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TUESDAY,  JUKE  0,  1050 

U.S.  Senate, 

Committee  on  Apwiomuatiowh, 

Was  kingtony  D.C. 

The  committee  met  at  10:45  a.m.,  pursuant  to  notice,  in  room  1223, 
Senate  Office  Building,  Hon.  Carl  Hayden,  chairman  of  the  committee, 
presiding. 

Present:  Chairman  Hayden,  Senators  EReader,  Robertson,  IIol* 
land.  Stennis,  Monronoy,  McGee,  Saltonstall,  Young,  Dworshak, 
Kuchel,  Hruska,  and  Allott. 

MUTUAL  SECURITY 


MiijtaHy  Assistance— 'NATO 


STATEMENT  OF  OEM.  LA  THUS  NORSTAD,  SUPREME  ALLIED  COM- 
MANDER. EUROPE,  ACCOMPANIED  BY  MAJ.  GEN/THOMAS  W. 
DUNN,  U.S. Am  SHAPE;  COL.  LELAND  0.  OAOWIN,  U.S.A.,  SHAPE; 
LT.  COL.  II.  E.  HUFFMAN,  HR ADQU A RTF.RN,  EUCOM,  REPRESENT- 
INO  DOD;  MAJ.  OEN.  JOHN  S.  GUTHRIE,  DIRECTOR,  EUROPEAN 
REGION.  INTERNATIONAL.  SECURITY  AT  FAIRS;  AND  JOHN  M. 
.MULLEN,  EUROPEAN  REGION*  «*A  \ * 

I Hi 

I BjUi^aicr  tfmuArt  • ■.  • 

Chairman  Hayden.  The  committee  pill  bp  in  order.  ! 

The  committee  is  pleased  to  have  as  its  witness  this  morning  Gen. 
Lauris  Nprirtad,  supreme  Allied  commander,  Europe.  The  budget 
estimate  ’for  mutual  . security  for.  fiscal  yearf  1960  is  m the  amount  of 
$3,936  million,  of  which  $1,600  million  is  fort  military  Assistant  The 
larger  share,  of  this  $1,600  million  is  for  the  European  and  NATO 
areas.  \ " \ \ y j 

General  Nohstad.  Gentlemen,  it  is  b great  pleasure  and  privilege 
to  anpear  again  before  this  committee,  I think  for  spfne  reason  or 
another  I missed  the  opportunity  last  year.  The  lay  time  I appeared 
before  you  was  2 year-ago.  I am  pleased  to  be*  here  again  and  to 
discuss  with  you  some  of  the  broad  aspects-of  the  general  military 
situation  as  they  exist  today  throughout  NATO  Europe. 

In  past  appearances  it  has  been  agreeable  to  the  committee  that  I 
should  speak  on  a broad  basis,  giving  the  background  to  the  military 
requirements  and  trying  to  assist  in  bringing  the  oommittee’s  knowl- 
edge of  the  actual  military  situation  in  NATO  up  to  date.  I would 
propose  to  follow  that  line  again  this  morning,  if  that  is  agreeable. 
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Chairman  Hayden.  That  was  very  satisfactory  before. 

General  Norstad.  I will  submit  to  the  committee  a very  short  and 
pfoneral  statement  which  can  be  used  as  you  see  tit. 

(The  statement  referred  to  follows :) 

Mr.  Chairman,  members  of  the  committee,  1 very  much  appreciate  thla  op- 
portunity to  testify  before  you  today;  It  l«  ulwnya  a privilege  to  meet  with  you. 

Ten  yenra  ago  thla  spring  the  original  12  NATO  nations  signed  the  Atlantic 
Treaty,  Btatlng  their  high  resolve  "to  unite  their  efforts  for  collective  defense 
and  for  the  preservation  of  pence  and  security."  You  will  recall  that  this  un- 
precedented peacetime  action  was  the  result  of  a clear  and  dangerous  Hovlct 
threat  to  the  pence  and  security  of  the  free  world.  The  Soviet  armies— nover 
demobilized  at  the  end  of  World  War  II — were  at  the  height  of  their  power. 
Hy  1019.  Czechoslovakia  had  been  seized  and  Berlin  was  under  bitter  blockade. 
In  the  aftermath  of  the  war,  many  of  the  Western  European  oouutrios  were 
weak  and  uncertain.  The  climate  was  one  of  foar,  even  in  some  cases  of  deBpalr. 
To  many,  war  seemed  inevitable,  the  danger  appeared  imminent. 

NATO’s  loth  anniversary,  celebrated  with  pride  and  enthusinsm  by  the  15 
nations  who  now  form  the  nlltauce,  has  served  to  underline  some  of  the  changes 
thnt  NATO  has  brought  about  A very  real  defensive  strength  has  been  created. 
The  Western  European  nations,  regaining  both  confidence  and  hope,  have  been 
able  to  pursue  their  peaceful  destinies  behind  this  strength.  In  10  years,  no 
foot  of  NATO  soil  has  fallen  to  aggression. 

Tn  the  creation  of  NATO  strength  the  TT.8.  military  assistance  program  has 
played  n part  In  which  Americans  can  take  Justifiable  pride.  In  order  to  see 
this  MAP  contribution  In  proper  prospective,  I would  like  first  of  all  to  discus* 
In  broad  terms  the  foundation  of  our  policy,  the  basis  of  our  military  planning. 

The  basic  objective  Is  the  prevention  of  war.  There  are  two  major  elements 
of  the  deterrent— the  strategic  retaliatory  forces,  which  are  largely  outside  my 
command,  and  the  forces  of  the  Allied  Command,  Europe,  which  man  the  forward 
outposts  of  our  defense.  The  responsibility  of  the  strategic  retaliatory  forces  lies 
In  the  area  of  preventing  deliberate,  nll-out  wnr.  In  contemplating  any  action 
which  might  lend  to  a major  involvement,  nn  aggressor  must  consider  the  ex- 
istence, the  great  destructive  power,  of  these  strategic  forces.  When  considered 
tn  these  terms,  a deliberate  decision  to  provoke  nn  nll-out  wnr  becomes  most  Im- 
probable. The  cost  to  the  aggressor  remains  too  high. 

The  prevention  of  war  is  also,  and  equally,  the  concern  of  the  NATO  shield 
forces.  Guarding  ns  they  do  the  frontlines  of  freedom  in  Europe,  It  Is  their  task 
to  prevent  an  Incident  from  oecnrrlng—whether  local  probing  operation  or  ac- 
cidental flnrenn.  If  need  be.  they  must  he  prepared  to  defend  the  jieople  snd 
territories  of  NATO’s  forward  areas.  They  must  bo  able  to  force  a pause  In  the 
continuity  of  nn  action  thnt  hns  started,  It  is  in  this  pause  thnt  the  nggressor 
must  be  forced  io  make  a conscious  decision,  whether  to  go  to  wnr  or  not.  And, 
in  making  thnt  decision,  he  must  be  made  fully  awn  re  of  the  total  cost  of  his 
action.  He  must  consider  the  totnl  price  he  would  hnve  to  pay  If  he  were  to 
continue  the  action  and  so  bring  Into  operation  the  full  weight  of  all  element* 
of  the  deterrent 

The  possibility  of  war  must  always  be  reckoned  with.  Therefore,  It  I*  axio- 
matic that,  should  the  two  elements  of  the  deterrent  fall  In  preventing  war,  the 
force*  that  compose  these  elements  must  hnve  an  adequate  combat  capability. 
Their  ability  to  defend  nn  weli  na  to  deter  stems  In  part  from  their  strength,  their 
training,  and  the  weapons  they  possess.  But  it  nlso  stems  from  something  thnt 
has  been  the  aplrtt  of  NATO  from  the  start;  the  clear  will  and  determination  of 
onr  people  to  preserve  our  freedom. 

The  soldiers,  sailor*,  and  airmen  of  the  Allied  Command,  Europe— the  men 
who  man  the  shield— must  have  the  weapons  and  equipment  necessary  to  make 
them  effective.  All  of  our  planning  Is  bn»ed  on  the  recognition  of  this  fact — 
thnt  to  achieve  adequate  strength  with  forces  on  a truly  minimal  basis,  weapons 
of  maximum  effectiveness  are  needed. 

In  our  program  of  modernisation,  great  dependence  is  placed  on  MAP  for  a 
central  reason:  the  missile*  of  many  types  and  capabilities  that  are  the  core 
of  the  program  are  largely  produced  In  the  United  States.  European  production 
Is  making  a greater  and  greater  contribution  to  European  needs,  But  for  the 
present,  the  family  of  well-known  American  missiles—- Corporal,  Honest  John, 
and  Nike  for  example — provide  an  Important  part  of  our  strength.  By  the  end 
of  1059,  more  than  8(1  unit*  of  theee  typee  will  have  been  placed  In  the  combat 
forces  which  10  NATO  countries  provide  to  the  alliance.  This  represents  only 
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a segment  0/  what  MAP  Roes  to  help  keep  NATO  strong,  Advanced  aircraft 
and  electronic  items,  tanka  and  antisubmarine  equipment  ure  some  of  the  mate- 
rial for  which  the  European  nations  look  to  us  to  supplement  the  manpower  and 
facilities  uud  buses  which  they  provide. 

While  speaking  of  new  weapons,  it  la  well  to  recall  tho  statement  made  by  the 
NATO  heads  of  government  when  they  met  lu  Purls  In  1907: 

“Soviet  leaders,  while  preventing  a general  disarmament  agreement,  have 
made  it  clear  that  the  most  modern  and  destructive  weapons,  Including  missiles 
of  all  kinds,  are  helug  introduced  111  the  Soviet  nnued  forces,  In  the  Soviet 
view,  all  Eimqwan  nations  except  the  U.S.S.R,  should,  without  waiting  for 
general  disarmament,  renounce  nuclear  weapons  and  missiles  and  rely  on  arms 
of  the  preutouitc  age. 

“As  long  ns  the  Soviet  Union  persists  In  this  attitude,  we  have  no  alternative 
but  to  remain  vigilant  and  to  look  to  our  defense.  We  are  therefore  resolved 
to  achieve  the  most  effective  pattern  of  NATO  military  defensive  strength,  taking 
Into  account  the  most  recent  developments  In  weapons  and  techniques, 

“To  tills  end,  NATO  bus  decided  to  establish  Blocks  of  nueleur  warheads  which 
will  be  readily  available  for  the  defense  of  the  alliance  in  case  of  need/' 

I have  stressed  the  fact  that  NATO  military  strategy  relies  on  both  spirit  and 
strength.  NATO  policy  not  so  backed  would  soon  become  meaningless.  Con- 
sider for  a moment  where  we  would  stand  If  we  did  not  have  that  strength  lo 
being.  In  recent  months  the  Soviet  threat,  which  some  may  have  thought  had 
been  diverted  mid  rechanneled,  has  again  focused  on  Western  Eurojie.  Soviet 
action  In  attempting  to  use  again  the  brave  people  of  Berlin  as  pawns  in  a power 
move  bQR  served  us  n sharp  reminder  that  Western  Europe  remains  a prised  ob- 
jective. You  remember  the  spirited  and  unanimous  response  of  the  North  At- 
lantic Council  to  that  action  last  December.  After  examining  tbe  Berlin  ques- 
tion, the  Council  declared  that  “It  considers  that  the  denunciation  by  the  Soviet 
Union  of  the  Interallied  agreements  on  Berlin  can  In  no  way  deprive  the  other 
parties  of  their  rights  or  relieve  the  Soviet  Union  of  Its  obligations.  Such 
methods  destroy  the  mutual  confidence  betweeu  nations  which  is  oue  of  the 
foundations  of  peace/' 

I am  sure  you  will  agree  that  this  response  was  possible  because  of  the  confi- 
dent knowledge  of  the  Council  that  Its  actions  were  backed  by  the  Btrcngth, 
moral  and  military,  of  the  1C  nations  of  the  alllauce. 

To  the  8oviet,  probing  ever  for  weakuess,  strength  such  as  NATO's  Is  the  ulti- 
mate sin.  By  diplomatic  note  and  violent  propaganda  Attack  they  have  recently 
threatened  several  NATO  nations.  These  threuta  have  served  only  to  strengthen 
the  conviction  of  these  voluntary  subscribers  to  a pact  which  has  for  its  purpose 
the  preservation  of  peace  in  freedom  and  In  honor. 

A part  of  the  response  of  the  Greek  Government  Is  well  worth  quoting  here; 
“Without  ignoring  either  the  size  or  means  of  the  Soviet  Union,  without  pro- 
voking and  confirming  our  good  intentions,  It  U necessary  for  us  to  declare  that 
statements  such  ns  the  recent  ones  in  Tirana  and  Korytsa  which  apparently  aim 
at  intimidating  the  Greek  people  will  uot  disturb  our  coolmlndedueBS.  Under 
whntever  circumstances,  as  was  the  case  in  the  past,  the  lawful  and  responsible 
leadership  of  Greece  will  In  every  instance  do  whnt  the  dignity  and  interest  of 
our  smnll  but  Independent  and  sovereign  country  demands." 

When  small  countries  can  stand  up  to  the  forces  of  tyranny  and  aggression  in 
this  manner,  and  speak  with  the  voice  of  freedom,  it  is  becauso  of  their  sure  and 
proud  knowledge  that  they  share  tbe  total  strength  of  the  alliance.  This 
strength,  which  tbe  United  States  has  done  so  much  to  create,  will  continue  to 
require,  from  all  of  NATO,  work  and  dedication  and  sacrifice.  The  surest  guide- 
line into  NATO's  second  decade  Is  that  we  can  and  must  keep  our  strength  so 
long  as  there  is  a threat  to  our  freedom. 

NATO  AN  ACCEPTED  FACT  OF  LIFE 

General  Norstad.  I have  just  come  within  the  last  3 days  from  a 
meeting  of  the  Atlantic  Congress  in  London  where  many  Members  of 
the  U.S.  Senate,  as  well  as  the  House  of  Representatives,  were  present 
as  delegates.  The  occasion  was  just  one  of  many,  although  it  was 
something  of  a climax,  marking  the  10th  anniversary  of  the  signing  of 
the  North  Atlantic  Treaty  Organization. 

BEST  AVAILABLE  COPY 
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I was  tremendously  impressed,  and  I think  the  Members  of  Congress 
who  wore  there  were  also,  with  the  fact  that  NATO  has  become  an 
accepted  fact  of  life  to  all  of  the  members  of  the  alliance.  It  is  not 
a debatable  issue.  It  is  not  a domestic  political  issue  in  any  one  of 
the  NATO  countries.  It  is  an  accepted  fact  of  life,  recognized  as 
necessary  as  long  as  the  threat  continues. 

KWTORI AL  FROM  LONDON  NEWSPAPER 

In  connection  with  the  celebration  marking  the  10th  anniversary, 
there  was  an  editorial  in  one  of  the  London  papers  which  greatly  im- 
pressed me.  I thought  I would  just  like  to  start  this  off  by  reading 
3*ou  one  short  sentence  from  that  editorial.  It  stated  that : 

The  word  that  has  come  to  stand  (or  the  North  Atlantic  Treaty  Organization, 
the  word  "NATO,"  has  become  synonymous  with  other  combinations  of  letters 
which  also  stir  deep  emotions  la  the  hearts  of  men — freedom,  pence,  Indepen- 
dence, human  comradeship,  and  the  will  to  survive. 

I think  that  one  sentence  characterizes  the  nftitode  of  the  NATO 
members  toward  this  organizat  ion,  I think  this  also  characterizes  thin 
meeting  of  the  Atlantic  Congress  in  London  at  this  time,  and  to  me 
it  is  perhaps  as  concise,  adequate,  and  complete  a statement  as  has 
been  given  of  the  success  that  has  been  achieved  by  this  organization 
over  the  period  of  10  short  years  of  itsoxistonco. 

With  that  general  background.  I would  like,  if  I may,  to  follow  the 
pattern  of  going  to  the  charts  in  the  interest  of  time,  and  to  bring  you 
up  to  date  on  what  wo  are  doing,  and  what  we  are  thinking  and 
where  wo  stand.  Some  of  this  I know  is  going  to  bo  generally  familiar 
to  some  members  of  the  committee,  although  there  have  been  new  de- 
velopments in  almost  every  case.  I will  try  to  be  brief  on  those  points 
whicn  I think  are  generally  familiar  to  you. 

(Chart  1 appears  on  p.  5.) 

ORGANIZATIONAL  STRUCTURE 

First,  I will  again  remind  you  of  the  general  broad  organizational 
structure  of  the  alliance,  which  has  its  headquarters  in  Paris  and  func- 
tions under  the  direction  of  the  Secretary  General,  Mr.  Spaak,  and  the 
international  staff.  We  have  a U.S.  representative  on  the  North 
Atlantic  Council,  Mr.  Burgess,  who  has  been  there  now  for  about 
2 years.  Speaking  now  as  an  allied  officer  rather  than  an  American 
officer,  the  North  Atlantic  Council,  from  the  standpoint  of  the  alliance, 
is  looked  upon  as  our  government.  This  is  a government  from  our 
standpoint,  and  it  fulfills  many— not  all,  but  many — of  the  functions 
of  & governmental  organization. 

The  next  major  body  under  the  Council  is  the  Military  Committee. 
That  corresponds  to  the  Chiefs  of  Staff  in  our  American  system.  The 
Military  Committee  consists  of  the  senior  military  representatives  of 
each  of  tho  lfi  members  and  meets  as  required  in  Pari3, 

Additionally  there  is  a day-to-day  requirement  for  work  which  1ms  to 
ho  done.  Consequently,  the  alliance  established  a body  known  as  the 
st  anding  group  which  has  a representative  from  the  United  States,  the 
United  Kingdom,  and  from  France.  Admiral  Boone,  the  current 
Chairman,  is  the  present  American  representative.  The  standing 
group  is  located  in  Washington.  It  serves  as  an  executive  agent  for 
the  Military  Committee.  It  is  in  constant  session  and  carries  on  the 
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day-to-day  business  of  the  military  side  of  the  alliance  at  that  partic- 
ular level.  Hence,  it  is  our  military  authority. 

Then,  iust  as  in  the  United  States  and  all  of  the  other  NATO  coun- 
tries, we  have  the  military  commands  or  agencies  under  these  political 
and  military  authorities.  Here  [indicating]  we  have  a Channel  Com- 
mittee, a British  type  of  organization.  The  commanders  of  the  naval 
and  air  forces  charged  with  defending  and  controlling  the  channel 
work  together  ns  a committee.  Next  there  is  the  Canadian-United 
States  regional  planning  group  which  1ms  existed  for  many  years.  It 
was  taken  into  this  NATO  framework  in  this  form,  Then,  there  is 
Allied  Command,  Europe,  and  Allied  Command,  Atlantic.  The  latter 
is  under  Admiral  Wright  who  has  his  hoadquarters  in  Norfolk. 

(Chart  2 appears  on  p.  7.) 

SHAPE  ST  AIT  ORGANIZATION 

Very  briefly  I will  run  over  the  SHAPE  staff  organization.  My 
headquarters  is  locatod  right  outside  of  Paris.  There  have  been,  since 
I was  here  before,  two  or  three  quite  notable  personnel  changes.  For 
one,  Field  Marshal  Montgomery,  who  was  my  deputy  for  something 
over  2 years,  has  retired. 

The  rest  of  the  organization  remains  roughly  the  some  as  it  has 
been.  It,  is  the  conventional-type  organization.  At  the  Deputy  Chief 
of  Staff  level  we  have  three  deputies : one  for  administration,  a French 
Army  officer;  one  for  operations,  a Canadian  air  marshal;  and  one 
for  plans  and  policy,  a very  iniportant  post  that  from  the  beginning 
of  SHAPE  has  been  filled  by  a British  officer.  At  the  first  of  this  year 
I brought  in  a German  lieutenant  general  officer  to  that  position. 
We  also  have  a German  major  general  in  the  Logistics  Division.  The 
rest  of  the  staff  is  more  or  less  unchanged.  I ciid  want,  however,  to 
point  out  that  significant  development. 

(Chart  3 appears  on  p.  8.) 

■COPE  OP  COH  HAND 

Again,  I would  like  to  remind  you  of  the  length  and  breadth  of  this 
particular  command.  It  extends,  as  you  know,  from  the  northern  tip 
of  Norway  south  across  the  Continent,  down  to  the  Mediterranean  and 
east  to  the  eastern  border  of  Turkey,  a distance  of  something  over  4,000 
miles.  That  is  a very  large  area. 

The  problems  will  vary  somewhat  with  the  area,  and  there  are 
geographic  barriers.  So,  in  order  to  exercise  control  over  this  area, 
it  is  broken  down  into  four  major  commands.  There  is  a command  in 
the  north;  with  its  headquarters  in  Oslo,  that  controls  the  military 
organization  in  Norway  and  in  Denmark.  It  now  happens  to  be  under 
a British  Army  general.  . Thore  are  two  subordinate  land  commanders, 
one  in  Norway,  one  in  Denmark.  Then,  there  is  a naval  commander 
who  is  British.  Wo  also  have  an  air  commander  who,  at  the  request  of 
the  Norwegians  and  of  the  Danes,  has  been  an  American  since  1951. 
When  the  present  incumbent,  General  Sillin,  came,  I said  to  the 
people  in  the  North  it  was  the  last  time  the  United  States  would  fur- 
nish an  air  commander,  because  the  Danes  and  Norwegians  were  quite 
competent  to  take  over.  So  this  position  will  pass  to  a Dane,  General 
Andersen,  this  summer. 
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SEVENTH  ABUT  BEADQUABTEBS 

The  next  region  is  the  center.  This  is  one  of  great  interest  and  great 
concern  to  the  United  States,  as  well  as  to  the  alliance.  It  is  of  special 
interest  to  the  United  States  because  here  aro  our  Armed  Forces,  the 
U.S,  7th  Army  and  the  bulk  of  our  Air  Forces.  The  center  5a  under 
tho  command  of  General  Valluy,  a French  general  with  headquarters 
in  Fontainebleau,  Franco. 

Tho  ground  forces  commander,  in  command  of  Land  Center}  is 
General  Speidel,  a German  army  officer.  General  Speidol  exercises 
what  we  would  call  unified  command  over  all  of  the  army  forces,  in 
the  Northern  and  Central  Army  Groups.  The  7th  Army  forces 
are  the  American  component  of  the  Central  Army  Group.  This  Army 
Group  is  commanded  by  General  (Elwin)  Eddleinan  an  American. 
Tho  same  is  true  of  tho  air  forces  in  the  central  region.  Most  of  tho 
American  air  forces  are  found  in  this  area.  Tho  Americans  come 
under  an  allied  tactical  air  force — one  of  two.  That  allied  tactical 
air  force  4th  ATAF,  is  under  General  Everest,  an  American,  who 
exercises  command  over  the  American  component,  the  French  com- 
ponent, and  the  Canadian  component 
The  Naval,  Forces  Center  are  concerned  with  rivers  and  harbors 
and  constal  operations. 

SOUTHKBN  COMMAND 

Moving  to  tho  Mediterranean,  in  tho  southern  region  we  have  the 
southern  command  under  Admiral  Brown  of  the  U.S.  Navy,  whose 
headquarters  is  in  Naples.  Admiral  Brown  lias  two  land  command- 
ers under  him — one  in  Italy  and  one  with  headquarters  in  Izmir, 
Turkey,  charged  with  the  responsibility  of  controlling  the  land  oper- 
ations of  Greece  and  Turkey.  The  necessity  for  two  land  commands 
springs  from  the  fact  that  there  is  a major  geographical  separation. 
Admiral  Brown’s  air  command  is  under  Genera!  Lindsay,  an  Ameri- 
can. He  also  has  something  unique  in  this  NATO  organization;  he 
has  a strike  force.  It  is  an  essential  element  of  his  command,  and  is, 
in  fact,  tho  TJ.S,  6th  Fleet. 

FOURTH  COMMAND 

The  fourth  command  is  located  in  Malta  under  Admiral  Bingley 
of  the  Royal  Navy,  United  Kingdom.  He  has  a responsibility  for 
maintaining  the  sea  lines  of  communication  throughout  the  Mediter- 
ranean. He  is  the  only  one  of  the  four  commands  who  has  really  a 
siiigle  service  function  and  a single  service  command. 

Senator  EriENDEn.  What  jurisdiction  does  lie  have  over  the  6th 
Fleet? 

General  Nohstad.  lie  has  no  jurisdiction.  The  Cth  Fleet  comes 
under  Admiral  Brown  in  Naples.  It  is  a strike  force. 

Senator  Ellender.  What  ships  does  he  have  under  his  command? 
General  Noiwtad.  Under  his  comniand  ho  has  the  Italian  forces, 
some  limited  Greek  forces,  some  limited  Turkish  forces.  lie  has  the 
British  Mediterranean  Fleet,  and  he  has  the  Gibraltar  station  and  the 
shins  relating  to  the  Gibraltar  station.  He  has  also  a command  called 
MEDOC  which  is  under  Admiral  Auboyneau  of  the  French  Navy. 
It  was  the  MEDOC  forces  wliich  were  recently— a matter  of  6 months 
ago — removed  from  commitment  to  NATO  by  an  action  of  the  French 
Government.  It  consisted  of  1 carrier  and  12  destroyers,  which  were 
removed  at  that  particular  time. 
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Senator  Kllkndek.  Are  there  anv  French  vessels  left? 

General  Nous-tad.  There  are  no  French  vessels  left  under  the  con- 
trol of  the  Allied  Command  Europe  in  the  Mediteraneun. 

Sonator  Ei.lkndeh.  What  ai-e  the  remaining  ships  there?  What 
do  they  consist  of  < 

annum  and  Italian  fleets 

General  Noustad.  I will  give  you  the  broad  elements:  The  British 
Mediterranean  Fleet:  the  station  at  Gibraltar,  plus  its  local  ships  that 
have  responsibility  for  the  submarine  barrier  net  in  the  area;  some 
limited  Greek  ships  and  the  Turkish  shins.  There  have  been  no 
French  naval  forces  assigned  or  committed  or  earmarked  to  the  al- 
liance in  the  Mediterranean  for  the  last  3 months. 

Sonator  Holland.  What  about  the  Italians? 

General  Noustad.  The  Italian  fleet  is  committed  to  NATO. 
Senator  Ellendkil  How  do  the  numbers  of  ships  and  the  power 
behind  this  force  you  are  talking  about  compare  with  the  Gfh  Fleet? 
General  Noustad.  They  are  entirely  different  types  of  forces. 
Senator  Ellendkil  I mean  in  strength. 

General  Noustad.  The  strength  in  numbers  of  ships?  They  are  not 
a striko  force.  In  AFMED  their  task  is  to  maintain  the  sea  lines  of 
communication.  They  are  essentially  an  antisubmarine  force.  I 
point  out  that  one  of  their  principal  functions  is  to  provide  anti- 
submarine protection  for  tiie  Oth  Fleet. 

Senator  Ellendf.r.  How  do  they  do  that? 

General  Noustad.  With  their  carriers,  their  patrol  planes,  and  their 
destroyers.  They  conduct  a hunter-killer  type  of  operation.  One  of 
their  first  tasks  is  to  provide  in  this  area  a general  antisubmarine 
protection  for  the  6th  Fleet.  They  also  control  convoy 8 and  all  ship- 
ping going  through  that  area, 

Sonator  Ellendeu.  Could  we  have  the  number  of  ships  available 
undor  that  command  ? 

General  Noustad.  Yes,  sir.  I can  make  that  available.  I do  not 
have  it  now. 

(The  information  requested,  being  classified,  was  submitted  to  tho 
committee.) 

Senator  Ellentder.  I mean  in  comparison  with  the  0th  Fleet. 

ATOMIC  CAPABILITY  OP  3IXTB  FLEET 

General  Noustad.  Yes,  sir.  But  I would  point  out  the  functions  are 
entirely  different.  One  is  a strike  force.  I might  amplify  that  by 
Baying  that  the  6th  Fleet  has  atomic  capability.  That  atomic  capabil- 
ity— and  that  is  the  reason  the  6th  Fleet  is  there— -is  integrated  in  the 
strike  forces  of  the  allied  air  forces.  The  Malta  Command  forces  are 
carrying  on  the  task  of  maintaining  these  lines  of  communication 
through  the  Mediterranean. 

Senator  Ellendrr.  The  British  have  always  maintained  control 
of  the  Mediterranean  Sea. 

General  Norstad.  This  is  really  out  the  traditional  function  of 
maintaining  sea  lines  of  communication,  which  have  been  traditionally 
maintained  by  the  Royal  Navy  for  the  last  200  years. 

(Chart  4 appears  on  p.  11.) 
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EurHASie  in  turn 

General  Norstad.  I would  remind  you  again  that  the  basic  policy, 
the  basic  foundation  of  all  the  planning,  the  thinking,  all  of  the  con- 
cepts of  operation  within  the  alliance,  springs  really  from  the  treaty 
itself.  It  is  the  emphasis  in  the  treaty  on  the  preservation  of  peace 
that  has  added  this  great  weight  to  the  word  “deterrent."  The  deter- 
rent is  a word  which  we  as  Americans  have  always  been  familiar  with, 
especially  since  the  last  war.  We  have  always  had  a tendency  to 
think  of  it  in  terms  of  heavy  retaliatory  forces  alone.  I think  the 
cancept  of  NATO  and  the  strength  of  NATO  as  developed  has  tended 
to  broaden  the  definition.  In  fact,  it  has  changed  and  modified  the 
definition.  The  deterrent  continues  to  consist  of  retaliatory  forces 
which  we  believe  are  essential  to  any  valid  concept,  any  defense  of 
the  West.  At  the  same  time,  there  are  other  essential  elements  of 
the  deterrent;  for  example,  the  shield  forces,  composed  of  the  army, 
navy,  and  air  forces  wnich  are  charged  with  the  responsibility  of 
maintaining  the  forward  lines,  defending  the  forward  areas  of  the 
alliance. 

In  supporting  these  forces,  of  course,  there  is  a third  element,  whioh 
is  the  will  and  determination  of  the  countries  of  the  alliance,  individ- 
ually and  collectively,  to  use  the  forces,  if  necessary,  for  the  purposo 
for  which  they  are  intended. 

DEriiunoif  or  shieu>  rotoia 

Senator  Ellendkr.  How  do  you  define  “shield  forces"! 

General  Norstad.  I define  shield  forces  as  army  forces,  navy  forces, 
and  air  forces  that  are  charged  with  the  responsibility  of  maintaining, 
holding,  defending  the  forward  areas  of  the  NATO  countries. 
To  mako  a negative  definition:  they  are  not  army  forces  alone  ns  is 
sometimes  suggested.  They  nre  army  forces,  navy  forces,  and  air 
forces.  They  are  not  conventional  forces  as  is  sometimes  suggested, 
since  to  a greater  extent  every  day — we  will  point  that  out  as  we 
go  along— they  are  dependent  upon  and  have  integrated  into  them, 
un  atomic  delivery  capability.  Even  those  units  that  do  not  have 
their  own  atomic  capability  cannot  operate  effectively  except  in  the 
context  of  atomic  operations.  I will  explain  that,  Senator  Ellender. 

Senator  Holiand.  Will  you  discuss  the  recent  announcement  of 
De  Gaulle  with  reference  to  the  attitude  of  his  country  toward  storing 
atomic  weapons  and  use  of  atomic  bases! 

General  Norstad.  De  Gaulle  has  not  made  a statement,  vSenator,  so 
far  as  I know.  There  was  a rather  cryptic  comment  or  remark  which 
I think  came  out  of  the  foreign  office,  if  I am  not  mistaken.  The  papers 
I saw — — 

Senator  Holland.  The.  radio  and  television  commentators  spoke  of 
it  last  night. 

( Discussion  off  the  record.) 

Senator  Holland.  As  I recall,  2 years  ago  when  you  appeared  be- 
fore our  committee,  you  had  a map  showing  the  location  of  these 
NATO  air  forces,  the  large  part  of  them,  especially  those  who  we 
were  well  aware  from  the  line  of  contact,  were  in  France. 

General  Norstad.  That  is  correct,  sir. 
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Senator  Holland.  This  might  prove  a very  inconvenient  and  hurt- 
ful action. 

(Discussion  off  the  record. ) 

GENERAL  THINKING  BEHIND  DETERRENT  VOICE 

General  Norstad.  Before  I get  into  definite  numbers  and  programs, 
I would  like  to  give  again  a reminder  of  the  general  thinking  behind 
our  deterrent  force.  I would  like  to  talk  about  the  shield  forces.  I 
would  like  to  discuss  these  forces  at  some  reasonable  length. 

We  believe  that  the  retaliatory  forces  are  at  the  present  time  effec- 
tive as  a deterrent;  that  is,  the  price  that  they  could  exact  in  case 
of  an  act  of  aggression  would  be  so  great  that  we  believe  it  is  im- 
probable that  the  Russians  could  just  sit  down  at  a table  like  this  and 
in  a coldblooded  manner  decide  to  provoke  a third  world  war.  The 
price  is  too  great. 

I would  fike  to  point  out  that  the  deterrent  value  of  a force  is  not 
relative.  There  is  an  absolute  quality  about  it  that  we  must  remem- 
ber. For  instance,  if  the  Russians  have  60  percent  of  our  capacity 
that  does  not  cancel  50  percent  of  ours.  If  they  have  100  percent,  it 
does  not  make  a stalemate.  It  does  not  cancel  us  entirely.  It  is  the 
absolute  ability  of  our  forces  to  accomplish  unacceptable  destruction 
which  gives  the  deterrent  value.  So  if  we  have  a means  of  accomplish- 
ing more  destruction  than  they  are  willing  to  accept,  then  there  is  a 
deterrent  value  to  these  forces.  I don’t  want  to  make  it  too  precise,  but 
within  limits  that  is  correct  at  the  present  time.  That  is  the  basic 
NATO  assumption,  a political  assumption  as  well  as  military  assump- 
tion within  the  alliance. 

DAN  OCR  Of  WAR 

That  boing  true,  then  we  must  consider  what  is  the  great  danger 
of  a war.  It  seems  to  us,  and  by  “us”  I mean  NATO,  that  then  the  great 
danger  of  war — and  there  could  be  a great  danger— -would  come  from 
a war  resulting  from  a mistake  or  error  in  judgment,  a probing  opera- 
tion which  got  out  of  hand.  We  then  decided  there  were  three  prin- 
cipal objectives  for  any  valid  NATO  strategy  in  Europe.  The  first 
objective  is  in  the  event  of  a clash,  of  an  incident,  of  an  action  of  any 
kind,  we  must  have  the  means  to  compel  a pause,  to  force  a break  in 
the  continuity  of  the  action  that  is  started,  regardless  of  whether  it 
is  intentional  or  unintentional.  Regardless  or  what  we  use  to  do 
that.^hatis  objective  No.  1. 

Objective  ito.  2,  during  this  pause,  is  that  we  must  compel  the 
Soviets,  or  Soviet  satellites,  to  make  a conscious  decision  that  they 
are  either  going  to  war  or  they  are  not  going  to  war.  Don’t  let  them 
back  into  it.  Don’t  let  them  get  into  a war  as  a result  of  a mistake. 
Compel  them  to  make  a conscious  decision. 

Objective  No.  3 is  when  they  are  making  this  decision,  they  must 
weigh  the  total  cost  of  their  action.  They  must  not  think  only  of  some 
relatively  small  force  which  may  be  in  immediate  opposition  to  them. 
They  must  be  compelled  to  weigh  carefully  the  total  cost  of  their 
action. 

Those  ore  the  three  objectives  which  we  say  are  essential  to  any 
valid  strategy  for  the  alliance. 
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Now,  these  shield  forces  have  been  designed  to  achieve  these  objec- 
tives. Shield  forces  again  nre  army,  naval,  and  air  forces.  The 
general  proportions  of  these  forces  I will  show  you  in  a few  minutes. 
Again,  I must  also  make  clear  that  they  are  not  simply  conventional 
forces,  because  they  arc  all  getting  tbejr  own  nuclear  delivery  capa- 
bility. Those  units  that  do  not  require  ft  delivery  capability  can  only 
operate  with  full  effectiveness  in  the  context  created  by  an  atomic 
capability. 

(Discussion  off  the  record.) 

General  Norstad.  Now,  to  go  back  to  shield  forces,  having  given  yon 
the  broad  objective  of  the  shield  forces,  I would  like  to  discuss  very 
briefly  the  task  or  mission  of  these  forces. 

(Chart  6 appears  on  p.  16.) 

MItiSIOR  or  BJUKLI)  rt>KCK8 

In  the  first  place,  there  is  the  traditional  classical  function  of  de- 
fending—defending  people  and  defending  territory.  I know  that  the 
theorists  cun  sit  in  the  back  room  nnd  say  that  defending  people  and 
territory  is  based  on  an  obsolete  concept.  But  I would!  ike  to  sug- 
gest that  the  people  and  the  territory  in  which  they  live  are  still  es- 
sential factors  in  all  of  our  activities  today.  You  could  not  hold  this 
alliance  together,  you  could  not  provide  for  the  security  of  any  one 
of  the  countries,  including  the  United  States,  unless  you  showed  the 
necessary  concern  for  the  safety  and  the  security  of  the  people  of  this 
alliance.  Therefore,  that  is  a function,  an  important  function  of  the 
shield  forces;  it  is  one  function  which  we  design  the  forces  to  meet, 
and  we  believe  these  forces  can  meet  that  requirement  as  they  build  up. 

Senator  Robertson.  General,  you  have  mentioned  the  first  function 
of  this  shield.  If  a probing  operation,  let  us  say,  is  getting  out  of  hand 
and  could  result  in  an  all  out  war,  you  want  to  cause  a pause.  How 
do  you  cause  a pause  ? 

General  Norstad.  I will  explain  that  ri^ht  now,  if  I may.  This  is 
answered  by  the  second  mission  of  the  shield.  I take  this  line  here 
[indicating)  as  an  example.  This  line  is  the  critical  central  Euro- 
pean area.  If  we  have  adequate  forces,  adequately  equipped,  and 
there  is  a clash,  whether  it  is  deliberate  or  whether  it  is  the  result  of 
an  accident,  then  it  is  stopped  by  these  forces.  If  there  were  no  such 
force,  then  it  would  be  a very  simple  matter  to  cook  up  a situation 
where  the  Soviets  could  come  across,  and  we  could  be  piecemealed  to 
death.  It  is  by  the  fact  that  we  have  forces  armed  with  appropriate 
weapons  actually  on  the  line,  ndequnte  to  hold  for  a perioa  of  time, 
that  wo  compel  that  pause.  This  force  must  be  great  enough  so  that 
for  a period  of  time  it  can  stop  an  incident,  stop  an  action  tlmt  is 
started  and  give  time  to  compel  this  critical  decision.  There  will  be 
time  to  weigh  the  consequences.  That  is  the  second  and  most  im- 
portant function  of  the  shield  force.  By  this  pnuse  you  contribute  to 
the  deterrent.  They  not  only  have  to  think  of  the  shield  which  is  op- 
posing them,  but.  they  also  must  consider  the  action  of  all  the  forces, 
including  the  retaliatory  forces,  So,  the  shield  forces  bring  together 
nil  of  the  forces  and  nil  of  the  factors  of  the  deterrent  around  the 
world.  This  is  the  most  important  function  of  the  shield. 

Senator  Sai.tonstall.  General  Norstad,  do  you  mind  being  in- 
terrupted f 

General  Norstad.  Not  atall,sir. 


Caur  5 


MUTUAL  SECURITY  APPROPRIATION 8,  I«flO 


16 


MUTUAL  SECURITY  APPROPRIATIONS,  I960 


EQUIPMENT  OP  rOBCES 

Senator  Salton  stall.  You  have  used  the  words  now  “conventional 
forces.”  You  have  used  the  words  “atomic  war”  and  you  have  used 
the  words,  “as  these  troops  are  lined  up,  the  first  line  of  defense,  so 
to  speak.”  Now,  the  thing  that  disturbs  me  very  much  is  how  are 
you  equipped  for  conventional  weapons  I How  are  these  forces 
equipped*  Are  they  up  to  date  weapons  or  are  they  falling  behind 
in  their  conventional  weapons  as  opposed  to  strategic  weapons?  Do 
you  care  to  go  into  that  now  or  later? 

General  Norstad.  Perhaps  I should  go  into  that  a little  bit  later, 
but  I will  answer  it  in  general  now.  The  only  way  you  can  carry  out 
this  task  on  the  basis  of  minimum  forces  is  to  put  in  the  hands  of  the 
forces  the  most  effective  weapons  you  have  available,  most  of  which 
employ  nuclear  warheads. 

In  addition  to  the  nuclear  capability,  they  do  retain  some  conven- 
tional warfare  capabilities.  But  the  heavy  punch,  the  real  support 
for  these  forces  still  depends  upon  the  fact  that  they  can  use  atomic 
weapons. 

Senator  S altonbtall.  But  those  are  weapons  of  a tactical  character. 
General  Norstad.  Yes. 

Senator  Saltonbtall.  Those  are  not  weapons  of  a strategic  bomber. 
General  Norstad.  That  is  right.  I am  talking  now  about  what  may 
be  called,  perhaps  erroneously,  tactical  or  battlefield  weapons. 

Senator  Saltonstall.  That  is  what  I am  talking  about.  Are 
those  troops  we  are  talking  about  equipped  with  modem  weapons  ?. 
General  Norstad.  I will  answer  that  with  just  another  chart,  sir. 
Senator  Saltonstali,.  All  right. 

Senator  Young.  I am  not  clear  as  to  how  you  create  a pause  when 
the  troops  are  equipped  with  atomic  warheads  and  whatnot,  once  the 
fighting  starts.  Is  there  any  way  to  stop  it? 

General  Norstad.  The  point  is  that  these  forces  must  lie  designed 
to  meet  a full  range  of  situations  up  to  a general  war.  If  you  have 
a general  war,  then  it  is  going  to  take  all  of  the  forces  available. 
These  shield  forces  alone  are  not  going  to  he  able  to  handle  a gen- 
eral war  situation.  They  are  going  to  be  able  to  hold  and  defend 
only  for  a limited  period  of  time.  As  I said  before,  the  great 
danger  of  a war  is  one  that  could  result  from  a mistake,  an  error  in 
judgment.  By  having  shield  forces  well  forward  we  can  stop  Buch 
an  unfortunate  incident,  unless  there  is  a determined  allout  effort  to 
push  through.  If  they  d«oide  that  they  are  going  to  an  allout  war 
with  all  of  its  consequences  this  does  not  apply.  The  shield  is  designed 
to  enable  the  deterrent  to  meet  the  very  wide  range  of  situations  short 
of  a general  war  which  could  rapidly  develop  and  expand  into  a gen- 
eral war. 

QUKMOY  INCIDENT 

Senator  Cask.  Would  you  say  that  nside  from  not  being  equipped 
■with  atomic  weapons,  even  the  tactical  kind,  that  the  Chinese  Na- 
tionalist forces  at.  Quemoy  produced  a pause  so  to  speak  there?  I was 
wondering  if  that  might  lie  a little  illustration,  a minor  illustration? 

General  Norstad.  Yes,  it  could  be.  I am  not  familiar  enough  with 
that,  Senator,  but  certainly  the  opposition,  if  not  the  actual  forces,  was 
indicated  by  the  operation  of  the  forces. 

Senator  Ellrndkk.  There  was  no  contact  between  them,  though. 
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Senator  Case.  There  was  a heavy  shelling.  We  also  beefed  up  the 
light  bombers  over  there  considerably,  enough  to  make  them  take  a 
second  look  at  it. 

General  Norstad.  There  was  a contact  in  the  air. 

Senator  Ellendkr.  When  you  speak  of  pause,  you  mean  that  the 
soldiers  we  have  there  will  hold  back  the  attack? 

General  Norstad.  That  is  correct. 

Senator  Ellender.  The  length  of  that  pause  will  depend  on  our 
ability  to  hold  them  back. 

General  Norstad.  That  is  right. 

Senator  Ellender.  In  the  meantime  it  is  your  idea  that  the  enemy 
will  be  thinking  whether  to  go  through  ? That  is  where  I don’t  follow 
you. 

General  Nohsttad.  In  the  meantime  it  is  our  thought  that  if  w®  can 
hold  him,  should  he  start  and,  then  he  punches  through,  it  will  be  the 
result  of  a deliberate,  cold-blooded  decision  on  his  part  to  start  world 
war  III.  In  my  judgment  he  will  not  make  this  deliberate  decision. 
It  is  improbable  that  lie  will  do  so  because  the  cost  is  too  great,  and 
we  must  continue  to  make  the  cost  too  great. 

Senator  Ellender.  Don’t  you  think  if  he  starts,  he  will  want  to  go 
through  with  it? 

General  Norstad.  No,  sir;  not  necessarily. 

Senator  Ellen der.  You  don’t? 

General  Norstad.  There  are  many  conditions.  In  the  first  place,  he 
could  make  a mistake,  say  in  a less-than-eritical  area.  He  could  con- 
front us  with  a situation  and  let  us  stew  and  worry  about  it.  This,  of 
course,  could  lead,  unintentionally,  to  an  all-out  war,  I would  like 
to  stress  that  point  later. 

I would  like  to  go  back  a moment  to  the  f unctions  of  the  shield.  One 
is  defense  of  the  NATO  area;  a second  is  to  force  the  pause  and  to 
compel  him  to  weigh  the  total  cost  of  continuing  the  action. 

SUPPORT  POUOT  BT  POWER 

There  is  a third  function  that  is  related  to  the  second.  Policy — suc- 
cessful policy — has  always  been  supported  by  power.  We  may  not  like 
that,  but  it  is  a fact  of  life.  Let  us  say  we  had  no  substantial  forces  or 
that  we  let  those  forces  drop  down  in  numbers  and  effectiveness  to  the 
point  where  they  were  simply  token  forces.  That  would  be  worse  than 
no  forces.  Then  what  would  be  the  power  supporting  our  policy  in 
this  vital  area  ? There  is  only  one  place  you  can  turn  for  the  necessary 
power;  that  is  to  the  heavy  strategic  forces.  Now  as  absolutely  essen- 
tial as  those  heavy  retaliatory  forces  are,  do  we  want  to  put  ourselves 
in  a position  where  we  have  no  choice  except  all-out  retaliation  on 
the  one  hand  and  alwolutely,  utterly  nothing  on  the  other  ? This  is  the 
problem  we  face.  This  is  the  question  we  have  to  answer.  This  is  the 
question  we  are  tryi  ng  to  answer  with  these  shield  forces.  These  forces 
as  they  are  designed  give  us  a response  to  situations  that  are  less  than 
the  ultimate,  with  means  that  are  less  than  the  ultimate. 

I do  not  want  to  suggest  here  that  I am  advocating — in  this  critical 
European  area — the  possibility  of  a limited  war.  I do  not  believe 
there  is  a probability  of  a limited  war  remaining  limited  in  this  very 
vital  and  critical  area.  I think  it  extremely  dangerous  to  assume 
that  once  .an  engagement  has  gotten  to  the  proportions  where  you 
could  dignifv  it  by  calling  it.  limited  that  it  would  long  remain  limited. 

BEST  AVAILABLE  COPY 
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Then  why  do  we  want  the  shield  forces?  Because,  if  we  have  these 
forces,  we  have  the  means  of  dealing  with  the  critical  situations  de- 
scribed and  dealing  decisively  with  them.  We  will  at  least  discourage 
them  from  occurring.  Without  the  shield  forces  there  is  only  one 
thing  that  is  sure  in  life;  that  is,  that  we  will  be  continually  con- 
fronted with  these  critical  problems,  with  these  decisions  that  we  will 
have  to  make,  and  ns  a consequence  wo  will  be  destroyed  piecemeal. 
Therefore,  we  must  have  these  essential  forces  that  are  designed  not 
only  to  give  us  military  flexibility  and  maneuverability,  but  far  more 
important,  to  give  support  to  our  political  policy  and  to  give  some 
flexibility  and  maneuverability  to  our  diplomacy  in  a very  critical 
area. 

This  is  the  justification  for  these  forces.  This  is  why  I say  there 
will  be  increasingly  greater  justification  for  these  shield  forces  for  the 
period  of  the  next  10  years.  That  is  the  period  when  we  move  into  the 
era  of  nuclear  plenty  and  missile  delivery.  It  makes  it  easier  than  it 
was  in  the  last  10  years,  because  they  become  even  more  necessary  as 
the  destructiveness  of  weapons  becomes  greater. 

Senator  Saltonstaia.  General,  are  you  free  to  be  interrupted  ? 
General  Norstad.  Yes,  sir. 

Senator  Saltonstall.  Or  do  you  want  to  go  on  ? 

General  Norstad.  No,  sir;  I am  through  on  that  particular  point, 

DECISION  ON  USE  or  MJOLEAft  WEAPONS 

Senator  Kuchel.  If  an  active  aggression  takes  place,  and  the  shield 
is  employed  to  hold  the  line  and  force  the  pause,  it  is  assumed,  is  it 
not,  tnat  in  holding  the  line,  the  entire  arsenal  you  have,  including 
whatever  nuclear  arsenal  you  have  would  be  employed  ? 

General  Norstad.  Would  be  used  if  necessary. 

Senator  Kucjibl,  That  would  be  a military  decision  at  that  point? 
General  Norstad.  Declaring  a war  in  this  country  is  the  respon- 
sibility of  a political  authority.  But  once  the  decision  is  made,  then 
it  has  been  agreed  within  the  alliance  that  we  will  use  the  means 
available  to  us,  including  atomic  weapons,  for  our  own  defense, 
whet  her  or  not  an  enemy  used  those  weapons  first. 

Senator  Kuchel.  Short  of  a political  decision,  when  militarily  you 
were  faced  with  the  fact  that  an  act  of  aggression  had  taken  place, 
would  there  be  any  right  on  the  part  of  the  NATO  military  command 
to  make  that  decision  ? 

General  Norstad.  Yes,  within  the  previously  approved  rules  and 
policies  of  the  alliance. 

Senator  Dworshak.  What  happens  if  your  Shield  Forces  are  over- 
whelmed promptly? 

General  Norstad.  They  could  be  overwhelmed,  but  if  they  are  over- 
whelmed, that  moans  a decision  has  been  made  to  start  World  War 
III.  That  means  that  the  Soviets  have  decided  they  want  to  destroy 
Russia,  among  other  things.  If  they  have  taken  this  decision,  these 
Shield  Forces  will  not  alter  that  decision. 

Senator  Dworshak.  That  means  also  that  if  NATO  forces  are  in- 
adequate, the  full  responsibility  of  meeting  the  Communist  threat  de- 
volves upon  the  United  States. 

General  Norstad.  That  is  correct,  sir  Of  course,  the  United  King- 
dom Bomber  Command  makes  its  contribution. 
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ATTITUDE  OF  OKlfKEAL  OK  QAULL* 

Senator  Saltonstall.  General,  I respect  very  highly  the  diplomatic 
work  vou  have  been  doing.  You  and  I started  in  together  in  1947, 
and  I know  your  abilities.  Now  the  thing  that  disturbs  me  very  much 
in  what  you  have  just  said  and  what  I have  been  reading  is,  first,  you 
have  the  French  withdrawing  their  fleet  down  in  the  Mediterranean. 
Then  you  have  the  news  today.  Now,  I assume  that  the  newspaper 
reports  may  be  right  that  that  is  a trading  effort  on  the  part  of  the 
French  to  have  us  give  them  the  atomic  secrets,  if  you  will.  Assum- 
ing that  everything  you  have  said,  if  France  pulls  her  troops  out  and 
we  pull  our  squadrons  ouL  if  the  French  pun  out  of  the  fleet  down 
in  the  Mediterranean,  the  F rench  are  then  to  all  intents  and  purposes 
not  carrying  on  their  share  of  the  load  with  the  manpower  which  is 
the  essential  thing  which  we  count  on  in  giving  them  weapons.  I 
know  that  you  have  been  working  very  hard  on  this.  Are  you  willing 
to  tell  this  committee  what  you  think  about  what  Mr.  De  Gaulle, 
President  De  Gaulle,  is  playing,  what  are  his  cards,  what  is  his  game? 
General  Norstad.  May  1 take  this  off  the  record  I 
Senator  Saltonstall.  To  me  that  is  the  fundamental  issue  right  at 
the  present  time, 

General  Norstad.  If  I may,  I would  like  to  speak  on  this,  but  I 
would  like  to  keep  it  off  the  record. 

Chairman  Haydkn.  All  right. 

( Discussion  off  the  record. ) 

DEVELOPMENT  OP  NATO  FORCES 

General  Xohstad.  Now,  there  have  been  three  critical  points  in 
the  development  of  the  NATO  military  forces.  There  was  in  the 
period  from  1051  to  1052,  the  so-called  Lisbon  goals.  Those  require- 
ments are  indicated  here  as  MO-26,  a Military  Committee  document 
which  stated  thoso  requirements.  At  that  time  I should  say  that  it 
was  generally  believed  that  war  was  imminent.  I must  sav  also  that 
we  could  not  consider  atomic  weapons.  So,  the  resulting  forces  were 
very  large. 

d onera!  Eisenhower  could  only  propose  at  that  time  a strategy  or 
concept  which  would  hold  the  lino  of  the  Rhino.  This  was  a politically 
unacceptable  objective. 

For  example,  in  1951,  the  Lisbon  goals  for  the  Center,  and  I am 
talking  about  the  Army  Forces,  called  for  35%  divisions  in  being 
and  employee!  on  the  west  of  tho  Rhine  to  hold  the  general  lino  of  the 
Rhine. 

In  addition,  we  required  33  additional  divisions,  first  and  second 
echelon,  that  could  be  made  available  in  days  or  weeks,  certainly  all 
of  them  within  30  days.  If  we  were  to  get  this  in  terms  that  we  could 
compare  today,  then  we  have  to  add  at  least  the  12  divisions  that  the 
Germans  are  committing  to  bring  this  figure  up  to  something  over 
80  divisions. 

After  Lisbon  it  became  apparent  that  because  of  the  strength  that 
was  being  created,  and  more  importantly,  because  of  the  determina- 
tion that  was  being  evidenced  by  the  creation  of  this  strength,  the 
threat  was  no  longer  as  imminent.  It  also  became  apparent  that  we 
were  getting  a greater  number  of  atomic  weapons.  Moreover,  we 
were  getting  the  types  of  weapons  applicable  to  the  European  situa- 
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tion.  Therefore,  in  1954,  there  was  another  plan.  This  was  labeled 
MC-48.  We  dropped  down  from  81  to  53  divisions,  32  of  which  were 
D-Day,  in  place,  in  this  forward  area. 

In  addition,  we  took  on  & task  which  was  at  least  twice  as  great  as 
the  one  before,  because  we  moved  across  the  Rhine.  We  began  to  de- 
velop what  we  call  today  “a  forward  strategy.” 

The  third  critical  point  is  what  we  call  MC-70.  This  is  a plan 
which  carries  us  from  a position  in  1958  up  to  1063.  This  is  a 5-year 
plan. 

( Statements  off  the  record. ) 

Senator  Ellender.  Now  ? 

General  Norstad.  Yes,  at  the  present  time. 

Senator  Ellender.  Will  you  tell  us  where  the  divisions  are  fromf 
General  Norstad.  Yes. 

Senator  Ellender.  That  is,  active,  ready  to  go,  and  trained  as  we 
are? 

COMPARISON  or  DIVISION  STANDARDS 

General  Norstad.  The  divisions  of  no  two  countries  are  precisely 
the  same  either  in  training,  equipment,  or  state  of  readiness,  but  they 
are  up  to  the  standards  we  have  established  for  this  requirement. 
Senator  Ellender.  What  are  those  standards  compared  to  ours? 
General  Norstad.  In  some  respects,  particularly  as  concerns  equip- 
ment, our  divisions  must  be  considered  at  least  the  equal  of  any  in  tne 
world,  probably  better  than  any  in  the  world.  I would  say,  from  the 
standpoint  of  training,  equipment,  position,  nil  things  considered,  that 
the  TT.S.  7th  Army  located  in  Germany  is  the  best  army  in  the  world, 
the  best  army  the  United  States  has  ever  maintained  in  a time  of 
peace  anyplace,  at  any  time.  I would  put  the  7th  Army  second  to 
none. 

(Discussion  off  the  record. ) 

Senator  Holland.  The  Dutch  and  Belgian  troops  that  are  in  Ger- 
many, to  what  commander  are  they  assigned? 

General  Norstad.  They  are  assigned  to  the  Northern  Army  Group. 
There  are  two  army  groups.  The  Army  group  commanded  by  General 
Eddolman  has  in  it  the  American  divisions  and  tho  French  divisions, 
and  some  of  the  German  divisions.  The  Northern  Army  Group  is 
commanded  by  General  Sir  Dudley  Word,  a British  officer.  That  has 
the  Brit  ish  divisions,  the  Belgian ‘divisions,  the  Dutch  divisions,  and 
the  Canadian  brigade. 

TROOP  DEPLOYMENT 

Senator  Ellender,  Why  should  we  have  a part  of  the  Netherlands 
division  in  Germany  and  part  in  the  Netherlands? 

General  Norstad.  Because  that  is  tho  best  deployment.  These  are  D- 
day  divisions.  We  don’t  count  these  D-day  divisions  unless  they  are 
in  a position  where  wo  want  them.  Of  course,  the  Netherlands  ex- 
tends to  the  north  thore  [indicating],  and  is  in  an  extremely  vital 
position.  One  of  the  criteria  against  which  you  check  the  D-day  status 
is  thoir  deployment.  Are  they  in  position?  There  is  no  use  haying 
a division  that  can’t  be  in  a position  to  perform  its  purpose.  So  it  is 
not  considered  a D-day  division  unless  it  is  in  position. 

(Discussion  off  the  record.) 
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General  Norstad.  Now,  if  I may  jump  to  the  Navy,  I am  talking 
now  only  in  the  southern  area.  In  15)51  and  1052,  there  was  a re- 
quirement reckoned  in  thousands  of  tons 

Senator  Holland.  Did  you  purposely  leave  out  reference  to  the 
othor  factor  there  which  I take  it  is  the  atomic  factor,  the  column  be- 
tween MC— 18  and  MC-70? 

General  Norstad.  This  is  where  we  actually  stood  8 months  ago  as 
opposed  to  our  end  1863  position.  These  are  requirements,  you  un- 
derstand. These  are  requirements  established  for  forces  we  did  not 
have,  but  we  said  we  were  working  toward  the  achievement  of  those. 
This  is  [indicating]  what  were  actually  here.  This  is  where  we  are 
going  by  1963. 

I did  not  show  Army  for  the  southern  region.  You  see  there  is 
a corresponding  drop  there  in  1958.  We  have  gone  from  that  strength 
down  so  that  in  1908  we  only  want  [security  deletion]  of  which  are 
D-day,  opposed  to  [security  delet  ion]  which  were  D-day  before. 

Senator  Holi.  <nd.  Are  there  any  Turkish  and  Greek  divisions? 

NAVAL  TONNAOS 

General  Norstad.  Yes,  sir.  Turkish,  Greek,  and  Italian. 

There  was  a requirement  for  l,800j000  tons  of  naval  shipping  in  the 
Mediterranean,  1,310,000  tons  of  which  were  on  a D-day  basis.  I do 
not  know  the  basis  on  which  it  was  computed.  It  was  not  quite  capa- 
ble of  being  met  under  any  circumstances.  We  have  thrown  out  the 
mothball  fleet  which  is  expensive  and  which  in  that  particular  area 
will  not  contribute  to  us.  We  have  concentrated  instead  on  a D-day 
form  As  a result,  we  have  dropped  the  requirement  for  naval  ton- 
nage down  considerably.  At  the  present  time  we  have  something  more 
than  what  is  required,  but  there  is  a very  high  rate  of  obsolescence. 
In  tho  future,  we  are  going  to  have  considerable  difficulty  meeting  this 
figure  as  opposed  to  tho  present  higher  tonnnge  of  obsolete,  wornout 
vessels  we  now  have. 

Senator  Ellender.  When  do  you  exjxset  to  meet  that  requirement? 

General  Norstad.  We  hopo  to  meet  it  by  1983. 

Senator  Ellkndkr.  What  do  you  have  now  ? 

General  Norstad.  We  have  more  than  that  now,  Senator. 

Senator  Ellkndeh.  You  would  not  count  one  which  has  a rusty 
bottom  ? 

General  Norstad.  No.  Actually  against  that  figure  at  the  present 
time  wo  have  a substantial  force.  On  the  other  nand,  somo  of  the 
ships  will  have  to  be  replaced.  I cannot  give  you  precisely  that 
figure. 

Senator  Ellender.  How  much  of  that  figure  is  tho  6th  Fleet,  or 
classified  as  American! 

General  Norstad.  I can  givo  you  that 

Air  Forces  follows  roughly  the  same  pattern.  In  the  central  region 
there  was  requirement  in  1952,  for  6,500  aircraft.  This  was  dropped 
down  markedly. 

Senator  Ellender.  Are  they  Turkish? 

General  Norstad.  Turkish,  Greek,  and  Italian. 
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PARTICIPATION  BY  ITALY  IN  NATO 

Senator  Dworsiiak,  To  what  extent  did  the  Italian  peace  treaty 
place  restrictions  on  rearming  Italy  which  interferes  in  any  way  with 
your  NATO  planning  in  that  country! 

General  Nohstad.  The  peace  treaty  limitations  are  not  interfering 
in  any  way. 

Senator  Dworsiiak.  Are  they  still  observing  those  restrictions  in 
Italy! 

General  Norstad.  I remember  the  limitation  on  civil  air,  for  in- 
stance. 

Senator  Dworsiiak.  We  placed  very  rigid  restrictions  on  Italy, 
and  I was  wondering  whether  hor  participation  in  NATO  is  being 
impaired  in  any  way  by  that  treaty. 

General  Norbtad.  It  is  not  being  impaired,  because  wo  are  con- 
structing some  new  NATO  aircraft  in  that  area. 

Senator  Rookutson,  Before  you  leave  the  Air  Force,  General 
Gruenther  told  us  repeatedly  that  we  were  away  behind  in  our  air 
power.  How  are  wo  situated  now ! 

Sonutor  Holland.  This  does  not  include  strategic. 

General  Norstad.  This  does  not  include  the  strategic  force.  I have 
not  shown  here 

Senator  Ellendkr.  SAC  is  our  own  force. 

General  Norstad.  That  is  right.  I have  not  shown  the  Soviet  equiv- 
alent. I simply  have  shown  what  we  believe  from  our  standpoint  is 
necessary  to  no  our  particular  task.  Frankly,  I believe  that  the  wrong 
impression  is  sometimes  created  by  flnshing  this  big  red  sign  of  21,000 
Soviet  aircraft  and  176  army  divisions  in  front,  of  us  at  all  times. 
We  tend  to  equate  that  figure  with  this  figure  (indicating).  There 
is  no  relationship.  The  Russians  have  a lot  of  problems  with  those 
airplanes.  If  wo  took  all  our  airplanes  wo  would  have  them,  too. 
Senator  Ellendkr.  You  flashed  them  before  us  yourself. 

General  Norstad.  Yes,  air. 

Senator  Ellendkr.  As  you  recall,  the  last  time  you  were  here  you 
used  the  same  figures.  Apparently  there  has  been  no  increase  in  the 
power  except  a few  more  modem  airpnnes. 

General  Norstad.  That  is  right.  I think  you  would  see  it  is  smaller 
than  the  last  time  I showod  you. 

RUSSIAN  BOV  BUR  STRENGTH 

Senator  Ellen  her.  What  almut  what  we  read  in  (he  papers,  that, 
we  are  prepared  to  meet,  a foe  that  is  not  as  strong  in  the  air  as  sup- 
posed ! It  has  lieen  all  over  the  papers  yesterday  and  the  day  before 
that  the  bombers  we  thought  Russia  had  are  just  nonexistent.  Do 
you  have  any  information  on  that! 

General  Norstad.  I have  not  seen  that 
Senator  Ellbnder,  You  have  not  seen  that ! 

General  Norstad.  No,  sir;  I have  not  That  would  not  affect  this 
particular  picture. 

Senator  Ellender.  Why  not!  Because  you  are  building  for  that 
General  Norstad.  I don’t  know  specifically  what  the  article  you 
refer  to  mentioned,  but  we  are  building  this  force  against  capacity 
which  we  know  exists. 

Senator  Ellender.  That  is  176  divisions  and  20,000  airplanes. 


MUTUAL  SECURITY  APPROPRIATIONS,  1960  23 

General  Nohstad.  Well,  it  is  something  less  than  20,000  according 
to  our  figures,  I will  give  or  take  lfi  percent 
Senator  Ellender.  Those  are  the  figures  you  gave  ua  last  year. 
General  Norstad,  Yes,  sir. 

Senator  Ellender.  General  Gruenther  gave  us  the  same  figures  in 
1953. 

General  Norstad.  I think  they  are  generally  correct  figures. 

Senator  Ellender.  As  I understood  it  was  to  meet  that  force  that 
all  of  this  was 

General  Norstad.  No,  sir,  it  ia  not  to  meet  that  force.  It  is  to  do  a 
particular  job.  It  is  quite  wrong  to  start  equating,  to  get  into  the 
numbers  racket.  There  are  certain  tasks  we  must  accomplish.  This 
force  we  need  is  designed  to  carry  out  tlioee  tasks  against  the  oppoei- 
tion  we  know  exists. 

Senator  Ellender.  All  right.  What  do  you  know!  That  is  the 
question.  You  ought  to  be  able  to  tell  the  committee  what  you  know. 

General  Norstad.  I don’t  know  what  the  specific  question  is, 
Senator. 

Senator  Ei.lender.  Vou  say  you  do  it  in  the  light  of  what  you  know, 
I presume,  about  the  enemy. 

General  Norstad.  That  is  correct. 

EftKMT  forces 

Senator  Ellender.  What  do  you  know  about  the  enemy  ? 

General  Norstad.  Our  forces  are  designed  in  number,  effectiveness, 
type  of  weapons,  to  accomplish  certain  specific  operations  in  the 
event  of  war  against  targets,  against  forces  which  we  have  reason  to 
believe  will  exist  or  may  well  exist  in  a particular  given  area  for  a 
specific  task. 

Senator  Ellender.  What  are  those  forces  as  of  today,  so  far  as  you 
know? 

General  Norstad.  You  mean  the  Russian  forces? 

Senator  Ellender.  I am  talking  about  the  enemy.  What  are  the 
forces  ? 

Senator  Case.  While  they  are  getting  that  chart,  you  have  differ- 
entiated between  the  NATO  forces  as  such,  and  SAC,  our  own  forces. 
General  Norstad.  Yes,  sir. 

Senator  Case.  Do  the  British  and  French  also  have  indigenous 
forces  which  they  control,  apart  from  NATO  ? 

General  Norstad.  Yes,  sir. 

Senator  JlmjKitA.  An*  they  of  SAC  capabilit  y ? 

Goneral  Nohrtad.  Tho  British  have  a Bomber  Command  which  is 
made  up  of  very  good  medium  bombers  with  an  atomic  capability. 
They  also  havo  some  light  bomlier  capability  which  thoy  turned  ovor 
to  NATO.  Their  Bomlier  Command  is  in  exactly  the  samo  relation- 
ship to  us  as  the  U.S.  Strategic  Air  Command.  In  other  words,  the 
British  Government  line  taken  on  the  responsibility  for  performing 
certain  operations  in  our  behalf,  just  as  tho  U.S.  Government  has 
taken  on  the  responsibility  for  operating  in  our  behalf.  I must  say 
in  the  first  place  that  this  [referring  to  chart]  represents  no  drastic 
phononional  change  since  the  last  time  it  was  shown. 

Senator  Ellender.  I was  saying  to  myself,  it  is  the  same  chart  as 
I remember  it. 
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General  Norstad.  We  are  probably  a little  more  conservative  than 
some  oi  these  others,  because  we  don’t  show  20,000  aircraft.  We  show 
18,000.  If  we  are  within  15  percent  one  way  or  another,  it  makes  no 
difference.  We  show  175  divisions.  We  have  carried  that  figure  for 
several  years.  We  have  no  reason  for  reducing  it. 

Senator  Holland.  That  means  their  whole  force! 

General  Norstad.  Whole  force.  This  part  of  the  18,000  aircraft 
which  they  could  bring  to  bear  against  us  becomes  more  limited.  This 
shows  where  the  situation  is  at  the  present  time.  It  is  roughly  the 
aame.  These  figures  are  modified  but  not  in  principle. 

Senator  Saltonstall.  General,  would  it  be  fair  to  say  that  our 
forces  constitute  a physical  deterrent  that  will  have  a great  psy- 
chological effect  on  both  our  enemies  and  ourselves?  Ismt  that  the 
general  purpose  of  your  forces  in  NATO? 

General  Nohstad.  They  will  have  not  only  a great  psychological 
factor,  but  they  as  forces  will  be  useful  in  actually  preventing  an  over- 
running for  a limited  period. 

Senator  Saltonstall.  I said  limited  deterrent  that  will  have 
great  psychological  effect  on  both  enemies  and  ourselves,  and  that  is 
the  whole  principle  on  which  you  are  working ! 

General  Norstad.  That  is  right.  That  is  certainly  an  important 
aspect.  The  great  thing  is  that  because  of  their  physical  presence 
and  because  of  the  effect  that  they  will  have,  that  they  will  make  a 
very  necessary  contribution  to  the  deterrent,  and  to  the  prevention  >{ 
war. 

Senator  Saltonstall.  And  added  to  that,  is  your  personal  ability  to 
lie  a diplomat,  a statesman,  and  at  the  snme  time  a military  general. 

General  Nohstad.  From  the  quest  ions  you  raised  before  on  the  nine 
squadrons,  I don’t  think  I succeeded  too  Veil. 

Senator  Ellender.  General  LcMuy  told  us  some  time  ago  that  SAC 
was  really  the  deterrent  that  keeps  Russia  in  line. 

K8SENTIAUTT  OIT  HAO 

General  Nohstad.  The  Strategic  Air  Command  is  an  absolutely  es- 
sential element  of  the  deterrent  and  never  forget  it.  If  you  don’t 
have  it,  if  it  is  not  effective,  then  I don’t  know  on  what  basis  we  will 
plan  any  deterrent  action.  Wo  assume  its  effectiveness.  It  must  be 
kept  effective.  My  earlier  statement  was  that  whore  10  years  ago  we 
might  have  thought  of  it  as  the  only  deterrent,  now  it  is  one  of 
several  olements  essential,  but  one  of  several  elements  comprising  the 
deterrent. 

Senator  Ellender.  General,  will  you  tell  us  this:  As  I pointed  out 
a moment  ago,  the  divisions  are  the  same,  175,  and  the  airplanes  total 
18,000  plus.  What  is  your  latest  information  as  to  the  difference  in 
the  quality  of  planes  you  talked  to  us  about,  and  Gonoral  Gruenther 
talked  to  us  nlxmt  in  1053,  and  as  of  this  date? 

General  Norstad.  You  are  talking  of  the  quality  of  the  planes? 
Sonator  Ellender.  Yes.  What  changes  have  taken  place  since  that 
timo? 

Gonernl  Norstad.  In  1053,  the  Russian  Air  Force  was  essentially 
a conventional  type  of  aircraft.  They  were  an  internal  combustion 
engine  air  force.  They  are  now  to  nil  intents  and  purposes  a com- 
pletely jet  air  force.  We  have  made  much  the  same  transition.  I 
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am  of  the  general  opinion  that  our  own  aircraft  have  at  least  kept 
pace  with  the  Soviet  aircraft  in  the  military  field,  I am  not  neces- 
sarily an  expert  or  te-hnical  authority  on  this,  but  I am  impressed 
with  the  fact  that  the  Russians  come  out  with  an  airplane  that  looks 
for  all  the  world  like  the  B-47,  I think  it  performs  the  functions 
of  the  B-47.  I was  impressed  with  the  fact  that  it  came  out  about 
5 to  7 years  after  the  B-47.  They  went  to  a bigger  airplane,  and  we 
were  very  impressed  with  this  groat  strategic  strength  they  were 
showing,  a bigger  airplane,  and  it  looked  impressive.  1 was  con- 
cerned with  the  fact  that  they  developed  this.  I also  noted  that  it 
looked  an  awful  lot  like  the*B-53.  The  only  difference  is  that  it 
came  in  5 years  after  the  B-5‘2. 

Senator  Holland.  On  that  basis  they  are  further  away  from  their 
targets  than  our  bases  are  from  theirs. 

General  Norhtad.  Yes,  sir.  The  bases  we  have  you  must  remem- 
ber are  strategic  bases. 

BU8BJAN  UQMBEHB 

Senator  Ellendeh.  It  is  your  information  that  the  bombers  that 
the  Russians  have  are  modern  and  as  modern  as  ours? 

General  Norstad.  I don’t  think  I said  that. 

Senator  Ellendkk.  No,  but  is  it  your  informal  ion  ? 

General  Norstad.  From  my  general  following  of  the  subject,  1 
think  we  must  assume  that  the  Soviet  fighter  bombers  are  first-class 
modem  aircraft.  I would  certainly  so  assume.  Whether  they  are 
quite  as  good  as  ours,  or  whether  they  are  better  is  a matter  for  the 
technical  ]H*onle  to  evaluate.  My  general  reaction  on  the  basis  of 
history  would  be  that  if  I hud  to  net,  I would  l>et  on  ours.  I am  sure 
that  it  over  the  last  15  years  you  had  always  bet  on  ours,  you  would 
havo  won  ami  would  l>e  money  ahead.  I am  still  inclined  to  do  that. 

May  I proceed  to  the  question  of  missiles,  because  I do  want  to  give 
you  some  specific  facts? 

('hail-man  Hayden.  Yes. 

General  Noustad.  Now,  I have  shown  a reduction  of  almost  2 to  1 
in  the  forces.  I hone  too  that  I have  indicated  that  we  have  either 
reached  the  strength  requirements,  or  are  rapidly  approaching  the 
overall  strength  requirements. 

NEW  WEAPONS  PLAN 

Now,  there  are  certain  requirements,  it  is  true,  but  the  reason  we  are 
doing  that  is  of  course  because  of  the  new  weapons.  We  are  creating 
under  MC-70,  what  wq  can  call  a now  weapons  plan.  That  is  the 
character  of  that  particular  plan.  Wo  are  proceeding  under  the  agree- 
ment made  by  the  heads  of  government  in  Docemlier  1057,  and  creating 
an  atomic  delivery  capability  throughout,  the  alliance  where  it  is 
needed.  Wo  are  doing  this  regardless  of  national  source  of  those  forces 
or  geographical  assignment  or  command  affiliation.  However,  I want 
to  mako  it  vory  clear,  that  this  does  not  mean  that  wo  nre  turning  over 
the  possession  of  any  atomic  warheads ; we  are  not.  The  warheads  re- 
main in  (he  possession  of  the  United  States,  but  ngnin,  ns  a result  of  the 
heads  of  governments  decisions,  we  are  enlarging  the  stockpile  facili- 
ties which  we  have  created  to  meet  the  requirements  of  the  U.S.  forces. 
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Now,  I want  to  tell  yon  where  we  are  at  the  present  time,  and  then 
move  forward  to  1963.  This  shows  schematically  the  missile  position 
in  1959. 

Senator  Ellendeh.  The  fleet  squadrons  are  not  callod  upon  by 
NATO? 

General  Norstad.  Yes,  sir.  I count  on  them  in  precisely  the  same 
way  that  I count  on  land-based  units,  and  they  are  support od  before 
you  and  in  the  budget  on  that  basis.  They  have  their  assigned  targets 
against  which  they  will  operate  in  case  of  war,  just  exactly  as  do  these 
land-based  units,  I place  equal  dependence  upon  them. 

Senator  Rorertso.v,  General,  in  that  connection,  the  House  cut  out 
a new  carrier  and  wanted  to  put  emphasis  on  the  submarine.  Will  you 
give  us  any  comment  on  that  ? 

Genera!  Norstad.  I am  tremendously  impressed  with  the  submarine. 
I must  very  frankly  admit  that,  X think  that  while  there  may  be  some 
limits  to  the  number  that  could  and  should  be  used,  I think  that  it  has 
some  very  important  applications. 

Senator  Rorertsox.  The  submarine  is  an  offensive  or  defensive 
weapon ! 

General  Norstad.  Offensive. 

Senator  Holland.  You  know  nlnnit  the  successful  delivery  of  the 
glider  yesterday  from  the  submarine. 

General  Norstad.  Of  the  REGULUS,  yes,  sir.  I am  talking  now 
primarily  of  the  POIjARIS,  the  intermediate  range  ballistic  missile 
Now  rimy  I move  to  1963,  where  we  are  moving.  As  I indicated, 
the  character  of  our  whole  plan  is  the  new  weapons  plan,  This  shows 
schematically  the  change.  It  is  only  schematic.  I will  very  briefly 
run  over  the 'main  chnnges. 

(Discussion  off  the  record.) 

General  Norstad.  That  gives  you  a quick  recapitulation  of  the 
changes  between  1958  and  1963. 

Senator  Holland.  All  of  these  bases  shown  in  France,  both  avia- 
tion and  the  land  missiles,  are  subject  to  being  affected  by  the  decision 
of  vesterday. 

General  Norstad.  Renlly  the  only  ones  that  could  lie  affected  would 
lie  the  nine  squadrons,  the  nine  squadrons  we  were  talking  about. 
Senator  TTollnd.  You  were  tnlking  only  about  nuclear  delivery. 
General  Norstad.  Yes,  sir. 

Senator  Holland.  Tlmt  includes  all? 

General  Norstad.  This  is  not  a decision  on  the  part  of  the  French 
Government.  I think  they  have  snid  that  agreement  had  not  l*en 
reached.  X don't  think  there  is  nny  decision  on  it. 

Senator  Holland.  You  do  have  alternative  bases  if  they  do  come 
to  n decision. 

General  Norstad.  We  may  be  compelled  to  resort,  to  that. 

Senator  Case.  Are  the  bases  in  Turkey  in  being  there? 

woven  rat  or  aqttAimoR* 

General  Norstad.  Yes.  Of  course,  more  than  that  are  in  being. 
These  present  atomic  delivery  squadrons  and  only  atomic  delivery 
squadrons,  bases  that  could  be  used  for  that  purpose,  rather  than  the 
total  number  of  bases. 
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Senator  Monroney.  General,  on  the  movement  of  these  nine  squad- 
rons. your  planee  have  sufficient  range  so  that  if  they  were  based  at 
England,  you  coul  still  reach  the  targets  ? 

General  Norstad.  Yes.  I would  not  want  to  suggest  that  we  would 
not  jprefer  to  have  them  in  eastern  France,  because  we  would.  They 
are  in  a better  position  there. 

To  give  a.  little  ancient  history,  but  I think  it  leads  to  an  answer 
to  a quostion  you  raised,  Mr.  Chairman,  this  is  a recapitulation  of 
what  the  military  assistance  program  has  done  in  the  creation  of  these 
forces.  We  aro  taking  here  the  major  items  of  equipment  in  the 
NATO  army  divisions.  Major  items  would  include  t he  combat  ve- 
hicles, like  tanks,  artillery  pieces,  armored  personnel  carriers,  ad- 
ministrative vehicles,  like  trucks,  barges,  supplies,  ammunition,  com- 
munications, electronic  equipment,  and  training  equipment. 

As  of  the  first  of  this  year  the  Belgians  hud  100  percent  of  the  major 
items  of  equipment  in  their  army  division ; 74  percent  of  that  has  come 
from  military  assistance  programs  sources. 

The  Danes  had  90  percent;  83.5  percent  come  from  MAP.  The 
French  have  99  jiorcent ; 73  percent  has  come  from  MAP.  Germany 
had  82  percent;  33  percent  has  come  from  MAP.  That  goes  to  the 
original  grant  made  in  1955,  and  there  have  been  no  additions  to  that. 

Senator  Ellender.  That  is  about  a half  billion  dollars,  as  I remem- 
ber it. 

General  Norstad.  It  was  in  equipment.  I don't  remember  the  value 
of  it,  Now  I think  they  have  already  contracted  for  three-quarters  of 
a billion  dollars  in  United  States  that  Germany  is  buying  from  us  at 
tho  present  time.  Greece  has  83  percent  of  its  equipment;  77  percent, 
and  so  on.  The  Netherlands,  52-49.  Down  to  the  United  Kingdom 
whero  you  have  100  jiercent  equipment,  only  3 percent  of  the  major 
items  has  come  from  the  aid  program. 

MII.TTARY  ASSISTANCE  PROGRAM  BUT  PORT 

Sonator  Ellender.  In  the  case  of  Italy,  and  let  us  say  Greece  and 
Germany,  but  particularly  Greece  and  Italy,  are  we  still  increasing? 
Will  that  blue  line  go  up  much  higher? 

General  Norstad.  In  Germany  it  will  go  out. 

Sonator  Ellender.  I am  talking  of  Greece  and  Italy. 

Genoral  Norstad,  In  Greece.  I would  say  it  is  quite  unlikely  that 
there  will  be  any  very  drastic  drop  in  Greece.  You  have  two  partic- 
ular problem  areas,  sir.  They  take  more  than  a half  of  every  aid 
dollar  that  is  available.  One  is  Groece  and  tho  other  is  Turkey.  They 
are  essential,  they  are  strong  in  the  support  of  the  United  States  ana 
NATO,  They  are  out  there  on  the  flame  by  themselves.  It  is  of  the 
greatest  possible  importance  that  thoso  forces  be  maintained.  To  a 
very  large  extent  it  is  being  done  by  American  equipment.  Inci- 
dentally, those  are  tho  only  NATO  countries  where  defense  support 
money  is  made  available. 

Now,  from  the  ship  tonnage,  you  see  this  position  is  not  very  good  in 
the  case  of  Denmark.  There  is  a joint  construction  programproposed 
for  Denmark  because  their  ships  are  becoming  obsolete.  There  is  a 
joint  shipbuilding  program  designed  to  remedy  the  situation. 

Germany,  of  course,  is  just  coming  into  the  naval  picture,  so  they 
have  not  met  very  much  of  the  requirement. 
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Senator  Ellender.  The  French  will  furnish  61.2  percent. 

General  Norstad.  61.2  percent  of  the  ships  actually  in  the  French 
active  forces  have  come  indirectly  or  directly  from  the  military 
assistance. 

Senator  Ellender.  Have  those  been  withdrawn ? 

General  Norstad.  No,  sir.  They  have  only  withdrawn  that  1 carrier 
and  12  destroyers  from  the  Mediterranean.  They  have  not  changed 
their  status  whatsoever  in  the  contribution  to  Atlantic  forces. 

Senator  Monronet.  Does  that  include  Navy  air  ! 

General  Norstad.  That  is  ship  tonnage. 

AIU  FORCES 

Now,  on  air  forces,  this  chart  generally  gives  you  the  situation. 
Greece,  Italy,  Norway,  and  Turkey  arc  100  percent  MAP.  They  arc 
very  stalwart  allies,  in  a very  critical  position,  critical  to  them,  critical 
to  the  idliance,  critical  to  the  security  and  the  policy  of  the  United 
States. 

For  Britain,  19  percent  of  tho  equipment  they  have  has  come  di- 
rectly or  indirectly  from  MAP,  and  I believe  all  of  that  has  come 
from  the  support  that  was  given  to  the  construction  of  the  British  type 
of  aircraft  about  4 or  5 years  ago. 

Senator  Case.  Of  course,  Spain  is  not  a member  of  NATO  but  where 
we  have  some  of  our  SAC  bases  in  Spain,  they  are  developing  a Span- 
ish Air  Force  integrated  in  one  instance  there;  at  least  they  are  using 
part  of  the  same  field. 

General  Norstad.  Yes,  sir. 

Senator  Case.  Are  they  available  or  would  they  be  in  support  of 
our  operations  there? 

General  Norstad.  I would  think  that  they  would  be  in  the  sense 
that  the  Spanish  forces  in  their  problem  of  defending  Spain  would 
also  give  support  defense  to  our  oases  in  Spain.  I think  that  is  one 
of  the  bases  on  which  support  has  been  given  to  Spain  for  this  pur- 
pose, but  they  are  not  on  call  to  NATO. 

Senator  Case.  They  are  sort  of  outside  the  pale,  but  in  the  same  way 
they  might  make  their  contribution. 

General  Norstad.  To  their  pw/i  defense,  and  in  defense  of  the  SAC 
bases,  but  not  to  NATO  as  such. 

Very  quickly,  in  view  of  the  time — we  have  taken  the  combat  forces 
now  maintained  in  the  alliance,  excluding  the  United  States  and  Cana- 
dian forces.  Working  on  a slice  basis,  using  the  U.S.  division  slice  or 
wing  slice  basis  os  appropriate,  we  have  computed  the  size  of  the  force 
the  United  States  would  have  to  maintain  in  Europe  to  carry  out  the 
NATO  mission  if  the  United  States  were  doing  it  alone.  We  find 
that  this  is  3V6  million  men  or  the  equivalent  of  SU  million  men  in 
combat  units  and  in  their  direct  support  that  arc  involved  or  are  bene- 
fiting by  the  aid  program. 

ESTIMATED  FORCES  TO  ACCOMPLISH  NATO  MISSION 

Senator  Ellender,  Where  are  those  8V6  million  people?  Do  you 
count  the  reserves  and  everything  else  ? 

General  Norstad.  If  you  take  the  U.S.  Army  as  the  basis,  we  have 
computed  a division  slice.  This  works  out  to  be  about  40,000  men. 
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Multiplying  this  by  the  number  of  divisions  gives  you  the  Army  equiv- 
alent. We  followed  a similar  procedure  for  the  naval  and  air  forces. 
You  not  onlv  are  paying  for  the  men  who  fire  the  gun,  but  you  are 
getting  the  backup  slice  as  well.  We  have  taken  on  that  basis  what 
would  do  the  equivalent  American  Defense  Establishment  that  would 
be  required  in  Europe  to  accomplish  the  NATO  mission.  That  comes 
out  to  31 £ million  men.  This  is  the  NATO  contribution  equivalent  to 
3 1/6  million  men,  and  does  not  consider  forces  required  at  home  or  else- 
where in  the  world. 

In  1903,  I simply  show  there  that  it  remains  essentially  the  same. 
It  is  3.7  million. 

This  I thinkgoes  to  your  question,  Mr.  Chairman.  This  goes  from 
1950  to  1958.  The  green  is  national  defense  ejmenditures  of  tne  NATO 
countries  les8  the  United  States  and  less  Canada.  The  orange  is 
the  deliveries  of  equipment  or  deliveries  of  money  or  equipment  to 
these  countries  from  IJ.S.  sources.  These  are  deliveries,  not  appropria- 
tions, not  authorizations.  These  ure  defense  expenditures.  Tnese  are 
deliveries.  You  see,  you  run  from  1950  where  we  have  $6.3  billion 
to  a peak  here  of  $12.2  for  expenditures  and  $3.2  billion  in  deliveries. 
This  reflects  of  course  the  formation  of  NATO,  and  the  Korean  war, 
and  the  threat  in  1950-51,  and  deliveries  taking  place  in  1953.  This 
comes  down  now  to  deliveries  in  1958,  about  1 billion,  and  defense  ex- 
penditures up  to  $13.3. 

Chairman  Hayden.  Thoy  have  been  doing  their  share,  then! 
General  Norbtad.  Yes. 

Senator  Ellender.  What  is  the  green  ? 

NATIONAL  DEFENSE  EXPENDITURES  BY  NATO 

General  Norstad.  National  defense  exjienditures  by  the  NATO 
countries  less  the  United  States  and  Canada. 

Senator  Ellender.  Where  did  you  get  that  information?  What 
is  the  basis  for  it? 

General  Norstad.  It  was  based  on  the  defense  presentation  book 
for  Europe. 

Senator  Ellender.  I certainly  would  like  to  get  it. 

General  Norstad.  Their  defense  expenditures  are  available,  and  also 
their  military  assistance  deliveries. 

Senator  Ellender.  How  much  havo  we  spent  in  Western  Europe 
all  together? 

General  Norstad.  You  mean  for  MAP? 

Senator  Ellender.  Yes. 

General  Norstad.  A little  over  $12  billion.  I know  mv  presenta- 
tion has  not  been  a detailed  presentation  for  the  committee  nut  I think 
this  information  is  all  in  the  printed  hooks. 

Senator  Ellender.  I would  be  curious  to  find  out. 

Senator  Holland.  This  $14.6  billion. 

Senator  Stf.nnis.  If  the  general  has  other  major  points  to  make,  I 
would  appreciate  his  having  a chance  to  then  make  them.  I cannot 
come  back  this  afternoon. 

General  Norstad.  Senator,  I have  completed  the  presentation. 
Senator  Stennis.  I am  going  to  stay  with  you  now. 

General  Norstad.  I have  completed  what  I proposed  to  say.  So  it 
is  now  entirely  up  to  the  committee  for  questions. 
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ADDITIONAL  PC*  BONN  EL  COB  RATO 

Senator  Dworshak.  General,  a few  weeks  ago  when  we  faced  the 
Berlin  threat,  we  read  in  the  press  that  you  sent  out  a rush  call  for 
additional  American  personnel  for  NATO.  What  is  the  significance 
of  that?  What  were  Vou  deficient  in  at  that  particular  time? 

General  Norstad.  I did  not  send  out  a rush  call  but  requested  addi- 
tional logistics  support  troops.  I did  not  ask  for  additional  units.  I 
asked  for  additional  individuals  to  bring  up  to  operating  strength  the 
units  that  we  had. 

Senator  Dworshak.  Were  they  specially  trained  personnel  that 
you  did  not  have  available  over  there  from  other  countries? 

General  Nohstad.  Under  normal  conditions  you  sometimes  nre  quite 
happy  to  let  the  manning  tables  drop  down.  If  you  feel  you  must 
man  these  organizations  24  hours  a day,  then  you  have  to  build  back 
up  again.  These  were  just  to  take  car©  of  that. 

Senator  Dworshak.  They  were  not  special  skills? 

General  Nohstad.  In  general,  they  were  not  specially  trained.  They 
were  not  highly  technical  people. 

U.B.  CONTRIBUTION  TO  NATO 

Senator  Ellender.  General,  do  you  know  the  percentage  of  the 
NATO  obligation  made  by  us  ? 

General  Norstad.  Percentage  in  units? 

Senator  Ellender.  In  furnishing  material  from  MAP.  We  have 
been  using  the  figure  38  to  40  percent.  Is  that  right  or  wrong? 
General  Norstad.  I don’t  know  if  we  show  it  that  wav. 

Senator  Ellender.  I notice  you  show  that  differently.  You  show 
it  in  glowing  figures.  What  I would  like  to  find  out,  and  I presume 
what  tho  committee  would  like  to  find  out,  is  what  percentage  of  the 
obligations  the  NATO  countries  furnish  comes  from  the  United  States. 

General  Norstad.  I tried  to  do  this  in  showing  you  the  major  items 
of  equipment,  and  aircraft  and  naval  vessels,  and  the  percentage  by 
country.  So  it  would  be  a composite  of  the  separate  countries.  It  is 
rathor  dangerous,  however,  to  take  a composite. 

Senator  Ellender.  Could  you  figure  out  whether  or  not  it  is  38 
or  40  percent,  or  just  what  percentage  of  the  NATO  obligations  we 
nre  assuming? 

General  Norstad.  I think  it  could  be  computed.  General  Guthrie, 
could  you  have  that  computed? 

General  Guthrie.  Yes,  sir ; we  can  present  that. 

General  Norstad.  You  make  that  available  to  the  Senator. 

General  Guthrie.  Yes,  sir. 

(The  information  referred  to  follows:) 

DtncNBK  Expenditures — NATO 

Reference  Is  made  to  the  chart  In  the  mutual  security  program— budget  esti- 
mate fiscal  year  I960,  Europe  and  Africa  volume,  on  the  yellow  page  tabbed 
Europe  entitled  “Defense  Expenditures  and  Military  Assistance,1'  which  appears 
opposite  page  1.  Senator  Kliender  requested  that  the  total  U.S.  contribution  to 
defense  be  fitted  Into  the  chart  rather  than  only  U.S.  MAP  contributions. 

The  chart  referred  to  was  presented  to  the  committee  to  relate  total  magni- 
tudes and  trends  of  U.S.  military  assistance  to  the  total  European  NATO  country 
defense  expenditures  (Including  Greece  and  Turkey  but  excluding  the  U.S.  and 
Canada). 

NATO  defense  expenditures  were  compiled  on  the  basis  of  the  agreed  NATO 
definition  of  defense  expenditure#  (sea  not*  (1)  on  chart  attached)  and  for 
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countries  like  United  Kingdom  and  France,  in  particular,  include*  an  undefined 
amount  ol  expenditures  of  a military  nature  not  directly  associated  with  NATO 
activities  or  commitments.  On  the  U.S.  side,  the  military  assistance  represents 
but  a fraction  of  the  total  U.S.  defense  effort  contributed  through  defense  expen- 
diture* to  NATO  activities  or  commitments.  No  acceptable  formula  has  been 
found  which  would  provide  a meaningful  breakout  of  total  U.S.  defense  expen- 
ditures between  purely  NATO  activities  or  commitments,  vla-a-vls  all  other  de- 
fease activities.  U.S.  defense  expenditures  ar«  made  for  any  direct  defense 
effort  of  the  U.S.,  irrespective  of  multilateral  or  bilateral  arrangements.  If  the 
need  arises,  a*  wo*  the  case  of  the  U.S.  military  contributing  to  the  recent 
support  of  the  Lebanon  Government  In  its  crisis. 

In  view  of  the  foregoing,  the  attached  chart  1b  submitted  for  comparison  of 
total  U.S.  and  Canadian  defense  expenditures  (Including  military  assistance) 
versus  those  of  other  NATO  countries.  This  chart  covers  the  time  series  from 
1049  to  mr>8. 

Senator  Ellender's  reference  during  General  Norn  tad's  testimony  to  a 38  to  40 
percent  U.S.  contribution  lo  meet  NATO  obligations  Is  assumed  to  relate  to  the 
U.S.  contributions  to  NATO  common  Infrastructure  costs.  The  U.S.  contribu- 
tion toward  NATO  infrastructure  was  48.1  percent  in  1050  and  has  been  pro- 
gressively reduced  to  the  current  U.S.  contribution  of  30.98  percent 

Tola l and  percent  c!  grans  national  product , by  calendar  years 
TO i’AL  DEFENSE  EXPENDITURES 
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(l)  Defense  expenditure®  are  on  NATO  definition  basis.  This  definition  covers  expenditures  from  appro- 
priation* for  military  functions  of  the  De  jmrt  ment  <>t  Defense,  the  military  nMlstanceproeram.  and  ftjandi* 
ture®,  inappropriate,  of  oilier  activities  of  tlic  U.8,  Government  which  meet  the  NATO  definition  of  defense 
expenditures.  Activities  of  the  U. 8.  Government  covered  l>y  the  NATO  definition  of  defense  ett-cndl- 
ture*  are  the  Atomic  Energy  Comm  Union,  ('oast  Guard,  National  Aeronautic*  and  Space  Arencv.  jtclee, 
live  Set  v loo,  Veterans’  Administration  ( National  Servicemen  * Indemnity),  and  a portion  of  the  program 
of  the  International  Cootwrallon  Administration. 

(31  Percentage  calculation*  ara  based  on  pro's  national  product  at  market  price*. 

(3)  Precise  compariaons  of  the  leveli  of  defend  exjiendllurcs  between  the  European  countries  and  the 
United  8'atM  are  not  feasible.  The  conversion  Into  dollar*  has  been  made  on  the  basis  of  official  foreign 
exchange  rates,  and  the  pure  basing  power  of  the  dollar  I*  appreciably  higher  In  most  European  countries 
than  In  the  United  8 tales  I nlra- European  comparisons  of  the  converted  dollar  figures  are  subject  to  similar 
limitation*.  AdJuitmanU  to  make  figure*  truly  comparable  cannot  be  made. 
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Senator  Ellendeb.  You  have  made  a fine  showing  for  the  allies  on 
this  chart. 

General  Norstad.  I hope  I have  made  a fine  showing  for  the  United 
States,  too,  Senator. 

Senator  Elixnder.  I would  like  you  to  put  in  the  record,  if  you  will, 
how  much  we  are  providing  for  militaiy  assistance  this  year? 

General  Dunn,  $714  million. 

General  Norstad.  What  are  we  talking  about?  Are  we  talking 
about  the  MAP  to  Europe  ? 

Senator  Ellen der.  Yes. 

General  Norstad.  The  tentative  breakdown  on  that  gives  NATO 
Europe  $714  million. 

Senator  Ellen der.  What  will  that  be  used  for? 

General  Norstad.  That  is  in  the  book ; a good  part  of  that  is  used  for 
new  weapons. 

Senator  Ellender.  Can  you  tell  us  to  what  countries? 

General  Norstad.  It  is  in  the  book,  sir. 

Senator  Ellender.  What  book  ? 

General  Norstad.  Senator,  I am  not  reluctant  to  give  that,  but  this 
will  be  in  a detailed  presentation  which  the  Pentagon  will  make.  I am 
not  making  the  military  assistance  program  detailed  presentation. 

Senator  Ellender.  But  you  are  hero  pleading  for  the  $714  million. 
That  is  what  you  aro  doing,  General.  I most  respectfu  ly  think  that  if 
you  havo  the  information  that  you  should  be  the  one  to  give  it  to  us. 

Mr.  Claxton,  Mr.  Chairman,  this  entire  presentation  will  be  made 
by  the  Department  of  Defense  later  on  when  the  committee  takes  up 
the  mutual  security  program. 

Senator  Ellender.  The  question  I wanted  to  ask,  General,  I did  not 
mean  to  be  impertinent  a while  ago  when  I said  you  made  a case  for 
the  foreign  countries  when  presenting  the  last  chart,  but  what  I would 
like  to  get  from  you  is  what  effort,  if any,  is  being  made  to  get  our  so- 
called  allies  to  put  in  their  just  proportion  of  the  money  necessary  to 
defend  Western  Europe.  I suppose  you  know  that  the  President  is 
asking  us  to  raise  the  debt  limitation  to  $296  billions? 

KEVIKW  OV  MUJTAXT  MQUIUMIHTS 

General  Norstad,  Senator,  every  year  there  is  a review  within  the 
NATO  structure  in  which  the  American  representatives  participate, 
of  the  military  requirements  and  of  the  actual  steps,  contributions, 
which  the  countries  are  making  toward  the  achievement  of  these  re- 
quirements. Among  the  experts  who  deal  with  these  things  are  eco- 
nomic, financial  experts  from  all  the  countries,  including  the  United 
States.  The  pressure,  if  that  is  the  right  word,  is  applied  where  it  is 
felt  or  considered  neccssatw  on  these  countries  to  do  more  or  to  do  better 
where  it  is  indicated  that  tney  should. 

(Discussion  off  the  recora.) 
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The  Italian  Prime  Minister  and  Defense  Minister  at  the  NATO 
meeting  in  December  of  last  year,  1958,  stated  that  they  were  going  to 
increase  their  defense  budget  by  4 percent  for  each  year  for  the  nest 
5 years.  The  general  basis  of  that  was  to  keep  step  with  the  expanding 
economy  and  the  increasing  gross  national  product. 

(Discussion  off  the  record^ 

Senator  Case.  Mr.  Chairman,  if  this  chart  is  correct,  our  contribu- 
tion is  going  down. 

Senator  Ellf.ndeh.  That  is  in  proportion  to  what  they  furnish. 

Senator  Case,  No,  that  is  an  actual  figure. 

Senator  Stennis.  While  they  are  getting  the  chart,  will  the  Chair 
yield  to  me  I I have  anot  her  meeting  at  2 o’clock, 

General  Norstad.  This  is  based  on  last  vear’s  appropriations. 
When  that  is  translated  into  deliveries,  this  figure  will  be  down  to 
half  of  that. 

Senator  Ellender.  That  is  NATO  only. 

General  Norstad.  That  is  correct,  sir. 

Senator  Stennis.  Mr.  Chairman,  I have  only  two  questions.  I 
thank  the  Chair  for  yielding  to  me. 

First,  I think  you  havo  made  about  tho  clearest  presentation  of 
this  problem  that  I have  over  heard,  General.  You  made  a fine, 
clearcut.  distinction  there  between  so-called  limited  war  and  this 
deterrent,  that  is,  you  are  not  going  to  tako  it  inch  by  inch.  I think 
that  is  about  the  clearest  illustration  I have  seen  of  that  point  and  it 
is  a very,  very  needed  distinction  and  clarification. 


ASSISTANCE  TO  MILITARY  ESTABLISHMENT 

Now,  these  are  not  unfriendly  questions,  but  I do  question  some  of 
your  conclusions  on  this.  Three  and  a half  million  men  as  you  have 
said  now,  this  money  we  are  putting  in  here  is  the  equivalent  of  3V6 
million  men. 

General  Norstad.  No,  I did  not  mean  to  say  that. 

Senator  Stennis.  The  military  force  which  we  assist  by  this 
program. 

General  Norstad.  The  military  establishment  that  we  assist  in 
creating. 

Senator  Stennis.  Is  the  equivalent  of  3*4  million  men  t 

General  Norstad.  Yes,  sir. 

Senator  Stennis.  Of  course,  that  moans  armed  men,  you  know, 
ready  to  go. 

General  Norstad.  Yes,  sir,  but  including  support  forces. 

Sonator  Stennis.  Now,  on  appropriation  day  we  often  have  the  ar- 
gument thrown  at  us  that  every  dollar  here  that  we  appropriate  is 
equivalent  to  $5  in  creating  soldiers.  Of  course,  that  is  in  tho  military 
program.  That  argument  glosses  over  the  distinction  between  tho 
quality  of  your  fighting  men,  the  quality  of  those  divisions.  Bring- 
ing it  back  to  your  situation,  do  you  think  that  this  program  here  is 
equivalent  of  3V6  million  men  of  the  U.S.  force  military  standards  ? 

General  Norstad.  I can  only  say  this,  that  it  makes  possible  a force 
without  which  there  would  be  disastrous  consequences.  I think  the 
general  discussion  of  the  concept  clearly  shows  this. 
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Senator  Stknnib.  Yes,  and  would  require  us  to  put  up  3^  million 
men? 

General  Norstad.  Somebody  would  have  to  put  up  the  manpower. 
I would  not  wish  to  be  held  precisely  that  this  would  mean  3 y2  mil- 
lion men.  What  I said  on  that  point  was  tins : How  many  Americans 
does  it  take  to  place  a division  in  the  held?  It  is  not  only  the  fight- 
ing division,  but  it  is  the  military  support  behind  that  division.  We 
have  applied  that  same  rule  to  these  forces.  Now,  there  are  differ- 
ences in  the  quality  of  divisions.  There  are  differences  between  Amer- 
ican divisions,  as  a matter  of  fact.  There  nro  differences  between  air 
units  and  there  are  differences  between  naval  forces.  But  theso  forces, 
in  roughly  this  order  of  magnitude,  would  be  regarded,  if  you  take 
them  roally  from  the  lowest  or  from  the  highest — I would  say  this, 
that  if  we  can  assume,  and  I do,  that  the  aid  program,  and  I brought 
those  charts  to  illustrate  it,  has  made  possible  this  effort  on  the  part 
of  our  allies,  then  I think  we  can  sny  that  we  are  getting  a lot  of  de- 
fense for  tho  dollars  that  we  put  into  this  program. 

Senator  Stbnnis.  With  all  deference  to  you.  and  you  were  diverted 
awhile  ago  from  Senator  Ellendor’s  question  for  comparison  between 
these  units  over  there  in  NATO  with  our  own  standards,  you  have  a 
highly  competent  7th  Army  and,  from  what  little  I know,  It  certainly 
is  deserved.  I was  impressed  very  well  with  it  last  September.  But 
you  never  did  warn  them,  and  this  is  the  comparison : What  about  this 
7th  Army  now?  Is  there  anything  else  over  there  that  will  equal  it, 
and  how  much  below  it?  I mean  in  NATO,  With  nil  deference,  wo 
don’t  think  too  well  of  a lot  of  units  from  wlmt  we  hear.  Now,  what 
dovousay? 

General  Norstad.  I would  say  that  the  British  units  in  war  and  in 
peace  have  demonstrated  over  a period  of  years  that  they  are  pretty 
tough. 

Senator  Stennis.  I do  not  mean  in  history.  I mean  those  you  havo 
there. 

General  Norstad.  I must  base  that  on  experience  and  on  quality. 
While  there  are  some  deficiencies  in  the  forces,  I must  rate  tiiem  ns 
being  very,  very  fine  units.  I have  no  reason  to  question  or  to  doubt 
tho  military  effectiveness,  for  instance,  of  the  Dutch  or  the  Belgians. 
Within  the  limitations  or  their  equipment,  and  I think  I pointed  out 
that  we  are  suffering  from  some  equipment  deficiencies,  which  wo  hopo 
this  program  will  help,  I think  they  nro  very  good  units. 

There  are  differences,  for  instance,  in  divisions.  Wo  tend  to  think 
of  a division  ns  boing  an  absolute  standard  of  measurement.  It  is  not. 
A division  can  lie  0,000.  A division  can  lie  15,000.  But  in  general 
we  are  talking  about  a division,  something  that  runs  between  11,000 
and  16,000  men.  In  general,  these  units  nro  of  n high  order. 

The  Germans  are  deficient  principally  in  equipment  at  the  present 
time.  When  they  are  organized,  they  will  lie  first-class  military  units. 

Senator  Stbnris.  Why  don’t  you  get  that  equipment?  Because  of 
time  ? 

General  Norstad.  Time,  really.  You  see,  they  are  buying  some 
equipment.  As  I stated,  tne  Germans  have  put  in  an  order  from  us 
alone  of  three-quarters  of  a billion  dollars. 
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Sonator  Stennis.  Pardon  me.  Do  you  want  to  make  any  further 
comparison  of  those  units  ? 

General  Norstad.  No;  I have  nothing  more. 

REDUCTION  IN  COST  or  0.8.  fiUk’t’OUT 

Senator  Stennis.  You  talk  about  reduction  in  the  forces  over  there 
for  11MJ3,  Did  you  see  any  reduction  in  the  amount  that  it  would  cost, 
you  know,  the  amount  we  will  have  to  appropriate?  You  have  a re- 
duction now  from  what  it  was  n few  years  ago.  Could  you  give  that 
in  dollars? 

General  Nohstad.  No,  sir,  I cannot  do  that. 

Senator  Stennis.  Maybe  the  Department  of  Defense  will  do  that. 

General  Norstad.  I am  not  so  sure  that  the  Department  of  Defense 
can  do  that,  because  we  have,  Senator 

Senator  Stennis.  We  have  Baid  dollars  here.  It  comes  down  to  a 
dollar  decision,  finally. 

General  Nohstad.  Yes,  sir. 

Senator  Stennis.  If  you  don’t  have  anything,  that  is  all  right. 
Senator  Holland  wanted  to  know  what  are  the  naval  components  in 
tho  Black  Sea  of  NATO. 

General  Norhtad.  Turkish,  mostly. 

Senator  Ellender.  Do  you  have  any  questions  ? 

General  Norstad.  when  I spoke  of  these  charts,  particularly  the  one 
showing  the  contribution  of  our  friends  in  Western  Europe,  I know 
that  we  have  been  on  the  decrease  generally.  I notice  that  it  was 
headed  “European  NATO”  which  means  all  of  Western  Europe  plus 
Turkey  and  Greece. 

General  Norstad.  Yes,  sir. 

Senator  Ellender.  Those  are  the  only  countries.  Notwithstanding 
the  vast  improvement  which  has  been  made  in  those  countries  and  the 
fact  that  their  economies  have  grown  to  unprecedented  heights,  we  are 
still  contributing  from  38  to  40  percent  of  their  NATO  requirements. 
Will  you  furnish  the  exact  percentages  ? 

General  Guthrie.  Yes.  sir.  To  the  best  of  our  ability. 

Senator  Ellender.  Wnat  we  also  would  like  to  have  in  that  table 
is  our  total  contribution.  In  other  words,  add  all  of  ours  together  as 
against  all  of  theirs  together,  and  see  how  we  come  out. 

General  Guthrie,  It  is  very  substantial,  sir. 

Senator  Ellennder.  I know  it  is.  Two  and  a half  to  three  times 
the  amount. 

Senator  Case.  We  had  an  example  on  ships,  for  example,  of  the 
cumulative  vnluo  of  the  physical  equipment  given  over  a period  of 
time.  Tho  ships  would  add  up,  the  planes  would  add  up. 

QUESTION  or  DI fTEKENT)  AL  IN  VIOUKE  REQUESTED 

Senator  Allott,  It  occurs  to  me  from  this  question  of  yours,  Sena- 
tor, if  I may  say  so.  I think  it  has  to  be  pinned  down  to  a narrower 
field  than  what  you  lmve  done.  As  I understand  the  operation  of  the 
forces,  you  have  a unified  force.  Now,  if  you  are  going  to  include 
in  this  figure  the  cost  of  supplying  and  furnishing  our  own  troops, 
then  you  nave  a different  picture,  and  you  would  como  up  to  a substan- 
tially higher  percentage  than  you  are  going  to  como  up  to  if  you  take 
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the  figures  they  are  using  to  supply  their  own  troops  or  that  we  are 
using  to  supply  their  own  troops.  I think  this  differential  should  be 
made  as  to  what  figure  we  are  asking  for.  Does  this  make  sense 
to  you,  General! 

General  Norstad.  Yea  General,  Guthrie,  you  would  have  to  make 
certain  assumptions,  I think,  in  providing  this,  but  I think  after  the 
discussion  here  that  you  have  the  basis  for  giving  the  Senator  what 
he  wants.  I would  lito  to  make  it  very  clear  that  nothing  that  I have 
said  has  been  intended  to  minimize  in  any  way  the  very  substantial, 
the  very  necessary  contribution  that  is  being  mado  by  the  Unitea 
States  in  this.  Without  that  contribution  there  would  be  no  real 
defense  in  this  area. 

Senator  Ellender.  General,  that  is  what  I had  in  mind,  also.  I 
have  been  on  this  committee  now  since  1948.  I have  seen  the  debt  go 
up  end  up  and  up  and  with  higher  interest  rates  facing  us  now  it  is 
entirely  possible  that  our  carrying  charge  alone  will  be  from  11  to  12 
percent  of  every  dollar  wre  appropriate.  That  is  something  that  does 
not  scare  our  allies  at  all  as  it  does  us.  With  all  of  that  we  aro  still 
going  forward.  The  point  I was  making  is  that  if  America  falls 
economically,  you  know  what  will  happen  to  the  world. 

General  JJorbtad.  There  is  no  question  about  that. 

Senator  Ellender,  Are  there  any  further  questions?  If  not,  Gen- 
eral, we  wish  to  thank  you  very  much  for  your  presence  hero,  and 
I hope  to  sco  you  in  France  this  year. 

General  Norstad,  Thank  you,  Mr.  Chairman. 

(Thereupon  at  1 p.m.,  Tuesday,  June  9, 1959,  the  committee  recessed 
subject  to  call  of  the  Chair.) 
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TUESDAY,  AUGUST  4,  1950 

U.S.  Senate, 

Committee  on  Appropriations, 

Washi  nylon,  D.C. 

Tho  commit  too  mot  at  10  a.m.,  pursuant  to  cull,  in  room  1224, 
New  Senate  Office  Building,  Hon.  Carl  Hayden  (chairman)  presiding. 

Present:  Chairman  Hayden,  Senators  Ellcnder,  Bobcrtson,  Holland, 
Byrd,  McGee,  Saltonstalf,  Young,  and  Dworshak. 

EXPORT-IMPORT  BANK  OF  WASHINGTON 

STATEMENTS  OF  SAMUEL  C.  WAUGH,  PRESIDENT  AND  CHAIR* 

MAN  OF  THE  BOARD;  LYNN  U.  STAMBAUGH,  FIRST  VICE  PRES- 
IDENT AND  VICE  CHAIRMAN;  ARTHUR  M.  ANDERSON,  TREAS- 
URER AND  BUDGET  OFFICER;  FRANK  J.  WALSH,  ASSISTANT 

TREASURER,  AND  CHIEF,  ACCOUNTS  DIVISION 

UUOCKT  REQUEST 

Chairman  Hayden.  Tho  commiltco  will  bo  in  order. 

Tho  first  witnesses  today  aro  from  tho  Export-Import.  Bank  of 
Washington.  Tho  budget  request  for  tho  Bank  for  administrative 
uxpenses  for  fiscal  year  lDtiO  is  in  the  amount  of  $2.5  million,  and  tho 
House  lias  approved  t ho  full  amount  requested.  Pages  1 through  1 19 
of  tho  IIouso  hearings  are  devoted  to  the  Export-Import  Bank.  We 
will  hold  hearings  each  day  for  the  remainder  of  this  week  and  prob- 
ably all  next  week  beginning  at  10:20.  However,  they  may  he  inter- 
rupted by  conferences  in  which  event  we  will  have  to  hear  the  wit- 
nesses a fit  tic  bit  later. 

I thought  I had  hotter  explain  that  so  that  tho  press  will  under- 
stand wo  are  working,  but  wo  have  other  troubles  in  addition  to  what 
wo  have  beforo  us  now. 

Wo  will  bo  very  pleased  to  hear  from  you,  Mr.  Waugh. 

Mr.  Waugh.  Thank  you,  Senator;  thank  you,  gentlemen. 

First  I would  liko  to  present  mv  associates.  On  my  immediate 
right  is  Mr.  Lynn  U.  Stnmbaugh,  First  Vico  President  of  the  Bank, 
wno  has  been  connected  with  too  Bank  for  14  or  15  years. 

Next  is  Mr,  Arthur  M.  Anderson,  the  treasurer  of  tho  Bank,  who 
has  boen  with  tho  bank  11  years  or  moro. 

Then  Mr.  Frank  J.  Walsn,  assistant  treasurer,  who  has  been  at  the 
bank  now  22  or  23  years. 

I would  liko  to  road  a brief  statement,  if  I may,  for  tho  record. 

8T 
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Chairman  Hayden.  You  may  proceed. 

Mr.  Waugh.  Tho  Export-Import  Bank  subiuiU  to  the  Congress  its 
budget  estimates  and  its  request  for  the  authority  to  pay  out  of  the 
Bank's  estimated  earnings  of  $132.6  million  in  fiscal  year  16G0  the 
amount  of  $2,500,000  for  administrative  expenses.  The  Bank’s  budget 
estimates  present  in  detail  the  data,  including  anticipated  workload, 
in  support  of  the  Bank’s  estimated  expense  budget  for  1860,  together 
with  statisticsj  charts,  and  graphs  pertaining  to  the  Bank’s  actual 
lending  operations  for  the  year  ended  December  31,  1858,  and  cumu- 
lative. 

1646  n • NK  OPERATIONS 

The  Bank  operated  during  fiscal  year  1859  within  its  original  budget 
limitation  of  $2,055,000,  as  approved  by  the  Congress.  In  accordance 
with  Public  Law  85-402,  an  additional  amount  of  $160,447  was 
required  to  meet  pay  increases.  Tho  total  of  thoso  two  items,  there- 
fore, is  $2,215,447  for  fiscal  year  1959.  The  increase  of  $284,553 
requested  in  the  limitation  for  fiscal  year  1960  is  to  provide  for  adding 
to  the  Bank’s  personnel  6 technicians  and  18  stenographic  and  clerical 
positions  and  ror  moderate  increases  in  other  related  items. 

1660  ESTIMATED  RETURN  TO  TREASURY 

It  is  estimated  that  interest  in  the  amount  of  $42.5  million  on  its 
borrowings  will  be  paid  to  tho  U.S.  Treasury  by  the  bank  out  of  its 
earnings  in  fiscal  year  I960.  After  payment  of  interest  and  adminis- 
trative expenses,  there  will  remain  an  estimated  net  profit  of  $87.6 
million.  Out  of  these  not  profits  tho  Bank  expects  to  pay  a dividend 
of  at  least  $22.5  million  upon  its  capital  stock  to  the  U.S.  Treasury. 
Tho  balance  of  estimated  earnings  totaling  $65.1  million  will  bo  placed 
in  reserve  for  contingencies,  increasing  the  undivided  profits  so  reserved 
to  $633.9  million  at  the  end  of  fiscal  year  1960. 

OHIOINAL  U.S.  CAPITAL  INVESTMENT 

Chairman  IIayden.  What  is  the  capital  investment  of  the  United 
States  in  the  bank? 

Mr.  Waugh.  Tho  present  capital  is  $1  billion,  and  tho  borrowing 
power  authorized  is  $6  billion,  both  authorized  by  tho  Congress. 

Chairman  Hayden.  On  what  amount  was  the  interest  and  divi- 
dends paid? 

Mr.  Waugh.  Tho  annual  dividend  payable  to  tho  Treasury  is 
2%  percent  or  $22,500,000  on  $1  billion  capital.  The  interest  is  paid 
on  the  borrowings  from  tho  Treasury  and  that  fluctuates  each  30  clays 
in  accordance  with  tho  rato  set  by  the  Secretary  of  the  Treasury, 
Today  we  aro  paying  the  Treasury  i%  porcent,  tho  highest  rate  that 
the  Bank  has  paid  the  Treasury  in  its  25-year  history.  The  rato  given 
to  us  each  30  days  is  for  the  borrowings  during  the  ensuing  month. 

Chairman  Hayden.  Has  any  part  of  the  original  capital  mvostmont 
of  tho  United  States  in  the  Bank  beon  repaidr 
Mr.  Waugh.  No,  sir.  We  are  loaning  the  capital  and  we  have 
acquired  reserves  of  $550  million  which  aro  also  being  loaned.  The 
earnings  accrue  to  the  U.S.  Treasury. 

Chairman  Hayden.  Thank  you. 
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DISPOSITION  OP  PROJECTS 

Senator  Kllbnder.  During  the  entire  existence  of  the  Bank  would 
you  mind  stating  for  tho  record  what  profits  you  have  made,  and 
wiut  has  become  of  them? 

Mr.  Waugh.  This  will  nil  be  in  my  statement.  Senator.  If  it  is 
not  as  complete  as  you  would  like  to  liavo  it,  I will  give  it  to  you  in 
more  detail. 

Senator  Ei.lknuek.  The  next  question  is,  what  losses  have  you 
sustained? 

Mr.  Waugh.  That  is  also  in  tho  statement. 

I.KVKL  or  OPERATIONS  IN  1 0«O 

The  lovel  of  lending  operations  for  fiscal  year  1900  is  reflected  in 
the  new  credits  estimated  which  consist  of  195  exporter  credits 
amounting  to  $23  million,  58  development  project  credits  of  $058 
million,  4 commodity  credits  of  $254  million,  and  5 emergency  foroign 
trade  credits  of  $220  million,  giving  an  aggregate  total  of  $1,155  mil- 
lion in  now  credits. 

Tho  Bank  also  requests  authority  in  1960  to  expend  up  to  the  equiva- 
lent of  $200,000  in  foreign  currencies  obtained  by  tho  Bank  out  of 
proceeds  of  sales  of  agricultural  surpluses  for  expenses  incurrod  inci- 
dental to  the  loans  made  by  the  Bank  in  foreign  currencies  under  the 
Cooloy  amendment  to  Public  Law  480.  The  Bureau  of  tho  Budget 
has  alroady  apportioned  currencies  to  Export-Import  Bank  in  17 
foreign  countries.  Additional  and  other  apportionments  will  bo  made 
progrossivoly, 

Senator  Ellknder.  Aro  those  additions  to  your  stated  capital  and 
your  borrowing  authority? 

Mr.  Waugh.  Yes,  sir.  These  are  all  foreign  currencies,  and  we 
report  them  ontircl.v  separate  from  the  borrowing  authority  and  tho 
capital. 

CONDITIONS  APPLICABLE  TO  LOANS 

Senator  Ellknder.  Are  the  conditions  imposed  on  the  borrowers 
the  same  for  both  types  of  loans? 

Mr  Waugh.  No,  sir.  The  loans  wo  make  out  of  the  appropriated 
dollars  nro  practically  entirely  for  expenditures  in  the  United  Stales. 
Oftentimes  we  loan  the  foreign  currencies  to  United  States  firms  or 
their  afliliates  in  tho  foreign  countries  for  capital  purposes  of  one  kind 
or  another.  Wo  do  not  use  the  same  requirements.  But  wo  still 
believe  that  the  loans  made  in  foreign  currencies,  repayable  in  foreign 
currencies,  require  the  same  high  standards  of  good  banking  that  ive 
use  in  connection  with  the  loans  we  make  out  oi  appropriated  dollars. 

Senator  Eluondkh.  Do  you  place  the  same  safeguards  on  loans  of 
foroign  currencies,  as  you  ilo  on  dollar  loans? 

Mr.  Waugh.  We  use  the  host  banking  standards  for  the  loaning 
of  foreign  currencies  to  American  firms  and  their  afliliates  abroad. 

OPERATIONS  WITH  fORKUlN  CURRENCIES 

Senator  Ellendf.r.  Are  your  foreign  currencies  obtained  from 
Public  Law  480  sale?  agreements? 

Mr.  Waugh.  Under  tho  Cooloy  amendment  to  Public  Law  480 
the  Bank  receives  in  foreign  currencies  up  to  25  percent  of  the  sales 
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of  agriculture  surpluses  for  reloaning  under  certain  terms  and  con- 
ditions. The  currencies  are  turned  over  to  us  by  the  Treasury  with 
the  approval  of  the  Bureau  of  the  Budget, 

Senator  Ellender.  Do  you  obtain  any  other  foreign  currencies 
in  addition  to  those  derived  through  the  Cooley  amendment? 

Mr.  Waugh.  No,  sir.  There  are  no  foreign  currencies  we  use  other 
than  those  obtained  through  the  Cooley  amendment.  Our  experience 
with  the  Cooley  amendment  iB  that  if  wo  could  obtain  additional 
foreign  currencies  we  could  loan  them  to  advantage  under  the  rules 
and  regulations  wo  are  now  using. 

EXTENSION  or  OPERATIONS  UNDER  PUBLIC  LAW  4S0 

Senator  Ellender.  You  may  desire  to  make  that  known  when 
Public  Law  480  comes  up  for  consideration  during  this  session  of 
Congress. 

Air.  Waugh.  I am  not  suggesting  that  a greater  sum  be  set  aside 
out  of  the  sales  at  present,  but  I think  that  the  U.S.  Treasury  now  has 
foreign  currencies  that  are  more  or  less  sterile  from  a number  of 
countries.  If  we  could  work  out  agreements  w’ith  somo  of  these 
foreign  governments  to  turn  additional  currency  over  to  us  for  reloan- 
ing in  too  countries,  it  wrould  be  advantageous  in  my  opinion,  both 
to  the  countries  ana  to  the  U.S.  taxpayor. 

LEGAL  AUTHORITY  FOR  EXTENDED  OPERATIONS 

Senator  Ellender.  Have  you  the  necessary  legal  authority  at 
present  to  accomplish  this  objective? 

Mr.  Waugh.  No,  sir.  We  do  not  have  the  necessary  legal  au- 
thority. This  is  a matter  under  discussion  with  the  Secretary  of  the 
Treasury  at  this  particular  time. 

Senator  Ellender.  What  is  hampering  it?  Is  thero  anyone 
opposed  to  it?  As  I understand,  wo  have  on  hand  billions  of  dollars 
in  foreign  currencies.  Has  there  been  objection  on  the  part  of  the 
Treasury  or  anybody  in  the  Government  to  the  use  of  these  foreign 
currencies? 

Mr.  Waugh.  Thero  is  no  objection  that  we  have  been  able  to 
Ascertain  from  the  Treasury.  The  objection  to  reloaning  those  for- 
eign currencies  undoubtedly  wall  come  from  the  countries  abroad. 
Senator  Ellender.  The  host  countries. 

Mr.  Waugh.  Yes,  sir. 

Senator  Ellender.  They  want  dollars  instead  of  their  owm  cur- 
rencies. 

Mr.  Waugh.  That  is  correct. 

Chairman  Hayden.  Let  mo  ask  this  question.  You  have  to  have 
somo  vehicle  for  the  legislation  which  you  say  will  bo  required.  Would 
an  amendment  to  tbo  law  wdiich  the  Senator  referred  to,  Public  Law 
480,  be  appropriate  at  this  time? 

Mr.  Waugh.  I do  not  think,  sir,  it  can  be  done  through  an  amend- 
ment to  Public  Law  480.  I think  it  has  to  bo  done  in  connection 
with  the  negotiation  of  future  sales  agreements  under  tho  sale  of 
agricultural  surpluses.  That  is  where  tho  amendment  must  be  made 
in  order  to  be  able  to  uso  the  currencies. 
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Senator  Ellender.  The  foreign  currencies  to  which  you  have 
referred  do  not  come  solely  from  Public  Law  480  sales.  Much  of  the 
foreign  currencies  havo  been  generated  through  our  foreign  aid  pro- 
gram and  are  presently  controlled  by  the  host  countries  and  it  is 
difficult  to  get  them  to  cooperate  with  us. 

Mr.  Waugh.  That  is  correct.  In  fact,  all  of  the  sales  that  were 
made  previous  to  2 yearn  ago  where  the  returns  are  payable  in  local 
currencies  are  now  accumulating  in  the  U.S.  Treasury  and  are  sterile. 

I am  not  the  authority  to  say  what  the  proper  legislation  should  be, 
but  I think  it  should  be  considered  seriously  so  that  we  might  make 
arrangements  with  these  host  countries. 

NECEB8ITY  FOB  LEGISLATIVE  COMMITTEE  ACTION 

Chairman  Hayden.  The  point  I would  like  to  make  is  that  the 
Appropriations  Committee  has  no  authority  to  report  out  legislation. 
It  has  to  come  from  some  legislative  committee.  The  Committee  on 
Agriculture  will  be  considering  an  allied  question,  which  is  what  to  do 
with  Public  Law  480,  and  it  could  be  very  appropriate  to  add  an 
additional  section  to  that  bill  which  would  accomplish  the  purpose 
you  havo  in  mind.  I am  trying  to  find  a legislative  vehicle  which  will 
do  tho  work. 

Mr.  Waugh.  I understand,  Senator  Hayden.  Tho  point  I am 
trying  to  make  is  that  the  enactment  of  legislation  on  Public  Law  480 
might  well  tako  care  of  future  cases.  I am  thinking  of  tho  repayments 
received  ou  loans  that  were  mado  moro  than  2 years  ago  under  certain 
terms  and  conditions  which  would  havo  to  be  worked  out  retroactively 
with  tho  host  country. 

Chairman  Hayden.  You  have  to  havo  authority  to  do  that. 

Mr.  Waugh.  Yes,  sir. 

Senator  Ellendeii.  Mr.  Waugh,  you  are  referring  at  the  moment 
to  foreign  currencies  on  hand  which  may  have  accumulated  through 
Public  Law  480  salos,  and  also  from  other  transactions  conducted 
by  ICA  and  other  Government  agencies. 

Mr.  Waugh.  That  is  correct. 

Senator  Ellendeii.  I am  surprised  to  hear  you  say  that  you  wore 
not  interested  in  obtaining  additional  foreign  currencies  through  the 
Cooley  amendment  in  view  of  the  success  you  have  had  with  the 
loons  of  foreign  currencies. 

I don’t  remembor  at  the  moment  the  exact  percentage  of  Public 
Law  480  funds  set  aside  by  tho  Cooley  amendment,  but  if  the  program 
has  been  os  successful  as  you  say  it  lias  been,  it  strikes  me  that  in  the 
future  we  ought  to  provide  for  setting  aside  a greater  percentage. 

DISPOSITION  OF  FUNDS  UNAUTHORISED  FOR  RtLENDING 

Mr.  Waugh.  I understand.  The  law  today  states  not  to  exceed 
25  pore  out  to  tho  Export-Import  Bank  for  reloaning.  What  is  done 
with  the  other  75  percent  is  the  first  question  that  will  be  raised  in  this 
connection.  A certain  percentage  is  retained  by  the  United  States 
for  its  expenditures  overseas  in  sorao  cases  where  we  havo  troops  and 
in  all  casos  whore  we  havo  embassies.  The  balance  under  the  agree- 
ments today  is  loaned  back  for  development  purposes  within  tho 
country. 
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Senator  Ellkvder.  It  is  another  form  of  foreign  aid. 

Mr.  Waugh.  Yes,  sir.  That  is  where  you  got  the  conflict  of  interest 
if  you  increase  the  25  percent  and  deoreaso  the  remaining  75  percent. 


of  fact,  some  of  us  thought  that  you  should  have  ample  leeway  to  use 
all  of  if  you  can.  Why  not? 

Mr.  Waugh.  Senator  Ellonder,  when  I made  my  point  that  I 
thought  wo  could  use  additional  local  currencies  advantageously,  I 
was  not  arguing  for  or  against  increasing  tho  25  porcont.  It  Booms 
to  mo  that  tho  first  thing  wo  should  do  would  he  to  try  to  do  as  tho 
chairman  says,  arrive  at  a meeting  of  minds  whoroby  wn  could  ubo 
tho  foreign  currencies  that  wo  already  havo  in  the  Treasury  that 
aro  sterile  today. 

Senator  ELlendeh.  Those  havo  been  produced  from  other  sources, 
also. 

Mr.  Waugh.  It  is  tho  samo  source. 

Senator  Ellekdf.r.  Not  entirely,  somo  of  the  currencies  were  de- 
rived from  ICA  economic  grant  assistance  programs.  To  obtain  tho 
release  of  those  funds  would  require  renegotiation  with  the  host  gov- 
ernments for  the  use  of  their  currencies. 

Mr.  Waugh.  That  is  correct. 

Senator  Ellendeh,  Do  you  know  what  answer  we  will  get  on  that? 
A big  “No,”  bocauao  thoy  want  to  keep  control  of  these  funds. 
They  won't  permit  us  to  spend  them  in  their  country. 

Chairman  Hayden.  Senator  Young. 

FUNDS  FROU  BAI.B  OF  AORICUl.TURAl.  HURFI.US 

Senator  Young.  I notice  this  statement  in  your  prepared  statement: 

The  Bank  also  requests  authority  Id  I960  to  expend  up  to  the  equivalent  oj 
$200,000  in  foreign  currencies  obtained  by  tho  Bank  out  of  proceeds  of  sales  o* 
agricultural  surpluses  for  expenses  Incurred  incidental  to  the  loans  made  by  the 
Bank  In  foreign  currencies  under  the  Cooley  amendment  to  Public  law  480. 

Do  you  use  these  to  defray  tho  expenses  of  the  Import-Export  Bank 
officials  in  making  dollar  loans? 

Mr.  Waugh.  Exclusively  in  tho  expense  of  loaning  foreign  cur- 
rencies. Our  appropriation  for  tho  expense  of  making  our  dollar  loans 
is  inoludod  in  the  appropriation  request  before  you  today. 

Senator  Young.  Thero  is  no  request  to  roimburso  tho  Commodity 
Credit  Corporation? 

Mr.  Waugh.  No,  sir. 

Senator  Dwohbhak.  You  indicated  that  you  might  like  to  expand 
your  loan  program  using  foreign  currencies  under  tho  Cooley  amend- 
ment authorization.  If  this  were  done,  would  it  conflict  in  any  way 
with  the  Development  Loan  Fund  under  tho  ICA? 

RBI.ATION  TO  DRV  SLOP  UK  NT  I.OAN  FUND 

Mr.  Waugh.  I do  not  believo  it  would  bccauso  at  tho  present  timo 
the  Development  Loan  Fund  is  loaning  U.S.  dollars  ana  taking  for- 
eign currencies  in  repayment,  sir.  My  point  is  that  if  wo  could  havo 
moTe  of  the  foreign  currencies  to  loan,  it  might  reduce  the  amount  of 
dollar  loans  we  are  called  upon  to  make. 

Senator  Dworshak.  Undoubtedly  relievo  tho  pressure  on  the 
Development  Loan  Fund,  oxccpt  that  many  of  theao  borrowers  would 
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rather  have  American  dollar*  than  their  own  foreign  currency.  But 
as  far  ns  the  interests  of  the  United  Slate*  are  concerned,  it  would  ho 
highly  beneficial  to  use  these  foreign  currencies  for  programs  which 
otherwise  might  come  under  the  Development  Loan  Fund. 

Mr.  Wauoh.  A certain  percentage  of  them  would,  yes.  But  a 
certain  percentage  of  these  foreign  currencies  are  being  generated 
in  countries  in  which  the  Development  Loan  Fund  is  not  loaning, 
or  in  a limited  amount. 

We  have  just  lmd  some  of  our  people  come  back  from  the  Argentine. 
We  have  had  to  announce  that  wo  can  accept  no  more  applications 
for  loans  in  Argentine  currency  because  we  don’t  have  any  more 
funds  to  loan  to  U.S.  private  business  or  to  Argentine  affiliates  of 
U.S.  private  business  in  the  Argentine.  Wo  think  in  the  future  we 
will  bo  able  to  use  the  local  currency  for  local  currency  loaiiB  in  con- 
nection with  certain  dollar  loans  wc  make,  and  thereby  make  a 
better  combination  than  we  have  had  in  times  past. 

Senator  Dworshak.  Thank  you. 

Mr.  Wauoh.  I think  some  of  these  items  are  covered  in  the  balance 
of  this  statement  which  I have  not  finished. 

Chairman  Haydkn.  You  may  proceed. 

eoticv  or  hoaru  os  kxi*k suitors  or  loan  ntocfcKUs 

Mr.  Wauoh.  The  policy  of  the  Board  of  Directors  of  the  Bunk  is 
to  make  certain  that  the  proceeds  of  its  loans,  insofar  i>s  possible,  are 
spent  in  the  l Ini  ted  Slates  for  capital  equipment  mid  commodities  for 
export,  and  U.S.  technical  services.  Since  the  Bank’s  dollars  are 
disbursed  in  this  country,  the  Bank  is  substantially  assisting  in 
promoting  a sound  economy  at  home.  Loans  approved  for  pro- 
ductive projects  assist  ill  the  improvement  of  the  economies  of 
friendly  nations  in  their  efforts  to  he  stronger,  independent-  members 
of  the  free  world. 

It  is  the  continued  desire  of  the  Bank’s  management  to  carry  out 
the  mandates  of  the  President  of  the  United  States  and  the  Congress 
pertaining  to  the  conduct  of  its  foreign  lending  operations. 

history  or  actions  or  rank 

On  February  12  the  Export-Import  Bunk  completed  25  years 
of  operations  in  support  of  U.S.  overseas  trade.  Tno  Bank  at  tho 
cIobc  of  the  fiscal  year  June  30,  1950,  has  authorized  $10.2  billion  in 
1,045  individual  credits,  dishorned  more  than  $0.8  billion  (an  additional 
$1.3  billion  is  committed  for  disbursements),  collected  $3.5  billion  in 
repayments,  earned  gross  profit  of  $1,049.0  million,  paid  $478.5 
million  to  the  U.S.  Treasury  as  interest  and  dividends,  paid  all  ad- 
ministrative expenses  out  of  earnings,  charged  off  losses  of  $2.9 
million  (one-twenty -fifth  of  l percent  of  disbursed  amount),  retained 
net  profits  of  $549.9  million  as  reserves,  encouraged  more  than  $1 
billion  in  private  investment  abroad. 

During  the  past  12  months,  fiscal  1959  operations,  the  Bank  has: 


Psid  Interest  to  U.S.  Treasury $19,  519,  077.  60 

Paid  dividend  to  U.S.  Treasury.. 22,  500,  (H)0.  0O 

Paid  operating  expenses.. 2,201,  530.  35 

Adder!  to  renwe* . . ...  02,  000,  628.  60 


128.  100,  236.  63 


dross  Income 
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Senator  Ellender.  Your  total  reserve  including  the  profit  you 
mado  this  year  less  expenses  is  juBt  under  $550  million, 

Mr.  Waugh.  Yes,  sir. 

The  sum  of  $2,500,000  is  requested  as  the  fiscal  19G0  limitation  on 
the  budget  for  administrative  expenses,  to  bo  paid  out  of  the  Bank’s 
earnings,  the  Board  of  Directors  of  the  Bank  being  of  the  opinion  that 
any  lesser  amount  would  reouire  detrimental  curtailment  of  its  opera- 
tions, preventing  prudent  administration. 

That  concludes  my  statement,  sir. 

RESULTS  Or  AMERICAN  FIRMS  M A N «: FACTU R1N O A II HO  A 1* 

Chairman  Hayden.  A Senator  received  letters  complaining  that 
American  manufacturers  establish  factories  in  foreign  countries  and 
eipploy  cheap  labor  to  produce  identical  articles  which  they  had  been 
manufacturing  in  the  United  States,  and  then  they  return  the  com- 
modities to  this  country  for  sale  at  reduced  prices,  Has  the  $1  billion 
in  private  investment  abroad  which  has  been  stimulated  by  the  Bank 
contributed  to  such  a result? 

Mr.  Wauoh.  It  is  very  hard  to  trace  to  the  last  itom,  Senator.  It 
is  our  opinion,  however,  that  for  the  most  part  tho  billion  dollar 
private  investment  that  has  gone  abroad  has  been  for  the  develop- 
ment of  the  industries  within  t Tie  country  and  a very  small  percentage, 
in  my  opinion,  has  been  used  to  manufacture  products  returned  to 
this  country, 

PRIVATE  CAPITAL  INVESTMENT  ABHOAti 

Senator  Ellender.  Mr.  Waugh,  on  the  last  page  of  your  memoran- 
dum you  stato  that  you  encouraged  $1  billion  in  private  investments 
abroad.  That,  of  course,  does  not  include  investments  by  foreign 
governments. 

Mr.  Waugh.  No,  sir,  that  is  private  capital. 

Senator  Ellender.  That  is  very  encouraging  Mr.  Waugh.  I am 
glad  you  are  not  competing  with  privato  capital. 

Mr,  Wauoh.  There  is  no  question  about  it,  Senator,  For  25  years 
one  of  the  prccopts  of  this  Bank  has  been  the  Bank  should  not  com- 

1>eto,  but  encourage  privato  capital  to  go  abroad.  This  very  day  wo 
»ave  people  in  Now  York  who  aro  interested  in  selling  our  loans, 
without  recourse,  in  order  to  get  moro  privato  capital  bo  that  we  will 
not  havo  to  draw  on  tho  Treasury  for,  any  greater  amount  than  is 
absolutely  necessary. 

dollar  loans  spent  in  united  states 

Senator  Ellender.  Mr.  Waugh,  as  I understand,  and  I will  just 
ropoat  it  for  tho  rocord,  in  your  Thanking  operations  your  dollar  loans 
are  made  on  condition  that  the  dollars  bo  spoilt  in  the  United  States. 

Mr.  Wauoh.  For  goods  and  services;  yes,  sir,  very  largely.  There 
aro  very  few  exceptions  and  very  minor  items. 

Senator  Ellender.  I understand  that.  I took  issuo  a fow  weeks 
ago  with  tho  fact  that  tho  Development  Loan  Fund  was  going  to  be 
handled  by  ICA  rather  than  by  tho  Export-Import  Bank  as  in  the 
past.  What  have  you  to  say  about  that?  Forget  for  the  moment 
that  you  are  president  of  the  Export-Import  Bank.  Do  you  think  it 
was  a wise  move? 
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DEVELOPMENT  LOAN  FUND  FUNCTIONS 

Mr.  Waugh.  I will  be  very  happy  to  answor  your  question.  I am 
in  a dual  capacity.  By  appointment  I am  president  of  the  Export- 
Import  Bank,  and  ex  officio  I am  a member  of  tho  Board  of  Directors 
of  tho  Development  Loan  Fund.  Due  to  a confusion  in  tho  original 
act — one  place  it  said  “may"  and  in  tho  other  place  it  said  “shaH” — 
the  Development  Loan  Fund  has  never  turned  over  their  loans  to  the 
Export-Import  Bank  for  administration  or  for  servicing. 

Senator  Ellender.  Do  you  think  it  should  have?  When  the i ques- 
tion was  presented  in  tho  Mutual  Security  Authorization  Bill,  it  was 
my  opinion  that  since  tho  Export-Import  Bank  has  been  in  the  bank- 
ing business  and  has  garnered  vast  experience,  that  it  would  be  an 
error  to  let  ICA  handle  it,  rather  than  tho  Export-Import  Bank. 

Mr.  Waugh.  If  I understand  your  question  correctly,  you  mean 
that  the  administrative  work  with  reference  to  the  DLF  loans  should 
havo  been  dono  by  the  Export-Import  Bank  and  not  by  the  lOA? 

Senator  Ellender.  That  is  right.  In  other  words,  it  is  my  belief 
that  you  should  givo  the  same  service  to  DLF  loans  as  you  give  to 
your  own  loans.  Of  course,  I realize  there  is  a difference  m functions 
since  the  Export-Import  Bank  must  see  to  it  that  tho  dollars  are  spent 
in  America,  while  tho  DLF  funds  can  he  spent  anywhoro  in  the  world. 

Mr.  Waugh.  If  I may  answer  the  question  this  way,  Senator,  I 
first  want  to  confess  that  I am  very  prejudiced  in  favor  of  the  opera- 
tion of  tho  Export-Import  Bank  and  the  record  it  has  had  for  25  years. 

I must  say  that  as  a basis  for  my  answer.  When  tho  Development 
loan  Fund  was  proposed  by  Mr.  Dulles  on  the  8th  day  of  April 
1957,  we  discussed  tho  proposal  within  our  Board  of  Directors.  I 
talked  to  the  then  Under  Secretary  of  Stato,  Mr.  Hertor,  and  I later 
reported  to  Mr.  Dulles. 

On  the  10th  day  of  April  1957,  the  Export-Import  Bank  Directors 
authorized  mo  to  make  a statement  to  tho  joint  committee,  of  which 
Senator  Green  was  thon  the  chairman.  We  supported  the  Develop- 
ment Loan  Fund,  because  of  the  understanding  we  had,  which  was 
later  substantiated  in  my  talks  with  Mr.  Dulles,  with  whom  I was 
associated,  as  you  know,  for  2%  years.  Wo  thought  that  the  Develop- 
ment lioan  Fund  basically  was  to  make  loans  in  areas  whore  aid  had 
been  granted  on  a soft  loan  basis.  We  did  not  fool  at  that  time — and 

this  may  have  been  a mistake  on  our  part 

Senator  Ellender,  A big  one. 

Mr.  Waugh.  Thnt  it  was  wise  to  havo  a hard  loan  window  and  a 
soft  loan  window  in  tho  same  bank,  I repeat  that  was  our  judgment, 
based  on  tho  facts  as  wo  understood  them  at  tho  time. 

Now,  the  Development  Ix>an  Fund  has  oxtended  its  operations  and 
they  aro  operating  on  a basis  that  you  suggest,  buying  offshore,  which 
follows  tho  ICA  policy. 

Senator  Ellender.  That  is  right. 

(Discussion  off  tho  record.) 

Chairmau  Hayden.  On  tho  record. 

RELATION  BETWEEN  DLF  OPEAATION6  AND  BANK 

Senator  Ellender.  To  what  extent  havo  the  DLF  policies  interfered 
with  the  operations  of  the  Export-Import  Bank?  Tho  reason  I ask 
that  question  is  this:  I notice  that  you  now  have  a total  amount  of 
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$1,555,894,000  in  undisbuisod  balances  on  authorized  loans  with 
countries  throughout  the  world. 

For  instance  let  us  consider  India.  India  has  authority  to  borrow 
millions  of  dollars  from  the  Export-Import  Bank,  but  she  is  not  using; 
this  authority  because  the  dollars  derived  from  Export-Import  Bank 
loans  must  be  spent  in  the  United  Slates.  India  finds  it  moro  con- 
venient to  get  dollars  from  the  DLF  because  they  can  be  spent  any- 
where in  the  world.  With  that  as  a premise,  will  you  answer  my 
question? 

Mr.  Waugh.  I would  like  to  answer  both  of  your  questions,  if  I 
may,  in  the  inverse  order. 

Senator  Ellender.  Any  way  you  want.  I just  want  the  facts. 

SITUATION  IN  INDIA 

Mr.  Waugh.  I will  talk  about  the  India  situation  first.  The 
Export-Import  Bank  authorized  a credit  of  $150  million  to  India. 
1 spent  the  month  of  October  1958  in  India,  from  north  to  south,  east 
to  west,  and  came  home  with  the  recommendation  to  our  Board  of 
Directors  that  tho  India  buyers  have  been  doing  business  w'ifch  the 
sterling  area  for  so  long  that  we  would  necessarily  have  to  educate 
these  people  as  to  tho  possibilities  of  buying  within  the  United  States, 

I made  a recommendation,  which  was  accepted,  that  we  send  a man 
to  India  to  inform  tho  people  as  to  the  advantage  of  buying  in  tho 
United  States  vis-a-vis  buying  in  the  sterling  tp'ea.  The  statements 
that  have  been  made  with  reference  to  tho  utilization  of  tho  Export- 
Import  Bank's  India  credit  have  not  been  as  complete  as  they  should 
have  been.  In  the  first  place,  if  you  are  going  to  buy  manufactured 
goods  from  this  country,  special  equipment,  it  takes  time.  It  is 
estimated  today  that  under  tho  India  credit,  $50  million  is  under  order 
but  we  have  paid  out  less  than  probably  $10  million.  It  mar  take 
another  year  to  use  the  balanco  of  this  credit.  That  does  not  bother 
me,  because  we  are  doing  something  more  important  than  the  immedi- 
ate utilization  of  this  credit.  We  aro  trying  to  open  the  U.S.  manu- 
factures market  in  an  area  of  the  world  where  they  have  never  been 
active.  The  India  credit  is  moving  slow  ly,  hut  I think  nowr  much  more 
satisfactorily. 

TENDCNCT  TO  18 K HOKT  DOANS 

Senator  Ellen der.  Mr.  Waugh,  isn’t  it  just  plain  old  common 
horsesense  that  if  people  can  obtain  dollars  from  the  DUF  on  oasier 
terms  than  yours  and  if  they  can  spend  the  dollars  wherever  they 
desire,  that  it  will  result  in  the  curtailment  of  your  own  operations? 

Mr.  Waugh.  That  is  tho  first  question  you  asked. 

Senator  Ellender.  Isn't  that,  correct? 

Mr.  Waugh.  Yc3,  sir. 

Senator  Ellen deh.  There  is  uo  doubt  about  it. 

Mr.  Waugh.  There  is  no  question.  Senator,  when  two  U.S.  wholly 
owned  organizat  ions  are  loaning  dollars  in  the  same  area,  one  repayable 
in  dollars,  and  the  other  repayable  in  the  currency  of  tho  country, 
oftentimes  at  longer  terms  nnd  low'er  rates,  as  to  where  the  smart 
borrower  is  going  to  go  to  got  his  money.  That  is  one  of  the  most 
important  problems  we  must  work  out  In  connection  with  the  coor- 
dination of  tho  number  of  loaning  organizations  wo  are  sponsoring  at 
this  time. 
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Senator  Ellendkr.  That  is  why  I thought  it  was  q mistake  to 
bring  the  DLF  under  the  administrative  juiisdietion  of  ICA  rather 
than  under  the  Export-Import  Bank.  I believe  that  the  competition 
between  DLF  and  the  Export-Import  Bank  could  be  better  controlled 
if  your  bank  handled  the  administrative  function. 

As  I have  just  pointed  out,  you  have  over  a billion  and  a half  dollars 
of  undisburHod  balances,  and  I believe  much  of  these  funds  would  be 
used  quicker  if  DLF  was  not  taking  business  away  from  you. 

Mr.  Waugh.  Senator,  I can  clarify  that  for  you  immediately. 

Senator  Ellender.  At  this  point,  Mr,  Chairman,  I ask  that  the 
table  showing  the  undisbursed  balances  be  placet)  in  the  record. 

(The  table  referred  to  follows:) 
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AUTHORISATIONS  OUTSTANDING 

Mr.  Waugh.  Let  me  mako  this  point. 

Senator  Holland.  I think  it  ought  to  be  clear  when  we  were  off 
the  record  and  when  wo  arc  on. 

Senator  Ellender.  Wo  aro  on  the  record. 

Mr.  Waugh.  Senator,  tho  fact  is  that  at  the  eloso  of  the  fiscal 
year,  we  have  outstanding  authorizations  of  $1,300  million.  Do 
not  bo  confused  about  tho  Tact  that  is  not  being  presently  used.  In 

{>ractically  every  instance  orders  have  been  placed  for  that  material 
or  future  shipment.  When  we  authorize  a credit,  we  do  not  turn  a 
check  over  to  the  borrower.  If  they  buy  in  this  country — for  ex- 
ample, if  they  are  buying  airplanes,  buying  thermal  power  equipment, 
or  buying  mining  equipment — it  takes  one,  two,  or  tlirce  years  to 
build.  This  is  money  committed  for  shipments  whore  the  orders 
have  been  placed.  There  is  only  one  instance  that  I can  think  of, 
maybe  two,  whero  we  have  made  commitments  where  the  orders 
have  not  been  placed.  But  the  bulk  of  this  sum  is  now  in  process 
of  being  manufactured  in  the  United  States  for  future  shipment. 

Senator  Ellender.  But  that  does  not  include  India  whero  DLF 
has  made  loans  totaling  $175  million  in  competition  with  your  loans 
of  $150  million. 

Mr.  Waugh.  India  was  one  where  all  orders  have  not  been  placed. 
Senator  Ellender.  Is  India  the  only  one?  1 was  informed  that 
India  may  not  use  the  Export-Import  Bank  loan. 

India's  us»  or  bank  loans 

Mr.  Waugh.  That  is  not  correct,  sir.  The  fact  of  the  matter  is  wo 
havo  two  lanje  U.S.  firms  figuring  on  going  to  India  to  open  up  busi- 
nesses and  sizeable  businesses  which  may  take  & great  deal  of  money 
out  of  this  credit.  It  takes  time  to  implement  these  credits.  It  is . 
not  any  disgrace  that  the  money  has  not  been  used.  It  is  a disgrace 
to  mo  if  it  is  uBed  hurriedly  ami  not  used  properly. 

Senator  Ellender.  I notice  in  your  statement  that  sinco  the 
creation  of  the  Bank  there  have  been  cancellations  aggregating  almost 
a billion  and  a half  dollars.  Wilt  you  tell  us  in  a nutshell  what  caused 
those  cancellations? 

CAUBBB  FOR  CANCR LLATIONH 

Mr.  Waugh.  There  aro  three  principal  causes  for  the  cancellations. 
In  the  first  place,  we  liavo  authorized  credits  whero  tho  orders  have 
been  placed,  and  then  the  buyer  has  paid  the  U.S.  sliippcr  in  cash, 
which  wo  aro  delighted  to  havo  him  do. 

Tho  second  iB  where  we  authorized  credits  and  before  they  are 
actually  put  into  efTcct,  privato  capital  comes  in  and  takes  them  off 
our  hands.  This  is  also  desirable. 

The  third  is  whore  a contractor  is  interested  in  a particular  contract: 
in  rare  instances  we  give  an  authorization  to  bid  on  tho  contract  ana 
if  he  does  not  get  tho  contract,  tho  credit  is  canceled. 

COMMENDATION  ON  BANK  OPXRATION9 

Senator  Robertson.  Mr.  Chairman.  I have  sevoral  brief  oomments 
to  mako.  Mr.  Chairman,  I just  wantea  to  say  that  the  Export-Import 
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Bank  reports  to  the  Banking  and  Currency  Committee,  and  as  chair- 
man of  that  committee  I am  probably  moro  familiar  with  its  operations 
than  the  average  member  of  this  committee,  I have  been  very  much 
pleased,  as  I am  sure  all  members  of  this  committee  have  been  pleased, 
with  the  manner  in  which  Mr.  Waugh  has  been  operating  the  Export- 
Import  Bank.  I am  suro  you  have  noted  with  interest  that  in  25 
years,  in  making  available  something  over  $10  billion  of  credit,  they 
have  returned  a profit  of  over  a billion  dollars  to  the  Federal  Govern- 
ment. 

BANK  LOANS  VERSUS  GENERAL  All)  LOANB 

In  lino  with  the  questions  that  have  just  been  asked  by  the  dis- 
tinguished Senator  from  Louisiana,  sinco  the  end  of  World  War  II, 
we  havo  loaned  something  over  $15  billion  to  foreign  nations,  and 
people  in  foreign  nations,  of  which  $0  billion  went  through  what  wo 
might  call  the  hard  loan  window.  That  is  the  business  window. 
That  is  the  window  operated  by  tho  Export-Import  Bank;  $9  billion 
went  through  the  soft  loan  window.  That  could  be  called  the 

Eolitical  window.  There  is  no  question  about  what  the  results  have 
een.  Wo  have  made  a profit  on  what  was  handled  by  the  Export - 
Import  Bank.  All  tho  other  loans  arc  to  be  repaid  in  soft  currency, 
if,  as,  and  when,  and  if  we  don't  take  a tremendous  loss  on  them,  we 
will  feel  tliat  we  are  very  lucky. 

So  I feel  that  there  was  considerable  point  in  the  position  developed 
by  our  distinguished  colleaguo  from  Louisiana — lie  did  not  quote  ‘he 
figures — tho  $9  billion  went  out  one  way  and  $6  billion  wont  out  the 
other.  On  what  went  out  by  the  Export-Import  Bank,  they  made  a 
profit  and  $9  billion  is  still  out  in  the  open  and  wo  don't  know  what 
the  ultimate  loss  will  be.  I think  it  is  really  unfortunato  that  when 
wo  started  this  loan  business,  it  was  not  continued  in  this  way.  The 
Marshall  plan  I supported  was  to  rehabilitate  war  torn  areas.  It  was 
‘ contemplated  that  we  were  going  to  give  them  economic  aid  when 
they  got  back  on  their  feet,  and  when  they  were  on  their  feet,  it  is 
their  business  from  there  on  out.  But  we  did  not  stop.  We  shifted 
directions  and  used  it  as  a primary  instrumentality  of  foreign  policy. 
Wo  have  sunk  a lot  of  money,  over  S(»0  billion  all  told,  and  as  Senator 
Ellendcr  so  frequently  said,  thero  lias  been  wasto  and  inefficiency, 
and  in  many  instances  the  results  have  been  disappointing. 

There  is  no  doubt  about  the  fact  that  the  original  Marshall  plan 
was  probably  well  conceived,  although  we  did  not  develop  it.  We 
just  said  we  will  help  them.  They  said  how,  They  did  indicate  how. 
They  set  up  a group  in  Europe  to  allocate  it  among  themselves  as  they 
thought  best,  and  it  went  to  the  politicians  over  there,  and  the  rank 
and  file  of  their  people  did  not  know  we.  were  putting  it  up.  Wo  got 
them  away  above  their  nrcwur  level  and  we  should  nave  tapered  off. 

Again  I want  to  say,  Mr.  Chairman,  T want,  to  commend  the  Export- 
Import  Bunk  uiul  to  share  with  my  friend  from  liouisiaim  tho  dis- 
appointment that  those  in  charge  of  tho  foreign  aid,  ICA  or  whatever 
we  choose  to  call  it,  did  not  see  fit  from  the  start  when  we  were  going 
to  shift  from  economic  aid  to  loan  that  wo  had  not  put  it  into  the 
bands  of  a bank  that  had  trained  men,  and  put  it  on  a business  basis. 
That  is  all,  Mr.  Chairman. 

Senator  Saltonstall.  Mr.  Choirmau,  may  I ask  just  one  question 
of  Mr.  Waugh,  which  may  not  bo  pertinent  to  this  inquiry,  but  which 
would  be  of  interest  to  some  of  us. 
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REPUNOINQ  RATES 

As  nearly  as  I can  figure  out,  your  money  is  costing  you  from  the 
Government  2.1  percent.  You  say  that  $72(1,900,000  was  refunded 
on  Juno  30,  1959.  That  had  an  average  of  1.92  percent.  I was  just 
interested  to  know  what  you  refunded  that  money  at. 

Mr.  Waugh.  Senator,  we  have  two  classes  of  loans  within  the 
Export-Import  Bank.  After  the  war,  the  Bank  paid  out  of  its  funds 
the  amount  of  leud-leaso  loans  which  were  long-time  loans  at  low 
interest  rates.  Those  arc  the  bulk  of  our  European  loans. 

Senator  Saltonstall.  No;  I think  you  misunderstood  me.  Turn 
to  your  icport  to  the  Congress  dated  June  30,  1959.  Look  on  page  24, 
your  borrowing  from  the  Government. 

Mr.  Waugh.  Yes. 

Senator  Saltonstall.  And  you  are  borrowing  from  the  Govern- 
ment $1,817,900,000,  Of  that  money  $720,900,000  ca'mo  duo  on  the 
30th  of  June  of  this  year.  The  average  rate  that  you  are  paving  the 
Government  on  that  is  1.92  percent.  As  nearly  as  I can  figure,  if 
my  arithmetic  is  right,  you  are  paying  2.1  percent  on  all  your  money. 
I was  curious  to  know  what  you  are  paying  on  the  amount  that  you 
refunded. 

Mr.  Waugh.  I was  working  up  to  that,  Senator. 

Senator  Saltonstall.  I beg  your  pardon. 

Mr.  Waugh.  It  is  a lengthy  explanation.  The  lend-leaso  loans 
which  wo  mado  for  the  U.  S.  Government  wero  loans  that  were 
handled  by  the  Bank  on  thr  rates  that  you  just  mentioned.  When 
our  borrowings  from  the  Treasury  came  duo  on  Juno  30,  we  went 
to  the  Secretary  of  the  Treasury  and  said  wo  have  these  Joans  that 
arc  coming  duo  at  those  particular  dates,  with  interest  at  3#  percent 
and  2%  percent.  We  suggested  it  would  be  neither  fair  nor  consistent 
to  charge  the  current  rate  of  4Ji  percent,  which  would  be  our  rate  this 
month,  on  loans  made  for  the  benefit  of  our  Government,  which  are 
drawing  3#  and  2%. 

Tim  Secretary  of  the  Treasury  agreed  and  authorized  renewals  of 
tho  June  30  maturities  covering  the  iend-lease  loans,  at  3M  and  2% 
percent,  tho  same  rates  tho  loans  bear,  without  any  fee. 

QUESTION  OP  "f’AVORED  CUSTOMER* * STATUS 

Senator  Saltonstall.  Then  boiled  down,  you  aro  n favored  cus- 
tomer becauso  of  tho  reusons  where  you  ure  doing  a favor  to  the 
Government. 

Mr.  Waugh.  Quito  the  contrary,  we  are  not  a favored  customer. 
Wo  are  favoring  the  Government  in  this  instance  by  working  for 
nothing  and  boarding  ourselves. 

Senator  Saltonstall.  You  are  getting  your  money  at  less  than  we 
would  have  to  pay  for  it  becauso  you  are  doing  them  this  favor.  You 
took  out  some  loans  on  their  behalf  on  which  you  are  getting  low 
interest.  Now  you  say  to  thorn  we  will  collect  these  for  you  if  you 
will  loan  us  the  monoy  at  tho  same  price,  and  avc  won't  make  any 
money  on  it. 

Mr.  Waugh.  That  is  exactly  correct.  I would  like  to  oxplain  one 
other  item.  When  you  take  tho  total  of  borrowings  from  the  Govern- 
ment of  $1.9  billion  and  divido  it  by  tho  interest  rato  to  arrive  at  your 
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low  rate,  1 would  like  to  call  your  attention  to  the  fact  that  wo  are 
loaning  $500  million  of  our  reserves  upon  which  wo  arc  not  paying  the 
Government  any  interest. 

Senator  Saltonbtall.  I see  that.  On  the  rest  of  these  notes,  this 
lend-leaso  that  you  take,  what  part  of  tho  $1,817,900,000  does  that 
amount  to? 

Mr.  Waugh.  It  is  about  a billion  dollars. 

Senator  Saltonbtall.  So  you  havo  $817.9  million  plus  $528.4 
million  on  which  you  are  earning  more  money  or  paying  more  money 
and  earning  more  money. 

Mr.  Waugh.  Plus  the  fact  that  we  have  $1  billion  worth  of  capital 
stock  which  is  given  to  us  on  which  we  pay  annually  a dividend  of 
2 % percent,  or  $22.5  million.  Wo  are  loaning  our  $1  billion  capital 
on  which  we  pay  2 y4  percent.  We  are  loaning  our  $550  million  reserve, 
on  which  wo  are  not  paying  interest.  Then  we  are  breaking  even  on 
the  lend-lcase  loans.  On  the  current  borrowings  we  are  paying  inter- 
est, depending  on  the  cost  of  money,  Tho  figure  right  now  is  4%. 

MARKET  RATE  ON  MONET 

Senator  Saltonbtall,  You  are  paying  tho  Government  the  market 
rate  on  that  money. 

Mr.  Wauoh.  Every  month.  The  Treasury  names  the  rate. 

Senator  Saltonbtall.  Thank  you  very  much. 

Mr.  Waugh.  That  was  a very  important  question. 

Senator  Ellendbr.  Tliat  was  the  point  I wanted  to  make,  Whou 
Senator  Saltonstall  stated  that  you  paid  2.1  percent  interest  he  was 
referring  to  an  average  rate  which  average,  of  course,  was  low  because 
of  the  low  rate  of  interest  on  old  loans.  All  new  loans  made  by  you 
from  funds  borrowed  from  the  U.S.  Treasury  carry  the  higher  rate  of 
interest  because  you  must  pay  the  Government  the  going  rate  of 
interest. 

Mr.  Waugh,  We  are  delighted  to  pay  the  Government  the  going 
rate, 

VARIATION  IN  INTEREST  RATES 

Senator  Ellender.  How  much  interest  do  you  charge  on  your  new 
loans? 

Mr.  Waugh.  Our  interest  rate  to  borrowers  varies  with  the  term  of 
tho  loan.  We  have  made  some  1-year  loans  recently — $30  million 
for  cotton  shipments  to  Japan — at  4%  percent  for  1 year.  We  made 
$0  million  to  Austria  for  4 % for  15  months.  The  loans  we  are  making 
today  aro  5X  and  0 percent  for  longer  terms. 

Senator  Ellender.  How  much  interest  are  you  paying  the  Govern- 
ment for  the  funds  you  havo  obtained  to  make  loans  at  4 ft? 

Mr,  Waugh.  4 X percent;  those  are  the  loans  we  hope  will  be  car- 
ried by  the  private  market.  We  are  asking  the  privato  banks  to 
curry  this  paper,  which  are  very  good  credits,  for  4%  percent.  Wo 
give  them  the  full  interest  for  their  own  account. 

Senator  Ellender.  There  is  another  question  I would  liko  to  ask 
you,  Mr.  Waugh. 

Mr.  Waugh,  Yes,  Senator. 
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CON8ULTATION8  WITH  DLK 


Senator  Ellender.  As  I understand,  before  a DLF  loan  is  made, 
all  banks  in  which  we  have  an  interest  must  be  consulted  so  that 
thev  will  have  tho  opportunity  to  carry  the  loan. 

What  is  the  yardstick  you  employ  in  refusing  or  accepting  an 
application  when  presented  to  you  oy  the  DLF  administrator? 

Mr.  Waugh.  We  have  applications  that  come  to  us  from  countries 
where  we  do  not  think  there  is  a dollar  capacity  for  repaying.  Wo 
refer  them  to  the  DLF.  The  DLF  refers  all  of  their  applications  to 
us,  and  where  wc  think  there  is  a dollar  repayment  ability,  wo  say 
we  will  tako  a look  at  this  ourselves,  and  wo  try  to  work  out  tho 
cooperation  between  the  two  institutions. 

Senator  Ellender.  You  conccdoj  I am  sure,  that  in  time  if  tho 
DLF  loan  program  increases  it  might  eventually  put  you  out  of 
business. 

Mr.  Waugh.  I would  not  go  that  far.  I don't  think  it  would  put 
us  out  of  business, 

Senator  Ellender.  Then  it  will  certainly  decrease  your  business  to 
a large  extent. 

Mr.  Waugh.  I do  think  it  is  absolutely  necessary  that  the  closest 
kind  of  coordination  be  developed  between  two  banks,  both  owned 
by  the  U.S.  Government,  and  noth  receiving  their  money  from  the 
U.S.  taxpayer. 


U.S.  TREASURY  EXCLUSIVE  BANKER 


Senator  Saltonstall.  May  I ask  one  question  which  was  suggested 
by  Senator  Young.  With  whom  do  you  bank? 

Mr.  Waugh.  The  U.S.  Treasury,  exclusively. 

Senator  Saltonstall,  So  you  draw  checks  on  tho  U.S.  Treasury 
to  pay  your  employees? 

Mr.  Waugh.  Yes,  sir.  We  have  no  bank  accounts  othor  than  tho 
banks  that  we  use  for  distribution  of  funds  for  us.  Our  loans  are 
payable  at  various  banks  but  we  do  not  carry  deposit  bank  balancos. 

Senator  Saltonstall.  And  tho  reserve  is  carried  in  tho  Govern- 
ment, too? 

Mr.  Waugh.  Entiroly. 

Senator  Saltonstall.  Carried  in  the  Treasury. 

Mr.  Waugh.  Yes,  sir. 


1NTER-AUES1CAN  DEVELOPMENT  BANK 

Senator  Dworshak.  Mr.  Waugh,  recently  the  Inter-Amorican 
Development  Bank  is  being  set  up  to  operate  in  Latin  America. 
On  page  45  of  your  statement,  I notice  that  you  have  credits  au- 
thorized for  a total  for  Latin  America  of  $2,773,915,000.  On  tho 
first  page,  X note  that  tho  total  for  Latin  America  under  tho  column 
"Credits  authorized’1  is  just  under  $1  billion.  I had  tho  impression 
that  it  was  necessary  to  set  up  tins  Inter-American  Development 
Bank  because  tho  countries  in  Latin  America  were  being  denied  tho 
nooessary  financial  assistance  for  self-development.  Do  you  antici- 
pate that  you  are  going  to  have  some  conflict  or  even  competition 
between  the  Intcr-American  Development  Bank  and  the  Export- 
Import  Bank? 
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Mr.  Waugh.  It  depends,  Senator,  upon  the  management  of  the 
Inter-American  Bank. 

Senator  Dworshak.  I have  enough  confidence  in  tho  operations  of 
your  Bank  to  believe  that  you  have  been  carrying  on  in  an  effective 
and  helpful  and  beneficial  manner,  in  Latin  Amorica,  in  making  de- 
sirable loans.  It  scorns  to  me  that  in  the  face  of  a situation  which 
has  been  mutually  satisfactory,  we  are  setting  up  a competitive  bank 
which  I believe  will  loan  25  percent  of  the  loans  in  soft  currency. 

Mr.  Waugh.  The  Intor-American  Bank  will  have  both  a bank  and 
a fund. 

Senator  Dworbhak.  I think  25  percent  will  bo  soft  currency.  I 
am  merely  raising  the  point  which  reflects  my  apprehension  and  con- 
cern in  accordance  with  what  tho  Senator  from  Louisiana  and  tho 
Sonator  from  Virginia  havo  already  indicated,  that  when  wo  havo  a 
constructive  sound  loan  program  as  tho  Export-Import  Bank  ap- 
parently is,  why  should  wo  be  setting  up  these  soft  currency  competi- 
tive organizations  to  undermine  and  weaken  the  conditions  which 
have  been  existing  in  tho  past?  It  seems  to  me  we  are  going  in  the 
wrong  direction.  What  do  you  think? 

Mr.  Waugh.  I would  liko  to  go  off  tho  record. 

(Discussion  off  tho  record.) 

PEHCENTACIB  OP  U.B.  CONTROL 

Senator  Holland.  Mr,  Chairman,  I share  tho  feeling  of  confidence 
and  appreciation  already  expressed  hero  by  others  with  reference  to 
the  operation  of  the  Export-Import  Bank,  but  I think  I understand 
something  of  the  desire  of  Latin  Americans  for  the  setting  up  of  the 
other  Bank  which  is  a joint  offort.  It  is  true,  is  it  not,  that  we  will 
control  about  40  percent  of  the  stock  and  subscription  of  that  othor 
Bank? 

Mr.  Waugh.  Yes,  sir 

Senator  Holland.  We  have  only  40  percent  vote?  I was  going  to 
follow  that  question. 

Mr.  Wauoh.  That  is  correct. 

Senator  Holland.  Our  Export-Import  Bank  is  limited  to  the  giv- 
ing of  loans  that  will  promote  tho  business  of  our  concerns  in  tho 
furnishing  of  equipment  or  in  tho  performance  of  contracts. 

Mr.  Waugh.  We  look  upon  our  credits  as  being  mutually  beneficial. 
In  other  words,  we  make  capital  loans  that  help  U.S.  trado,  but  at  tho 
samo  time  help  develop  the  economies  of  the  countries  where  tho 
loans  ore  made. 

AID  FOR  LATIN  AUERICAN  CONTRACTORS 

Senator  Holland.  I understand,  and  that  is  a very  fino  objective. 
Lot  us  assume  that,  there  are  contractors  or  material  suppliers  in 
Latin  America  who  want  tb  compete  with  our  people,  our  people  hav- 
ing a complete  right  to  look  to  tne  Export-Import  Bank  to  help  them. 

I fully  approve  of  tho  prlicy  of  helping  them.  Let  us  say  there  is 
a cement  factory  in  Latin  America,  of  which  there  are  several,  that 
wants  to  supply  tho  cement  for  a certain  operation  rather  than  to 
have  it  supplied  from  the  U.S.  cement  factories.  Under  tho  present 
situation  that  Latin  American  cement  factory  cannot  expect  to  be 
financed  from  tho  Export-Import  Bank,  can  it? 
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Mr.  Waugh.  Wo  have  recently  made  two  loans  to  private  cement 
plants  in  Argentina  to  purchase  U.S.  oquipment  from  Allis  Chalmers 
to  further  develop  the  cement  business  in  Argentina.  The  Argentines 
are  most  pleased  with  these  two  loans  made  within  the  past  month. 

Senator  Holland.  That  is  correct  as  to  the  furnishing  of  the  equip- 
ment and  the  machinery.  That  was  to  be  supplied  by  tne  U.S.  manu- 
facturers, wa9  it  not? 

Mr.  Waugh,  Yea,  sir;  Allis  Chalmers  Co. 

Senator  Holland.  I am  talking  now  about  contracts  for  building 
of  airports  and  harbors  and  buddings  and  airport  terminals  ana 
the  like.  Having  talked  with  a gooa  many  of  the  Latin  American 
people,  is  it  improper  for  them  to  want  to  have  their  cement  factories 
considered  as  a supply  base  for  the  furnishing  of  cement  or  to  have 
their  contractors  wno  don’t  have  the  right  of  having  the  Export- 
Import  Bank  credit  here  stand  back  of  their  operation  compete  on 
moro  or  less  equal  terms  with  our  contractors?  Isn’t  it  to  be  ex- 
pected that  they  will  want  the  chanco  to  advance  their  own  construc- 
tion ability,  their  own  know-how,  their  own  operation  through  their 
own  agencies,  which  they  are  unable  to  do  under  the  Export-Import 
Bank  loans? 


POLICY  ON  W.B.  CONTRACTORS  IN  LATIN  AMERICA 

Mr.  Waugh.  Senator,  first  I want  to  clarify  one  possiblo  misunder- 
standing. I have  absolutely  not  the  slightest  objection  to  a Latin 
American  bank  organized  with  Latin  American  capital  for  making 
loans  in  Latin  America.  There  cannot  he  any  objection  to  that. 
Any  I^itin  American  bank  which  teaches  or  helps  to  teach  the  pcoplo 
of  Latin  America  as  to  the  desirability  of  sound  internal  fiscal  policy 
and  development  is  a worthwhile  objective. 

On  tho  other  hand,  when  you  say  Latin  American  contractors,  we 
do  not  limit  our  loans  to  U.S.  contractors  operating  in  Latin  America, 
The  bulk  of  our  loans  are  to  Latin  American  corporations  and  indi- 
viduals who  buy  in  this  country.  In  other  words,  we  do  not  discrimi- 
nate against  Latin  American  borrowers.  Our  loans  are  to  foreign 
buyers  and  foieign  contractors. 

Senator  Holland.  Of  course  you  do,  but  only  to  buy  from  this 
country. 

Mr.  Waugh.  Yes,  sir. 

Senator  Holland.  I think  I understand  completely  the  ambition 
of  the  Latin  Americana  to  advance  tho  interests  of  their  own  con- 
tractors. their  suppliers,  their  own  matorial  men,  by  having  a bank 
to  which  they  can  go  for  the  financing  of  an  operation  which  will 
look  largely  or  oven  wholly  to  their  own  people,  and  their  own  opera- 
tions to  carry  out  a given  building  operation.  I know  a good  bit 
about  your  own  operations  becauso  1 havo  boon  in  touch,  as  you  prob- 
ably know,  with  a great  many  of  tho  contractors  and  suppliers  in  this 
country  through  whom  your  facilities  havo  boon  mado  available  to 
foroign  countries  or  foreign  corporations  so  that  they  in  turn  could 
buy  from  our  country.  1 think  it  is  a fine  thing.  I recognize  the 
Export-Import  Bank  as  ono  of  tho  finest  and  most  effective  agoncies 
for  tho  building  of  our  foroign  trado.  Tho  thing  I am  trying  to  say 
is  that  I can  completely  understand  tho  desire  of  the  Latin  American 
people  to  havo  a strong  institution  BUpportod  in  part  by  us  and  in 
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part  by  each  other  as  a mutual  institution,  with  most  of  the  money 
put  up  by  the  Latin  American  group  of  nations,  rather  than  by  us, 
to  make  possible  the  type  of  operations  that  I have  just  boon  describ- 
ing, which  is  not  possible  through  your  program  which  is  limited,  and 
proporly.  to  the  extension  of  American  interests  abroad. 

I think  wo  are  caviling  when  we  objoct  to  tho  setting  up  of  an 
operation  of  that  kind,  and  I am  surprised  to  hear  you  object  to  it. 

Mr.  Waugh.  I have  not  objected  to  it  flatly. 

Senator  Holland.  Maybe  I did  not  understand  your  language, 
but  I thought  you  were  objecting  to  it  rather  definitely.  It  soems  to 
me  if  wo  are  going  to  operate  on  a live  and  let  live  basis,  wo  have  to 
realize  that  thero  is  a largo  field  not  being  served  bv  tho  Export- 
Import  Bank,  and  it  should  not  bo  served  by  tho  Export-Import 
Bank,  becauso  that  Bank  is  an  agency  of  our  own  foreign  commerce, 
and  its  extension.  It  has  done  a flue  job  and  must  continue  to  do  it. 
But  it  can't  do  tho  other  type  of  job  at  the  samo  time. 

Sonator  Dwohbhak.  Will  tho  Senator  yield  at  that  point? 

Sonator  Holland.  I yield. 

WISDOM  OP  BANKINO  POLICY 

Senator  Dwohbhak.  I wish  our  colloquy  had  boon  on  tho  record 
as  long  as  this  one  is.  I wonder  if  you  won't  agree  with  mo  that 
wo  are  asking  for  trouble  and  an  element  of  competition  which  may 
engender  friction  and  hostility  by  setting  up  a bank  which  has  aii 
entirely  different  standard  of  operations  than  the  program  under  the 
Export-Import  Bank  for  many  veers  which  has  proved  quite  success- 
ful. That  is  tho  point  I wanted  to  stress.  I Am  asking  you. 

Sonator  Holland.  My  fooling  is  that  we  are  inviting  competition 
and  that  was  the  purpose  of  tho  whole  effort,  to  make  possible  some 
competition,  because,  as  it  is  now  under  tho  very  tine  oporation  of  this 
Export-Import  Bank,  thero  are  many  Latin  American  contractors. 
Latin  American  factories,  Latin  American  matorialmen,  who  fool 
that  they  aro  being  hold  in  a secondary  position,  and  that  tho  whole 
purposo  of  tho  Export-Import  Bank  is  the  advancement  of  our 
interests.  That  is  not  a criminal  intoroBt.  I want  that  interest  to 
continue  to  be  served.  But  1 certainly  can  understand  the  attitude 
of  businessmen  in  Latin  America  who  want  a place  to  go  in  which 
they  will  have  a chance  to  build  businesses  and  know-how  and  opera- 
tions which,  os  you  say,  will  bo  competitive  with  ours.  If  wo  ever 
get  to  tho  stage  where  we  think  we  are  going  to  have  a monopoly 
in  those  businesses  of  this  type  in  Latin  Amorica,  then  I would  say 
that  we  aro  justifying  the  footing  of  hostility  toward  us,  becauso  that 
is  the  basis  of  it. 

COMPBTITIVB  LENDING  OPERATIONS 

Senator  Dworbhak,  I was  stressing  tho  point  that  wo  aro  probably 
deliberately  undermining  the  operations  of  tho  Export-Import  Bank 
by  providing  a more  or  loss  partially  soft  currency  loan  program  in 
Latin  America.  Obviously  they  are  smart,  enough  down  tfioro  to 
profer  to  operate  on  that  basis  than  on  tho  basis  of  the  Export-Import 
Bank.  Wnilo  I think  there  is  much  merit  in  your  contention,  I 
wonder  if  wo  are  not  subjecting  the  Export-Import  Bank  to  a lot  of 
potential  difficulty  in  setting  up  this  so-called  competitive  program. 
That  is  all. 


MUTUAL  SECURITY  APPROPRIATIONS,  I960  59 

Senator  Holland.  It  certainty  will  bo  competitive,  and  that  was 
tho  intention  of  it. 

Senator  Dworshak.  Wo  aro  financing  it  largely. 

Senator  Holland.  We  aro  financing  it  in  part.  In  the  Inter- 
national Bank  wo  are  doing  the  eamo  tiling.  Hero  wo  do  something 
which  for  the  first  timo  will  rocognizo  Latin  America  as  having  a 
preferred  place  in  our  own  thinking.  They  are  hero  in  our  hemisphere. 
We  are  their  boat  customers  and  they  are  our  best  ones.  My  own 
feeling  is  that  wo  wero  not  only  thoroughly  justified  in  this  effort, 
but  that  there  is  ample  field  for  operation  in  tho  future  for  tho  Export- 
Import  Bank.  It  is  going  to  do  serving  our  own  intorcats.  But 
wo  should  not  find  fault  with  tho  pooplo  who  want  to  have  a fair 
shake  and  go  after  business  in  thoir  own  countries. 

Senator  Dworshak.  I was  not  finding  fault  with  them  except  that 
I wanted  to  doveJop  the  point  of  whether  we  wero  setting  up  rather 
inequitable  operating  standards  for  the  Export-Import  Bank.  That 
was  all. 

Senator  Holland.  Wc  aro  cortainly  going  to  make  it  necessary  for 
them  to  continue  their  efficiency,  because  they  are  going  to  have  to 
compote  for  certain  typos  of  business.  I have  no  doubt  that  thoy 
will  oo  ablo  to.  If  thoy  can't  with  their  financing  by  our  Government, 
and  with  their  mission  to  help  our  own  industries  hero,  which  are  so 
efficient,  stay  in  business  and  have  a tremendous  field  of  operation, 

I shall  be  greatly  surprised. 

J have  one  moro  question. 

Senator  Byrd.  Will  tho  Senator  from  Florida  yield  to  mo? 

Senator  Holland.  Yes. 

COORDINATION  WITH  INTER- AMERICAN  DEVK&OPIIISNT  FUND 

Senator  Byrd.  Mr,  Waugh,  what  sort  of  coordination  will  be  had 
with  the  Inter-American  Development  Fund  to  avoid  overlapping 
and  duplication? 

Mr.  Waugh.  First  I would  like  to  answer  Senator  Holland,  and 
you  Senator  Byrd  in  tho  same  instance.  After  fl  years  in  tho  Govern- 
ment, I do  not  tako  second  place  to  anyone  in  realizing  tho  importance 
of  Latin  America  to  this  country.  I do  not  want  anyone  to  get  the 
impression  that  I do  not  think  Latin  America  is  not  of  tremendous 
importance  to  this  country  and  growing  moro  so  every  day. 

Tho  coordination  botwoen  those  institutions  will  bo,  as  far  as  U.S. 
representation  is  concerned,  through  tho  National  Advisory  Council 
to  which  the  U.S.  representative  on  tho  In  tor- American  Bank  will 
report.  In  other  words,  the  voto  of  the  U.S.  representative  on  the 
In  tor- American  Bank  will,  I presume,  be  identical  with  the  U.S. 
representative  on  the  International  Bank  for  Reconstruction  and 
Development  and  the  International  Monetary  Fund.  Tho  U.S.  repre- 
sentatives coordinate  through  the  National  Advisory  Council  of  which 
there  are  fivo  members:  tho  Secretary  of  State,  the  Secretary  of  Com- 
merce, tho  Chairman  of  the  Federal  Rcsnrvo  Board,  the  head  of  the 
Export  Bank,  and  tho  Chairman,  tho  Secretary  of  tho  Treasury. 

Senator  Holland,  I would  like  to  make  one  more  comment,  because 
I think  you  have  put  mo  in  a light  I don’t  want  to  bo  in. 

Senator  Holland.  I do  not  mean  to  do  that. 

Mr.  Waugh.  I know  you  don’t. 
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Senator  Holland.  I tried  to  say  that  I think  you  have  done  a fino 
job,  and  I think  you  will  continue  to  do  it,  but  under  the  law — you 
are  not  responsible  for  the  law— your  primary  business  is  the  promo- 
tion of  our  own  export  business,  and  of  our  own  foreign  enterprise, 
but  based  in  the  United  States.  I think  that  is  a fine  objective.  If 
the  time  ever  comes  when  Americans  are  not  interested  m that,  wo 
will  be  a different  country  from  the  kind  we  have  always  been.  I can 
also  see  the  point  of  view  of  these  other  people  who  want  to  be  able  to 
compote,  and  if  wholesome  competition  hurts  us,  it  will  bo  the  first 
time  it  ever  did. 

FINANCING  SOCIAL  LOANS 

Mr.  Waugh.  There  is  one  fiold  that  is  not  being  covered  that  I 
hope  the  In  ter- American  Bank  will  look  at.  There  is  a field  in  Latin 
America  for  financing  bo  called  social  loans.  For  example,  tlioro  is  no 
fund  now  from  which  you  can  got  low  cost  housing  loans.  There  is 
no  fund  from  which  you  can  get  loans  for  schools.  Thcro  is  no  fund 
from  which  you  can  get  loans  for  hospitals.  So  I am  hoping  that  the 
Inter-American  Bank,  particularly  in  the  fund  of  their  own  currency, 
and  most  of  the  costs  are  local  currencies  and  not  dollars,  will  go  into 
that  area.  It  is  a very  important  field. 

Then  as  to  the  field  of  planning  with  reference  to  their  financing 
and  their  development  plans,  it  will  bo  a wonderful  thing  if  thoy  can 
coordinate  and  plan  througn  the  Inter-American  Bank.  The  only 
question  I worry  about  is  this:  When  tho  Unitod  States  puts  in  more 
monoy  than  all  the  countries  put  together,  and  then  open  it  to  offshore 
purchases  and  international  oidding,  we  are  again  further  developing 
the  countries  of  Europe  with  our  funds.  There  is  a very  close  point 
wherein  I want  to  differentiate.  I am  not  against  tho  basic  concepts 
of  international  bidding  as  you  express  them.  Wo  should  have  no 
objection  to  anyone  buying  on  the  international  market  but  I suggest 
the  time  has  arrived  when  the  countries  soiling  their  goods  should  be 
asked  to  carry  more  of  the  financing. 

Senator  Holland.  Tho  next  point  I wanted  to  explore  with  you  is 
this.  I notice  in  your  statement  to  the  committee  no  reference  to  the 
handling  of  that  part  of  the  DLF  business  which  you  have  handled 
up  to  now.  Just  what  part  of  it  have  you  handled? 

HANDL1NO  DLF  BUSINESS 

Mr.  Waugh.  I believe  before  you  came  in,  sir,  in  answer  to  a direct 
question  from  Senator  Ellender,  I expressed  the  fact  that  we  have  not 
handled  any  of  it.  No  part  of  tho  administration  of  tho  DLF  loans. 

I have  been  a member  of  the  Board  of  Directors,  and  that  is  tho  limit 
to  which  wo  have  participated. 

Senator  Holland.  You  moan  you  have  not  mado  any  loans  at  all  at 
DLF? 

Mr.  WAuaH,  If  you  moan  administration  and  work  of  that  type, 
the  answer  is  no. 

Senator  Holland.  The  tostimonv  which  wo  hoard  on  tho  supple- 
mental bill  from  DLF  was  to  the  effect  that  the  Export-Import  Hank 
had  handled  a certain  part  of.  the  applications  which  came  to  thorn. 
Thore  must  bo  a misunderstanding  somewhere.  I well  recall  that 
statement  was  made. 
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Mr.  Waugh.  A moment  ago  I mentioned  when  applications  come 
to  tho  Development  Loan  Fund,  they  send  them  to  us  for  screening,  if 
it  is  a loan  that  we  think  is  capable  of  dollar  financing,  we  take  the 
loan  for  our  own  account. 

Dtr  LOANS  PAYABLE  IN  DOLLARS 

Senator  Holland.  1 also  remember  that  tho  DLF  told  us  that 
about  20  percent  of  their  loans  made  up  to  the  time  of  their  report 
to  us  were  repayable  in  dollars,  and  tho  rest  repayable  in  foreign  or 
soft  currency.  Did  you  handle  any  part  of  that  20  percent? 

Mr.  Waugh.  No,  sir. 

Senator  Holland.  Or  with  tho  things  vou  handled  that  you 
screened  out  of  tho  DLF  applications  and  took  over  to  handle  entirely 
through  Export-Import? 

Mr.  Waugh.  Tho  latter;  yes,  sir. 

Senator  Holland.  Then  the  20  percent  of  dollar  ropayablo  loans, 
mado  by  thorn  is  a completely  different  classification  from  the  ones 
which  you  took  over  in  the  Export-Import  Bank,  and  which  wore 
dollar  repayable  loans? 

Mr.  Waugh.  Yes,  that  is  correct. 

STIMULATION  OP  PRIVATE  INVESTMENTS  ABROAD 

Senator  Holland.  I havo  one  moro  question.  I notice  in  your 
statement  you  say  that  your  operation  has  been  responsible  for  tho 
investment  of  moro  than  a billion  dollars  in  private  funds  abroad. 
Do  you  mean  capital  investment,  or  do  you  moan  tho  payment  of 
operations? 

Mr.  Waugh.  Both;  capital  investment,  equity  and  debt. 

Sonator  Holland.  I should  think  that  statement  is  very  modest,, 
because  the  operations  that  I have  known  about  in  which  the  Export- 
Import  Bank  made  tho  loans  always  involved  expenditures  by  con- 
tractors or  matorial  mon  or  the  like  from  here  which  wore  very  sub- 
stantial in  addition  to  tho  loans  which  you  mado  to  the  foreign  country 
or  firm  to  help  them  make  the  arrangements  to  buy  the  equipment 
from  the  Unitod  States. 

Mr.  Waugh.  Yes.  Our  reference  is  entirely  to  dollar  equity  and 
not  to  currencies  or  local  currency  costs  within  the  country. 

Senator  Holland.  That  is  the  point  I wanted  vou  to  mako.  As  a 
matter  of  fact,  the  loans  you  have  made  have  released  operations  or 
made  possible  operations  which  involved  the  expenditures  of  vastly 
more  than  a billion  dollars  and  gone  into  many  billions  of  dollars  to 
finance  the  total  of  the  operations  which  could  not  have  existod  except 
for  the  loans  which  you  advanced. 

Mr.  Waugh.  Combining  the  local  currency  and  the  dollar  cost 
together;  yes,  sir. 

Senator  Holland.  It  would  go  to  many  billions  of  dollars. 

Mr.  Waugh.  It  would  bo  Bevcral. 

Senator  Holland.  Do  you  have  any  statement  on  that  because  I 
think  that  would  be  an  interesting  addition  to  tho  figures  you  have 
made.  In  other  words,  my  feeling  is  that  the  committee  is  interested, 
and  the  country  is  interested  not  only  in  what  you  have  loaned  and 
handled  so  well — I commend  you  again,  because  I think  you  have 
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loaned  carefully  and  I think  the  operation  has  boon  a wonderful  addition 
to  the  expansion  of  our  foreign  business — but  I think  ono  of  the  features 
which  is  so  large  that  it  could  not  be  overlooked  is  the  tremendous 
size  of  the  business  which  you  have  made  possible  by  the  extension  of 
your  loans. 

Mr.  Waugh.  We  have  no  way  of  getting  the  local  currency  ex- 
penditures in  these  projects.  I do  not  believe  it  would  be  possible  to 
go  back  and  get  them  in  any  degrco  of  accuracy.  In  fact,  our  billion 
dollar  item  is  our  best  judgment  and  guess. 

EXAMPLE  OF  BUSINESS  STIMULATION 

Senator  Holland.  For  instance,  I have  known  of  loans  made  to 
ono  of  the  Latin  American  governments  to  build  airports,  to  build 
terminals,  and  to  build  breakwaters  at  tho  harbors.  In  oach  instance, 
your  loan  was  by  no  means  tho  majority  part  of  the  cost  of  the  whole 
operation.  In  each  instance  it  showed  that  your  loan  would  make 
possible  the  entire  operation,  which  was  much  more  than  twice  the 
size  of  the  loan.  Isn’t  there  any  way  of  projecting  that  into  your 
total  operation  to  give  a value  to  the  complote  operation  which  you 
have  made  possible  by  extending  your  loans  or  by  extending  your 
crodit? 

Mr.  Waugh.  That  would  be  a tremendous  job  of  rosoarch  for  our 
staff.  I would  like  to  discuss  this  with  tho  people  who  aro  more 
familiar  than  I am  aB  to  how  much  work  it  would  do,  Sonator,  before 
giving  you  a definite  answer  one  way  or  another. 

Senator  Holland.  You  understand  what  I am  getting  at.  When 
you  financed  an  operation  to  buy  heavy  machinery  from  tho  United 
States,  that  has  unloosed  an  operation  of  building,  and  of  establishing 
tho  machinery  and  of  getting  the  construction  completed  vastly  greater 
in  its  total  than  the  cost  of  the  heavy  machinery.  I think  you  have 
made  a vastly  greater  contribution  to  business  in  Latin  Amorica,  in 
particular,  than  roprosented  by  your  loan  alone. 

Mr.  Waugh.  If  you  want  to  take  just  a moment,  I can  give  you 
two  examples  to  see  if  I understand  what  you  are  thinking  of.  We 
made  a $100  million  loan  to  the  Southern  Peru  Copper  Co.,  which 
took  care  of  the  dollar  cost  of  opening  a copper  mine  in  Peru.  The 
Peruvian  company  is  owned  by  four  U.S.  companies.  They  are  going 
to  spend  substantially  over  $100  million  of  their  own  money  for  local 
currency  costs  in  addition  to  t ho  dollar  borrowings.  That  is  one  case. 

A better  example  is  this:  We  have  loaned  $61  million  to  .the  steel 
mill  in  Chile  over  a term  of  years.  They  have  spent  in  addition  to 
the  proceeds  of  our  loans,  out  of  their  own  money  for  goods  aud  serv- 
ices within  the  United  States  an  added  sum  of  $124  million  according 
to  their  own  purchasing  agent's  record.  In  spending  this  $124  million 
additional,  they  placed  7,800  different  orders  with  over  780  firms  in 
tho  United  States.  There  are  not  many  companies  that  hnvo  the 
purchasing  agent  records  that  go  back  over  a term  of  years  from  which 
to  obtain  this  information.  The  benefit  is  not  only  from  the  proceeds 
of  the  original  loans,  it  is  tho  continuing  purchases  of  goods  and 
services  throughout  the  years. 

Senator  Holland.  T tbink  your  two  illustrations  arc  splondid.  and 
they  bear  out  my  feeling  that  you  arc  not  stating  your  case  really  in 
its  largest  aspect  when  you  do  not  show  the  tremendous  loosing  of  local 
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expenditures  and  local  capital  and  local  funds  that  are  conditioned 
upon  your  loan  which  makes  possible  the  getting  of  the  heavy  ma- 
chinery. 

Senator  Holland.  Thank  you. 

LOANS  FOR  MINING  DEVELOPMENT 

Senator  Dworshak.  Mr.  Waugh,  I was  impressed  with  what  you 
said  about  loans  to  Peru  companies  to  develop  copper  deposits. 
What  has  been  done  by  Export-Import  Bank  in  developing  comparable 
mining  developments  m other  countries,  such  as  Africa,  and  olsewhere? 
What  naa  been  your  policy  and  how  much  have  you  loaned? 

Mr.  Waugh.  The  largest  investment  in  Africa  was  made  in  connec- 
tion with  the  AEC  for  the  development  of  uranium  mines. 

We  have  a general  statement  which  gives  an  itemization  based  on 
our  25-ycar  record  of  loans  as  to  the  classifications  of  businesses. 

Senator  Dworshak.  Can  that  go  in  the  record? 

Mr.  Waugh.  We  will  ho  very  happy  to  put  it  in  the  record.  This 
shows  the  total  of  $10,200  million  divided  by  electric  power,  trans- 
portation, mining  equipment.  We  have  made  106  mining  credits  in 
17  countries  for  $509  million. 

Senator  Dworshak.  Ovor  what  period? 

Mr.  Waugh.  That  is  for  the  25-year  period. 

Sonator  Dworshak.  Beginning  when? 

Mr.  Waugh.  February  12,  1934. 

Senator  Ellender  (presiding).  Wien  was  your  most  recent  ono, 
Mr.  Waugh? 

Mr.  Waugh.  During  tho  last  6 months  we  made  a loan  in  Brazil  for 
iron  ore  development. 

This  statement  also  shows  the  amount  we  have  loaned  for  agri- 
culture, metal  refining,  for  industrial  credits,  water  supply,  and  so 
forth. 

Sonator  Ellender.  That  statement  will  be  put  in  the  record  at  this 
point. 

(Tho  statement  referred  to  follows:) 
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Export-Impost  Bank  or  Washington 

Credit«  authorited  1994  to  June  SO,  1969,  inW««W,  classified  by  purposes 


Classification 


Number  ol 
countries 


Number  of 
credits 


Amount 


Electric  power: 

Thermo 

Hydro 

Atomic 


Total. 


Transportation  and  communications: 

Railroads . 

Aircraft  and  airports 

Highways 

Automotive  equipment... 

Harbor  development 

Vessel* 

Telecommunications 

Construction  equipment 


Total.. 

Mining  development.. 


Agriculture  and  forestry: 

Commodities 

Production  and  prooeetlng  equipment. 
Livestock.... 


Total. 


Metal  refining  and  fabricating: 

Steel 

Other  metals 


Total. 


Industrial  credits: 
Cement  plants... 
Chemical  plants. 
Fertiliser  plants. 

Paper  mills  

Textile  milts. 


Auto  Industry  equipment. 

Petroleum  Industry 

Unallotted 


Total 

Water  supply  and  irrigation. 

Hotels. 

Rehabilitation 

Trade  emergencies 

Other  purpoees 


Grand  total. 


St 

6 

e 


18 

» 

31 

S3 

IS 

18 

IS 

27 


17 


SI 

SO 

3 


11 

8 


10 

It 

7 
IS 
S3 

8 
7 

22 


15 

t 

X 

ST 

19 


lOt 

16 

1 


$t  1 3, 179,060.92 
66,000,000.00 
136,000,000.00 


130 


108 

tt 

168 

87 

27 

SI 

16 

S3 


S3t 

106 


73 

170 

t 


316 


614, 178, 060.  S3 


676.306,481.99 
233,793,337.60 
Ml,  348, 063. 32 
68, 664, 087. 08 
66,  107,080.08 
73,476,662.67 
78,087,000.00 
18,796,648. 61 


1,466,869,321.  16 
609,006,037.69 


1,059,986,781.48 

138,703,839.06 

11,340,000.00 


1,306,930,621.10 


69 


18 

36 

10 

17 

79 

16 

9 

166 


338 

10 

6 

47 

72 

76 

1,646 


600, 623,  288.  66 
60,914,000.00 


661,637, 288.66 


61,163,136.23 
69, 380, 173.  40 
67,786,600.00 
42,052,  181.33 
22, 001, 896. 94 
71,162,  200.00 
22,  S80, 600. 00 
246,099,748.66 


672, 128, 329, 66 
210,  42%  951.96 
20, 91%  400. 00 
2,101,378,156  71 
2, 880. 080. 094. 88 
00,918, 904.09 

10,238,466, 126. 61 


LOANS  FOR  LEAD  AND  SINC  MINING 

Senator  Dworshak.  What  is  the  largest  loan  you  have  made  in 
tbc  past  5 years  for  lead  and  zinc  mining  developments,  and  in  what 
country? 

Mr.  Waugh.  Wo  have  not  made  any  lead  and  zinc  mining  loans 
in  tho  last  5 years,  with  the  possible  exception  of  one  small  loan  wo 
made  in  Guatemala,  which  has  since  been  paid  in  full. 

Sonator  Dworshak.  You  said  you  made  106  loans.  You  em- 
phasized that  the  most  important  ones  were  for  uranium  development 
in  Africa.  How  many  of  those  106  were  directly  for  the  development 
of  uranium  production? 

Mr,  Waugh.  Fifty-two, 

Senator  Dworshak.  That  leaves  64  in  other  loans.  What  were 
they  for?  Aro  they  in  that  table  that  is  placed  in  the  record? 
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Mr.  Waugh.  They  are  not  itemized  but  they  are  in  the  semiannual 
statement  we  make. 

Senator  Dworshak.  Can  you  givo  us  a report  briefly  on  some  of 
the  major  loans  in  that  category  of  54  outside  of  uranium?  What 
minerals  were  developed? 

Mr.  Waugh.  May  I prepare  a statement  and  put  it  in  the  record? 

Senator  Dworshak.  Yes,  at  this  point.  I am  particularly  con- 
cerned about  what  othei  minerals  in  addition  to  uranium  you  are 
developing  abroad. 

Senator  Ellenjdeh.  Without  objection,  the  Btatomcnt  will  be  placed 
in  tho  record. 

(The  statement  referred  to  follows:) 


ExFOKT-XkFOBT  BaNC  OF  WASHINGTON 

Credit*  authorised  for  mining  development,  July  1,  1945,  to  June  SO,  1969,  inclusive 


o> 

o> 


Credit 

Creu^a  euttaartaed 

Dishorned 

Repaid 

No. 

Date 

Amount 

belenre  ~ 

400 

Iren  «n  production 

Apr.  37.1048 
Jen.  10.1963 
Mar.  13, 1046 
Feb.  27.1966 
Apr.  9, 10S8 

M, «».«»  00 
I27.076.0n.48 
1,500.00a  oo 
36. 000. 008  00 
39, 00a  00 

u ma  raw  An 

S4M 

Mining  equipment  tar  malum 

127,  <77*  071.48 

1 MA  AM  IM 

881.43860884 

SO 

Kgrrinmsni  Creel minim 

i 4M  W 

•09 

MleoeOeneore. 

cw-o-e 

Machinery  end  equipment  far  cfcrame 

38,1(7.00 

88H7.00 

0 

0 

777-B-2 

Equipment  lor  qaicksflitr  rnfaw* 

Jen.  37, 10« 

Dec.  2. 1058 

...  .do 

do  

96,000.00 

50.00a  oo 
eaooaoo 

95.000  00 

96.000  00 
31,  414.  80 

648.000  00 

m ooo.  oo 

112.000  00 

104.000  DO 

soaooo  00 

137,500  00 

806.182.00 
1,000.000.00 
U 610. 000. 00 

5. 700. 000  00 
6,000,000.00 
72,  J00  00 

M ?3ft  ns 

0873804 

77T-K-1 

(axfcnry). 

Equipment  tar  drome  ore 

4ft.78D.87 

777-M-l 



1 ou  ® / 
60.848  50 

T77-N-4 

*»  

H 771.88 

777-P-l 

4B7-F 

407-0 

Rottaor  abneeti  Hgntla  end  reel. 

Cboaend  copper  plant* 

Apr.  16.1047 
Apr.  30.1047 
May  21. 1947 
Oct.  13,1948 
Mar.  16, 1849 

*1.414.80 

648.000. 00 
140. 000  00 

112.000. 00 

104.000. 00 

500. 000. 00 
n 

888883 

•mm* 

0 

407 -H 

Gael  M*l*»  

407 -M 

Diesel  ehoeJe  lttnlte  nd  reel. 

407-P 

Mining  mscbtpary — Upelte 

407-T 

EqaipmaBt  lor  lignite  mines 

Sept.  28. 1049 
Not.  29, 1955 

Mar.  17. 1065 
June  30.1050 

do..  ... 

064-4 

Fore  dwnb — ebeL . . 

a 

Coal  trashing  plant 

7l8.ft44.00 

o 

687,70800 

KB7A 

Machinery  lor  coal  mining. 

Si  Wp  nireUa  W 

HB7-B 

Machinery  lor  copper  mining 

o 

Q 

«U 

Deretopment  of  iron  ore 

Dec.  1.1948 

5,700,00a  00 

0 

0 

8700.00800 

0 

0 

ZM 

Mine  development— nickel  end  cobalt. 
Mining  equipment  tar  lead  and  cine.. 

Oct.  9. 19S2 
June  9,1965 

0 

0 

498 

H» 

gqalptoattt  far  tungsten  mud  sulphur  . 

PtttdiWkm  rti  timwnw  . 

Air.  26.1861 
NOT.  1.1951 

Dec.  10.1961 

Jan.  17.1962 
Feb.  A 1951 

June  16,1955 
Dee.  31.1958 
Sent  A 1952 
Fee.  at,  1955 
Mar.  819SS 

5.000. 00.00 
1,000.000.00 
U ooo.  000. 00 

680.000.00 
30. 000. 000. 00 

3,920.000.00 
11. 500. 000  00 
71.456. 816  24 
400.000  00 
500,000.00 

5,000.000.00 

232,761.56 

o 

8000.000.00 

232.761.56 

0 

612 

do 

514 

130,00800 

0 

401 

t> 

8018666.70 

0 

55,456.81834 

400.000.00 

499.043.80 

OM 

Etpenxtau  of  iron  are 

1.029,77880 

0 

37,275.712.80 

320,000  00 

0 

1057 

833 

Kipenstari  of  iron  ore  production 

Production  of  Tn«nnnmn  ore 

0 

615 

Sintretng  plant— Iron  ore.  . 

(MOi  44 

617 

Maurkaii  and  eqnlpmreit  tar  teed 

ato)Q|, 

400,043.80 

Country 


Liberie .... 

Union  oC  South  Atrtae. 

CWn».....„  

India..  

Fftfllpfdnai 


Ttakay. 


BoUna„ 


Remarks 


Credit  not 
uaed. 


Do. 

Credit  not 

mod. 


Credit  not 
used. 

Credit  not 
used. 
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VUd». 


Total. 


4M 

aofc-H 

<37- L 

W 

aa» 
ton 
no 
<80 
MS 
483 
547 
863 
807 
<35 


Suite  plant.-- 

do, 


Coal  mlaa  aqtrtpmaxt 

TMteUoBofiaacwN 

Spnw  di|<  lor  dac , . 

Pui  cum  of  lolfar  pint 

Ballur  plant 

Tnimt« 

Iron  or*  mining  «qcdf«MBt__. 


Copper  mjctngjiad  powar  aqotpwM»it 

Mount  wmlniTiat  TarluW-II'I" 
Rqalpnwct  far  mmIiih  h»wi^  and 


ittawUt*. 


Doc. 

Apr. 

Apr. 

An*. 

July 

Jon* 

Fob. 

July 

July 

AOf. 

Nor. 

Nor. 

Fob. 

Oct. 


12.1881 

3,072.806  00 

3,872. 500  06 

6972,500.00 
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MUTUAL  SECURITY  APPROPRIATIONS,  1960 


LOANS  FOB  COAL  MINING  AND  HAULING  EQUIPMENT 

Mr.  Waugh.  You  would  like  us  to  do  this  for  the  last  5 or  10  years? 

Senator  Dworshak.  Since  World  War  II. 

Mr,  Waugh.  Wo  can  develop  that  very  easily. 

Senator  Dworshak.  Thank  you. 

Senator  Byrd.  I would  like  tor  Mr.  Waugh  also  to  supply  for  the 
record  information  concerning  the  loans  that  liavo  been  made  to  other 
countries  during  the  last  5 years  for  coal  hauling  equipment  and  for 
coal  mining  equipment.  Could  you  state  at  this  point  just  what 
countries  have  received  loans  recently  for  coal  mining  equipment  or 
coal  hauling  equipment,  or  both? 

Mr.  Waugh.  I do  not  think  of  any,  with  the  exception  of  one 
under  consideration  in  Turkey  at  this  time.  Whether  or  not  that 
has  been  signed,  I do  not  know. 

Senator  Byrd.  That  is  for  coal  preparation  equipment,  isn’t  it,  or 
coal  cleaning? 

Mr.  Waugh.  Yes,  I think  so. 

Senator  Byrd.  What  about  Poland?  Has  there  been  any  loan 
made  to  Poland  for  coal  hauling  equipment  or  coal  mining  equipment 
in  recent  years? 

Mr.  Waugh.  Not  in  recent  years.  We  have  made  no  loans  to 
Poland  with  Export-Import  Bank  funds  since  they  have  gone  behind 
the  Iron  Curtain. 

Senator  Byrd.  With  regard  to  DLF  lonnB  to  Poland  for  coal  mining 
and  hauling  equipment — this  question  may  not  be  pertinent  to  you, 
Mr.  Waugh. 

LOANS  TO  POLAND 

Mr.  Waugh.  I do  not  believe  that  either  the  Export-Import  Bank 
or  DLF  have  mado  any  loans  out  of  appropriated  funds  to  Poland. 

I think  the  only  loans  that  havo  boon  made  to  Poland  and  in  recent 
years  have  been  made  out  of  the  President’s  special  fund,  authorized 
by  the  President  through  the  Secretary  of  State.  We  have  admin- 
istered these  loans  but  they  have  not  been  made  out  of  our  appro- 
priated funds.  We  have  one  Export-Import  Bank  loon  to  Poland, 
mado  in  1940,  for  $40  million  for  coal  cars  and  locomotives,  and  they 
have  already  repaid  $12  million  of  that  loan.  There  is  $27  million 
plus  outstanding.  The  loan  is  current  os  to  payment  of  principal 
and  interest.  That  is  the  only  loan  we  have  outstanding  today  at 
the  Export-Import  Bonk  in  Poland. 

LOANS  TO  YUGOSLAVIA 

Senator  Byrd.  What  loans,  if  any,  havo  been  mado  to  Yugoslavia 
in  recent  years  for  coal-mining  equipment? 

Mr.  Waugh.  None,  on  the  same  basis.  We  have  no  loans  to 
Yugoslavia  from  Export-Import  Bank  funds. 

Senator  Byrd.  The  Export-Import  Bank  loans  funds  to  specific 
projects,  doesn't  it? 

Mr.  YVaugh.  Generally,  ves,  sir. 

Senator  Byrd.  The  IXLF  loans  funds  for  programs  in  different 
instances? 

Mr.  Waugh,  No,  sir. 
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HOUSE  COMMITTEE  REPORT 

Senator  Byhd.  I am  reading  from  the  House  committee  report 
which  accompanies  the  mutual  security  appropriation  bill,  and  which 
at  the  bottom  of  page  5 says: 

An 'audit  by  tho  GAO  of  the  Development  Loan  Fund  operation  in  fiscul  year 
1058  revealed  that  the  Fund  had  allocated  loan  funds  to  programs  rather  than 
to  specific  projects  in  Bovoral  countries.  While  the  Fund  may  have  the  legal 
right  to  do  so,  as  evidenced  by  the  opinion  of  the  General  Counsel  of  General 
Accounting  Office,  pages  715  and  717  of  the  hearings,  it  is  tho  committee's  opinion 
that  such  allocation  of  funds  pending  receipt  of  firm  proposals  from  the  borrow- 
ing country  is  contrary  to  the  legislative  history  of  the  Fund  and  the  testimony 
presented  to  various  committees  of  the  country. 

I would  like  to  have  your  comment,  Mr.  Waugh,  on  the  fears 
expressed  by  tho  House  committee  concerning  tho  loaning  of  funds 
for  programs  rather  than  for  specific  projects  by  tho  Development 
Loan  Fund. 

Mr.  Waugh.  I am  now  answering  as  a Director  of  the  Development 
Loan  Fund,  and  not  as  an  officer  of  tho  Export-Import  Bank,  is  that 
correct? 

Senator  Byrd.  Yes. 

Mr.  Waugh.  I think  that  comment  which  I read  very  carefully 
was  directed  to  tho  fact  that  upon  recommendation  the  Development 
Loan  Fund,  made  a credit  allocation  for  a cortain  country,  the  de- 
tailed projects  to  be  worked  out  at  a later  date.  I remember  the 
General  Accounting  Office  took  exception  to  that  method  of  handling 
tho  financing. 

Senator  Byrd.  What  was  the  amount  of  tho  fund? 

Mr.  Waugh.  I would  ho  stating  it  from  memory.  It  was  a loan  to 
India,  but  I am  not  quito  sure  as  to  tho  amount.  I think  the  record 
would  be  the  best  evidonco. 

Senator  Byrd.  Do  you  know  of  any  other  instances  in  which  this 
procedure  hns  been  followed? 

Mr.  Waugh.  Yes.  Tlioro  have  been  two  or  three  instances  that  the 
GAO  called  attention  to.  There  was  a loan  made  to  Israol.  The 
amount  was  sot  aside  first  and  the  projects  filled  in  later. 

Senator  Ell  under.  One  was  also  made  to  Lebanon  under  those 
samo  conditions. 

Senator  Byrd.  I have  no  further  questions. 

COMMITTEE  RECESS 

Senator  Ellender.  Are  tlioro  any  further  questions?  If  not,  we 
want  to  thank  and  compliment  you,  Mr.  Waugh.  The  committee  will 
stand  in  recess  until  10:30  tomorrow. 

Mr.  Waugh.  Thank  you  very  much.  Do  you  want  this  budget 
report  in  tho  record? 

Senator  Ellender.  Supposo  you  file  it  with  the  committee. 

Mr.  Waugh.  Thank  you. 

(Thereupon  at  11:50  a.m.,  Tuesday,  August  4,  1950,  n recess  was 
taken  until  Wednesday,  August  5,  1959,  at  10:30  a.m.) 
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WEDNESDAY,  AUGUST  5,  1950 


U.S.  Senate, 

Committee  on  Appropriations, 

Washington,  D.O. 

The  committee  met  at  10:30  a.m.,  pursuant  to  recess,  in  room  1224, 
New  Senate  Office  Building,  Hon.  Carl  Hayden  {chairman  of  the 
committee)  presiding. 

Present:  Senators  Hayden,  Ellender^  Robertson,  Stennis,  Bible. 
Byrd,  McGee,  Bridges,  Saltonstall,  Smith,  Dworshak,  Kuchel,  ana 
Hrueka. 

DEPARTMENT  OF  STATE 

STATEMENT  OP  HON.  OT DOUGLAS  DILLON,  ACTING  SECRETARY  OP 
STATE;  ACCOMPANIED  BY  HON.  WILLIAM  B.  HACOMBER,  ASSIST- 
ANT SECRETARY  FOR  CONGRESSIONAL  LIAISON;  HON.  JOHN  0. 
BELL,  SPECIAL  ASSISTANT  FOR  MUTUAL  SECURITY  COORDINA- 
TION; PHILANDER  P.  OLAXTON,  DEPUTY  ASSISTANT  SECRETARY 
FOB  MUTUAL  SECURITY  AFFAXRSt  AJTD  JOHN  E.  MURPHY^  AS- 
SISTANT DEPUTY  DIRECTOR-CONTROLLER,  INTERNATIONAL  CO- 
OPERATION ADMINISTRATION  / 

/ 7Tf 

PlATiNfTIT  *Y'  THE  OpAUMfAlf  ' , - 

Chairman  Hayden,  The  committee  will  opme  to  order. 

We  start  our  hearings  this  morning  on  the'  mutual  security  paii  of 
this  appropriation  bill  which  passed  the  House  of  Representatives 
Tuesday,  July  29, 1959/  \ \ y / 

The  total  budget  estimate  for  the  mutual  peourity  program  is  in 
the  amount  of  $4,429,9 95, 0Q>0,  and  the  House  pias.  allowed  avtotal  of 
$3,186,500,000.  \ ) 

The  administration  is  requesting  thla  committee  to  restore  $876,- 
$267,780,  cut  from  thehill  by  the  House. 

I nave  a table  before  me  which  reflects  the  details  of  the  restora- 
tions requested,  which  I will  include  in  the,  record  at  this  point. 

We  will  proceed  with  the  first  witness  this  morning,  Mr.  C.  Douglas 
Dillon,  Acting  Secretary  of  State. 

(The  table  referred  to  follows :) 
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Mutual  Security  appropriation  bill,  i960,  H.R . 8S8B 


fcO 


Title 


CsirtEK  I.  Miutakt  AmsTiisci 
Military  assistance. ..... 


Ckapte*  II.  Economic  Assistance 


Title  I.  Defense  Support... 

Title  n.  Development  Doan  Fund 

Administrative  expense 

Title  III.  Technical  Ccor'eratian- 

B (lateral 

Multilateral: 

(a)  C.X.  expanded  program  o(  technical  assistance  and 
tbe  special  fund 

(W  Organization  of  American  StatraIIIIimiir*I7Iiri' 


Total,  title  HI 

Title  IV.  Special  Assistance  and  Other  Programs* 

Special  assistance . 

Migrants,  refugees, escapees: 

(o)  ICEM 

(e)  Program  of  U.N.  High  CommbsVoner’ta-'SrfugeesI" 
_ (d)  Escapee  program 

U.bf.  Children’s  Fund '.'"I".  

D..V.  Belief  and  Works  Agency..””"”  * 

Ocean  freight  charges,  U S.  voi imtary  reifefaceiicies ' ” " 
General  administrative  expenses 

State  Department  administrative  exposes 

Atoms  for  Peaoe — 


Total,  Title  iv 

Total,  economic  assistance,  chapter  II. 


Author 

Ization  request. 

960— Public  Law  80-108 

Appropriation  request,  1980 

Executive 
branch  re- 
quest (H. 
Doc.  97), 
March  13,  1950 

Passed  by 

House 
(H.R.  7500), 
June  18,  1959 

Passed  by 
Senate 
(HR.  7500), 
July  8,  1959 

Authorisation 
Act.  1960, 
Public  Law 
86-108 

President's 
request,  1960 
(H.  *>>c.  188 
and  H.  Due. 
205) 

Passed  by 

House 
(H.R.  8385). 
July  29, 1959 

Restorations 

requested 

$1, 600.000.000 

Si,  440,000, 000 

11,300.000.000 

Si.  400.  ooo.  an 

tU  000, 000. 000 

81,300,000.000 

$100,000,000 

835,000,000 

751,500,000 

751,000,000 

835. 000. 000 

700,000.000 

61, 000, 000 

TOO,  000, 000 
[2, 050,  CO01 

700.000.000 

(2050,000) 

Ly^u.mu.i  itiii 

^^■gTvi  lyM] 

*1,800.000.000 

12050,0001 

1,200, 000.000 
(2050.0001 

550,000,000 

11,750.000] 

<658000,000 

1300,000] 

179,500,000 

30,000.000 

1,500,000 

179,500.000 

30.000,000 

1.500,000 

■ j 

179,500,000 

30,000,000 

1,500,000 

179,500,000 

30,000.000 

1.508000 

150,000,000 

30,000,000 

1.500,000 

A 600,000 

-300.000 

211.000,000 

211,000,000 

3 

211,000,000 

211,000.000 

181.500,000 

A 300. 000 

271.800.000 

* (12.  200,  000) 
1. 100,000 
S,  200.  000 
12.  000.  000 
25,  OOCI.  ooo 

2.300.000 
39.500,000 

» (8,  395, 000) 

6.500.000 

25a  000. 000 

(12.200.0001 
1. 100. 000 

5.300.000 

12. 000.  OOO 

25.000. 000 
2 300.000 

39. 500.  ono 
(8, 395. 000) 

6.500.000 

344. 62ft 000 

(12200,000) 

1,100,000 

5.200.000 
12000,000 
25.000.000 

2.300.000 
39, 500. 000 
(8  395. 000) 

6.500.000 

247. 500, 000 

(12  200. 000) 
1, 100,  000 
5,  200,  000 
12. 000.  000 
25.  ooo.  an 

2300.000 
39,500,000 
(8  395. 000) 

8500.000 

271,800,000 

12.200,000 

1,100.000 

5. 200. 000 
12  000. 000 
25. 000, 1)00 

2.300.000 
39.500,000 

8, 39 ' 000 

6. 500.000 

200.000,000 

8000, 000 
1,100,000 

5.200.000 
12.000,000 

25.000. 000 
2 300,000 

37.000. 000 
7.900.  000 

1.500.000 

—390, 000 
2378  000 
431,000 
1,248  730 

303.400.000 

336,220.000 

339, 100, 000 

383, 995. 000 

49, 967. 730 
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Chatter  UL  Costikoenct  Fund 

President's  special  authority  and  contingency  fund ... 200,001000 

CHAMt*  IV.  OlHllL  AND  ADMPTBTEATION  PROVISIONS 
Foreign  small  bash^es  concerns. 


100,000,000  ISO,  000, 000  I 155,  OOP,  000  [ 200.000,000  135,000,000 


Chapter  V.  Intrrn ational  Cooperation  in  Health- 
Colombo  Plan  Council  for  Techykal  Cooperation 

International  cooperation  In  health .... 


Chapter  VI.  Center  for  Cultural  and  Trosnkal 
Interchange  Between  East  and  West 

CtntfrTif?r  Cuilaral  and  Technical  Interchange  Between  East 
&od  West.--. ..... 


2.500.000 


2.000,000 


Chapter  Vli.  Amendments  to  Other  Laws  and 
Miscellaneous  Provisions 


NATO  Parliamentary  contoence ... 

U.S.  partici  pattern  in  World  Refugee  Year. 

Total,  chapter  VII 


100.000  100,000  ..... 

lo.ooo.ooo :: : 


10.100,000 


I"  S-5!?®*"?  4.7^,220.000  A65A300.000 


Add  continuing  authorizations  (p&rentbeses  above! ™ <’7S’5?M55  A “?>?*•  29?  4.«»,l»S.000  3,181500.000 

Unobligated  balance  reanpropriated  w,»5.oco  20.5A5.000  20,595,000  20,595.000  

- - - (36.1S8.0001  (38,188.000) 

Total  (exdodes  unobligated  balances  reapproprlated) 3. 929, 995, 000 ,(  A 563, 195, 000  4.813.915,000  4.675.795.000  4,  <29. 985,000  3,186,500,000 

■ T _ 

Trea*nry  Mthoflwd  at  rat*  of  •*  billion  a island  not  to  exceed  an  additional  11,100  minim  may  be  advanced 


876,267,730 


jSlf  h 1 SI » million  additional  for  .1960  and  S50O  million  for  1961. 

* Of  this  authorization  not  to  pZK  mTSiS  Dt&  EH:  , , ???££££?  “*>""“«»  is  now  contained  in  the  act. 

y oe  aavancec  prior  to  July  1,  * Authorized  such  amounts  as  may  be  necessary  to  carry  out  program. 


876.267,730 


prior  to  July  1, 


*vj 

W 


MUTUAL  SECURITY  APPROPRIATION'S,  1000 


74  MUTUAL  SKCUBITT  APPROPRIATIONS,  1960 

OunouL  Statement 

Mr.  Dillon.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman  and  members  of  the  committeej  I appreciate  the  priv- 
ilege of  meeting  with  you  to  present  the  President’s  request  for  the 
appropriation  of  funds  for  the  mutual  security  program  for  fiscal 
year  1960. 

Otm  COMMON  RESPONSIBILITY 

We  in  the  executive  branch  and  you  in  the  Congress  share  a com- 
mon, grave  responsibility.  We  both  have  the  serious  duty  of  making 
certain  that  the  mutual  security  program  is  adequately  financed  and 
effectively  administered. 

It  is  my  solemn  conviction  that  the  safety,  the  prosperity,  and  even 
the  survival  of  our  Nation  and  its  people  depend  on  the  judgment 
and  effectiveness  with  which  we  carry  out  this  duty. 

For  I am  deeply  convinced  that  the  future  of  our  country  and  of 
the  free  nations  with  which  we  are  associated  depends  on  the  ade- 
quacy of  the  defensive  strength  our  military  assistance  makes  possible, 
and  on  the  encouragement  and  practical  assistance  we  provide  to  the 
economic  progress  of  those  less  fortunate  than  we. 

THE  MUTUAL  SECURITY  PROGRAM  IN  THE  WOULD  TODAY 

It  is  surely  by  now  a truism  that  we  are  engaged  in  a contest  which 
has  greater  potential  for  the  destruction  of  our  way  of  life  than  any 
mil  itary  conflict  we  have  ever  entered. 

However,  this  peril  has  been  with  us  so  long  that  I fear  many  are 
becoming  inured  to  it,  have  discounted  it,  have,  in  some  degree,  writ- 
ten it  out  of  their  consciousness. 

I cannot  overstate  the  concern  which  this  attitude  of  mind  gives 
me,  for  in  this  day  and  age  our  mutual  security  program  is  absolutely 
vital  to  us.  It  is  the  primary  means  by  which  we  are  able  to  counter 
the  two  major  offensives  to  which  we  and  our  free  world  allies  are 
being  subjected. 

THE  COMMUNIST  OFFENSIVES 

Throat  of  force  in  being.  One  of  these  is  the  familiar,  ever-present 
threat  of  great  force  in  being,  the  immense  and  ever-growing  mili- 
tary power  of  the  Sino-Soviet  bloc. 

Communist  imperialism  now  dominates  17  nations,  or  parts  of 
nations,  including  the  world’s  second  most  powerful,  the  Soviet  Union, 
and  the  world’s  most  populous,  Communist  China. 

Senator  Ellender.  Would  you  name  those  nations,  Mr.  Dillon, 
please? 

Mr.  Dillon.  I will  give  you  a list  of  them. 

Sonntor  Ellender,  You  may  put  them  in  the  record. 
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(The  material  referred  to  follows:) 

Countries  and  parts  of  countries  coming  under  Communist  control 


Country  or  part  or  country:  control  inn 

In  Europe:  utaNItM 

Albnnia  1944 

Bulgaria - . ..  J94G 

Chechoslovakia.. . . ..  1048 

Kant  Coniumy ... ....... ..... 1046 

Hungary 1047 

Estonia . 1039 

Latvia. . . 1939 

Lithuania 1039 

Poland.. . 1947 

Rumania 1946 

Russia ....  1018 

Yugoslavia* 1946 

In  Aftia* 

China  (including  Manchuria) 1949 

North  Korea 1945 

Mongolia 1021 

Tibet 1051 

North  Vietnam 1954 

Sakhalin  and  tho  Kuril  Islands  (Japan) 1046 


*YuKu>lavla,  »Ubougli  a Communist  nailoit.  Is  r«Mtrd«l  as  haTlu#  fre*d  tt*lf  from  SoTlet  control- 


THREAT  OF  ECONOMIC)  PENETRATION 

Mr.  Diixon.  One-third  of  tho  people  of  the  world  are  under  its 
control.  It  has  at  its  disposal  some  6%  million  armed  men,  airfleets  of 
over  25,000  planes,  and  a large  navy  with  hundreds  of  modem  sub- 
marines. 

These  great  forces  are  backed  by  nuclear  weapons  and  missiles. 
This  great  power  complex  also  has  well-devoloped  and  expanding 
scientific,  technical,  anti  industrial  cupacity. 

In  the  last  5 years,  there  has  developed  another,  less  familiar,  but 
equally,  if  not  more  dangerous  Communist  offensive,  tho  economic 
offensive  directed  toward  the  penetration  of  free  world  nations  by 
economic  means. 

This  offensive  is  designed  to  exploit  ono  of  tho  great  realities  of  our 
era,  the  worldwide  revolution  of  former  colonial  and  underprivileged 
peoples  seeking  both  independence  and  economic  progress. 

Since  World  War  II,  21  new  nations  have  come  into  being.  More 
than  a quarter  of  the  world’s  population  uas  attained  political  inde- 
pendence. They  and  others  of  the  less-developed  nations  who  have 
preceded  them,  are  now  engaged  in  a great  struggle  for  the  economic 
strength  and  growth  which  will  mnke  their  freedom  truly  meaningful. 

Many  of  you  have  seen  the  poverty, privation,  ill  health,  an  illiteracy 
in  which  untold  millions  of  peoples  of  these  new  nations  live.  Yet  we 
now  see  also  their  determination  that  they  and  their  children  shall  rise 
out  of  theso  conditions  and  share  in  the  better  way  of  life  they  know 
is  possible.  They  hope  to  do  this  under  free  institutions,  hut  there  are 
many  in  tho  underdeveloped  areas  who  are  determined  that  this  pro- 
gress shall  be  made  even  if  they  have  to  accept  totalitarian  forms  of 
government  to  achieve  it. 
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The  powerful  and  insistent  theme  of  Communist  propaganda  to 
these  struggling  people  is  that  the  Communist  way  of  life  is  their  best 
and  only  nope.  This  propaganda  is  now  backed  by  action. 

NSW  COMMUNIST  STRATEGY 

Mr.  Khrushchev  has  openly  and  repeatedly  declared  the  new 
strategy  of  the  Communist  block  to  gain  its  imperialist  objectives  by 
penetration  of  countries  now  free. 

At  the  21st  Party  Congress  in  Moscow  only  a few  months  ago,  he 
said: 

Economics  Is  tbe  main  field  In  which  the  peaceful  competition  of  socialism 
and  capitalism  la  taking  place,  and  we  are  Interested  in  wiuulng  this  competition 
In  a historically  brief  period  of  time. 

* ♦ • with  the  support  of  leading  socialist  countries  some  countries  which 
lagged  behind  in  the  past  could  switch  over  to  a socialist  regime,  and  after 
a certain  phase  of  development  to  communism,  bypassing  tbe  capitalist  phase 
of  development. 

Senator  Ellender.  With  respect  to  the  sentence  you  read,  Mr. 
Dillon: 

Economics  Is  the  main  field  In  which  the  peaceful  competition  of  socialism 
and  capitalism  is  taking  place,  and  we  are  Interested  in  winning  this  competi* 
tlon  In  a historically  brief  period  of  time. 

Who  is  the  person  being  quoted  ? 

Mr.  Dillon.  The  line  I just  read  was  a quotntaion  from  Mr. 
Khrushchev. 

METHOD  OF  MEETINO  COMPETITION 

Senator  Ellender.  How  do  you  propose  to  meet  tins  competition? 

Mr.  Dillon.  It  is  to  help  to  enaole  countries  of  Asia  and  Africa 
to  see  that  they  have  equal  hope  in  developing  their  economies  in 
freedom  which  I think  they  would  much  prefer  to  do. 

Senator  Ellender.  Do  you  not  think  that  if  our  way  of  life  were 
put  in  competition,  within  these  countries,  with  that  of  the  Russians, 
and  then  let  the  people  choose  for  themselves,  that  would  be  the 
sensible  way  to  do  it? 

Mr.  Dillon.  I think  that  is  what  we  are  attempting  to  do,  yes. 

Senator  Ellender.  Then  why  do  you  object  to  the  Russians  fur- 
nishing assistance  to  some  countries  in  the  same  manner  as  we  are? 

Mr.  Dillon.  I do  not  object  to  the  Russians  giving  assistance,  nor 
to  the  other  people  accepting  it.  The  one  thing  we  do  have  in  inind 
is  that  the  Russians,  os  they  nave  stated,  are  motivated  by  a political 
motive  to  make  these  people  abandon  the  free  system,  which  they 
now  have  and  which  they  now  prefer,  and  they  are  trying  to  do  that 
by  large  amounts  of  aid  and  by  trade  programs  which  would  tie  them 
into  the  Soviet  Union. 

Senator  Ellender.  The  Russians  started  that  only  4 or  5 years  ago? 

Mr.  Dillon.  That  is  right. 

Senator  Ellender.  And  they  have  spent  approximately  only  $2 
billion  in  contrast  to  our  over  $50  billion  in  grants  and  $20  billion 

in  loans.  , , , _ 

It  looks  as  though  that  today  we  are  just  as  bad  off,  if  not  worse, 

than  when  we  started. 
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I am  just  wondering  why  we  object  to  the  expenditures  made  by 
the  Russians  in  order  to  do  what  we  are  trying  to  do  and  that  is,  an 
endeavor  to  better  the  economies  of  these  underprivileged  countries, 
so  that,  the  living  standards  of  the  masses  may  be  elevated. 

Mr.  Dillon.  I think  they  are  not  only  trying  to  do  that;  they  are 
trying  to  convert  these  people  to  communism  as  Mr.  Klirushchev  says. 

In  these  countries  in  the  last  5 years,  they  have  spent,  they  have 
committed  about  $2,300  million  in  the  Bame  countries  where  the  total 
TJ.S.  aid  has  been  about  $5^  billion,  of  which.  $2  billion  has  come 
from  this  program. 

Senator  Ellender.  Do  you  not  think  that  in  the  work  Russia  has 
done  so  far  in  quite  a few  of  these  countries,  which  you  have  men- 
tioned, particularly  Egypt  and  Burma,  they  have  had  sad  ex- 
periences and  the  furtherance  of  the  Communist  cause  has  not 
materialized. 

Now,  should  we  not  invite  more  of  that? 

It  strikes  me  that  if  you  give  them  an  opportunity  to  expand  in  that 
field  and  they  fail  as  they  have  in  Burma  and  in  Egypt,  then  our 
cause  is  further  advanced  by  their  failure. 

In  my  humble  judgment,  wo  will  never  expose  the  evils  of  com- 
munism if  we  do  not  let  the  peoples  of  the  underdevelopment  nations 
seo  it  in  operation. 

Mr.  Dillon.  I think  nil  we  have  to  do  is  show  that  we  have  an 
equal  interest  and  that  we  are  trying  to  help  these  people  in  the  same 
way. 

I think  it  would  bo  very  bad  if  we  did  not  help  at  all  and  loft  the 
field  open  to  the  Soviets  alone. 

Certainly  I do  not  object  to  their  competition.  When  it  helps  to 
produco  development  that  is  all  to  the  good. 

DURDEN  OF  ARGUMENT 

Senator  Ellender.  Isn’t  that  the  main  burden  of  your  argument, 
that  you  should  in  some  way  stop  it  ? 

Mr.  Dillon.  No,  sir. 

Senator  Ellender.  You  are  complaining  about  the  Russians  com- 
ing into  theso  countries.  That  is  the  burden  of  your  argument.  I 
would  invito  them  in. 

Mr.  Dillon.  The  burden  of  my  argument  is  because  of  the  fact 
that  they  are  there  we,  ourselves,  have  to  take  that  into  account  to  be 
sure  that  we  maintain  an  adequato  program. 

Senator  Ellender.  Mr.  Dillon,  we  have  been  in  the  picture,  as  I 
have  said,  for  14  years. 

Mr.  Dillon,  With  these  underdeveloped  countries  it  is  much  shorter 
than  that. 

Senator  Ellender.  They  are  now  nations.  May  of  them  were  only 
colonies  when  wo  started  this  program. 

Mr.  Dillon.  It  began  with  the  four-point  program  about  10  years 
ago  in  a very  small  way. 

Senator  Ellender.  As  I unde  ret  and  then,  you  are  not  opposing  the 
economic  aid  given  by  the  Russians  to  any  of  the  underdeveloped  coun- 
tries? 

Mr.  Dillon.  No,  sir. 
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Senator  Blunder.  Would  you  not  encourage  it  ? 

Mr.  Dillon.  We  think  it  is  fino. 

The  only  thing  we  would  worry  about  is  if  it  ^ot  so  large  that  the 
country  became  dependent  solely  on  that.  We  think  that  that  would 
be  a certa  in  concern. 

There  are  not  many  countries  where  that  is  the  case  at  the  moment. 
Senator  Ellen  deb.  As  I have  often  said,  I would  invite  the  Rus- 
sians to  come  in  there  and  show  their  stun  and  demonstrate  what 
they  can  do  in  contrast  to  what  we  can  do. 

X am  not  afraid  and  have  no  doubt  as  to  what  will  happen  in  the 
long  run, 

Senator  Saltonbtall.  Mr.  Chairman,  we  all  have  questions.  I 
have  a number  of  them.  But  would  it  not  be  wise  if  Secretary  Dillon 
finished  his  statement  and  then  if  we  did  have  any  questions  we 
could  ask  them,  because  perhaps  some  of  us  have  other  appointments 
we  want  to  keep. 

Senator  Ellsnder.  That  is  all  right  with  me.  I have  many  ques- 
tions. It  will  take  me  about  an  hour  to  complete  my  interrogation 
of  Mr.  Dillon. 

Chairman  Hayden.  I do  think  Mr.  Dillon  ought  to  have  an  oppor- 
tunity to  finish  his  statement. 

INCREASE  IN  COMMUNIST  ECONOMIC  ASSISTANCE 

Mr.  Dillon.  The  Soviet  Union  and  its  Chinese  allies  are  demon- 
strating the  seriousness  of  their  purpose  by  providing  economic  as- 
sistance and  technical  help  at  an  increasing  tempo. 

Senator  Ellender.  But  you  are  for  that? 

Mr.  Dillon.  I say  that  is  all  right.  It  shows  what  they  are  doing. 
We  have  to  do  the  same  thing. 

In  the  &*year  period  since  this  offensive  began  $2.3  billion  of  eco- 
nomic credits  and  grants  have  been  concentrated  on  19  of  the  les3 
developed  nations  of  the  free  world,  primarily  in  the  Near  East, 
South  Asia,  and  Africa. 

The  value  of  new  aid  agreements  in  fiscal  year  1959  exceeded  the 
peak  reached  in  the  year  before,  and  remember,  these  figures  do  not 
mclude  aid  to  other  doraraunist  bloc  countries. 

The  exact  amounts  of  this  aid  are  unknown  to  us,  but  they  ore  very 
sizable, 

COMMUNIST  ECONOMIC  TECHNICIANS 

During  the  first  half  of  this  calendar  year  the  Communist  bloo 
sent  to  the  same  19  free  world  countries  4,680  economic  technicians, 
a radical  increase  of  some  60  percent  over  a year  earlier. 

Our  own  economio  help  to  these  and  others  of  the  less  developed 
nations  striving  to  progress  is  not  new.  It  long  preceded  any  inter- 
est on  the  part  of  the  Communist  bloc. 

Our  aia  has  been  prompted  by  considerations  of  simple  human 
decency,  the  obligation  we  have  felt  to  help  our  brothers  in  their 
struggle,  and  by  our  plain  national  interest  in  the  economic  health 
and  progress  or  our  free  world  friends. 

Our  economio  help  has  not  been  concentrated  on  a few  strategically 
significant  countries,  but  has  been  directed  toward  the  advancement 
of many. 
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COLD  WAR  OBJECTIVE 

Now,  however,  the  Communists  have  chosen  to  make  the  control  of 
economic  progress  in  many  newly  developing  nations  an  objective  in 
their  cold  war. 

It  should  be  only  too  evident  to  us  that  the  number,  size,  and 
strategic  locations  of  these  nations  and  their  great  and  rapidly  in- 
creasing populations  makes  it  absolutely  imperative  in  our  own  inter- 
est, as  well  os  theirs,  that  they  should  never  be  forced  to  become 
dependent  on  the  Communist  bloc  by  lack  of  adequate  economic 
help  from  the  free  world. 

WATTtBB  AVEECTINQ  THE  P BOO  BAM  IN  GENERAL 

I would  like  now  to  comment  briefly  on  four  matters  which  apply 
to  t he  program  in  general : 

First,  as  to  the  general  magnitude  of  this  program. 

The  impression  is  given  by  some  opponents  that  it  is  somehow  the 
biggest  item  in  the  Federal  budget;  that  it  is  responsible  for  the 
national  debt;  that  it  is  causing  the  current  flow  of  gold  from  the 
United  States. 

The  facts  are,  of  course,  that  the  entire  mutual  security  program  is 
only  some  5 percent  of  our  Federal  budget;  it  is  equal  to  only  10 
percent  of  our  military  budget;  it  is  no  more  responsible  for  the 
national  debt  than  any  other  individual  item  in  the  budget,  and  it  is 
only  one  minor  item  among  many  items  affecting  our  balance  of 
payments. 

CASES  Or  INADEQUATE  ADMINISTRATION 

Second,  it  is  sometimes  said  that  because  cases  of  inadequate  admin- 
istration have  developed,  the  program  should  be  cut,  presumably  as 
some  sort  of  punishment  of  the  administrators.  This  seems  to  make 
little  sense  to  me.  The  mutual  security  program  is  neither  a punish- 
ment nor  a reward  to  its  administrators.  It  is  a vital  national 
necessity. 

Tho  obvious  cure  for  inadequate  administration  is  better  administra- 
tive procedures.  We  are  trying  to  assure  that  these  are  provided,  and 
we  should  be  considerably  helped  in  this  by  the  authorizing  legislation 
just  enacted. 

Third,  it  is  argued  that  the  appropriation  for  this  program  has  been 
cut  every  year  and  it  hasn’t  failed  yet,  so  why  not  cut  it  again,  and 
more. 

It  is  true  that  there  has  been  no  great  failure  in  the  program,  and 
we  can  be  grateful  that  it  has  had  many  striking  successes,  but  it 
hardly  seems  sensible  to  me  to  see  each  year  how’  closely  we  may  ride 
to  the  edge  of  the  abyss  without  falling  in. 

For  instance,  during  this  past  fiscal  year  we  operated  for  the  final 
6 months  with  the  knowledge  that  contingencies  which  had  already 
developed  exceeded  the  unused  balance  remaining  in  the  contingency 
fund,  leaving  no  margin  of  safety  to  deal  with  any  unforeseen  emer- 
gencies which  might  have  arisen. 

Fortunately,  for  all  of  us,  there  were  no  crises  requiring  funds  dur- 
ing this  period,  but  it  seems  almost  foolhardy  to  force  the  U.S.  Govern- 
ment to  operate  in  this  manner. 

42601—68 -6 
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Finally,  I am,  of  course,  frank  to  admit  that  in  a program  of  this 
kind,  when  we  are  dealing  with  a worldwide  security  system  in  over 
40  nations  and  with  the  technical  and  economic  progress  of  58  nations 
and  territories,  it  is  not  possiblo  to  say  to  the  dollar  precisely  how  much 
money  is  needed  to  maintain  the  necessary  strength  of  our  alliances 
and  the  minimum  economic  progress  to  sustain  the  independence  and 
stability  of  free  nations  important  to  us. 

This  is  a matter  of  judgment.  The  objective  test  of  success  or 
failure  will,  in  most  cases,  not  be  evident  for  several  years,  by  which 
time  it  will  be  too  late  to  correct  a mistake  made  now. 

I can  only  tell  you  that  in  the  judgment  of  tho  President,  in  the 
judgment  or  Secretary  Dulles  and  Secretary  McElroy,  under  whose 

Slidance  these  programs  were  prepared,  in  the  judgment  of  Secretary 
erter  today,  and  in  my  judgment,  tho  original  sum  requested  for 
fiscal  year  1$60,  $3,030  million,  was  on  the  lower  margin  or  safety. 

Tho  full  sum  authorized  for  appropriation,  $3,576  million  is,  in  our 
judgment,  below  the  margin  which  we  feel  we  could  conscientiously 
recommend. 

house  crcrs 

Tho  cuts  proposed  by  the  Houso  are,  as  the  President  said  on  July 
24,  deeply  below  the  minimnm  he  considers  necessary  for  tho  security 
of  our  Nation  and  the  free  world. 

The  disasters  to  which  we  fear  these  cuts  would  lead  would  be  no 
less  real  and  no  less  harmful  because  they  might  not  become  fully 
apparent  for  several  years. 

Mr.  Chairman,  you  will  hear  in  coming  sessions  a series  of  executive 
branch  witnesses  who  will  deal  with  tho  details  of  the  military  assist- 
ance and  economic  programs  and  with  their  political  significance  in 
various  areas  of  the  world. 

in  view  of  this,  I shall  not  go  into  those  details,  except  as  you  may 
wish  to  raise  questions. 

I would  liko  to  mention  very  briefly,  however,  two  related  appropri- 
ation items  and  certain  important  amendments  added  by  the  House, 
which  would  seriously  hamper  the  administration  of  tho  program. 

RESTORATION  REQUEST 

I refer,  first,  to  the  need  for  full  restoration  of  the  funds  requested 
for  administration  of  tho  programs  by  the  ICA  and  the  Department 
of  State. 

Only  $1  million  of  the  proposed  $2,700,000  increase  for  ICA  is  for 
new  positions  and  related  expenses.  These  are  primarily  for  staffing 
the  recently  opened  missions  in  Africa^  and,  secondarily,  for  the 
strengthening  of  missions  in  Latin  America. 

No  increase  is  being  renucsted  for  administrative  employment  in 
Washington  above  tho  level  authorized  for  fiscal  year  1959. 

Tho  balance  of  tho  increase,  $1,700,000,  is  for  full  year  salary  costs 
and  related  expenses  for  positions  which  were  financed  for  only  part 
of  the  past  year.  Those  positions,  established  during  the  last  year, 
were  primarily  connected  with  the  successful  accelerated  recruitment 
and  personnel  improvement  program,  including  language  training, 
initiated  during  fiscal  year  1959,  pursuant  to  congressional  direction. 


MUTUAL  SECURITY  APPROPRIATIONS,  1900 


81 


EFFECT  OF  HOUSE  CUT 

The  House  cut  will  not  only  prevent  adequate  staffing  of  the  new 
missions  in  Africa,  but  also  would  force  a significant  reduction  in 
the  very  programs  which  were  initiated  in  tiscafyear  1959  in  response 
to  congressional  mandate. 

The  very  small  increase  of  $241,000  requested  for  administrative 
funds  in  the  Department  of  State  is  primarily  to  allow  me  to  have  a 
few  added  people  of  high  quality  to  strengthen  the  coordination  and 
supervision  of  this  progrnm  and  tor  related  purposes. 

The  focusing  by  tho  authorizing  legislation  of  additional  respon- 
sibilities on  my  office  makes  this  strengthening  oven  more  necessary, 
if  possible,  than  when  our  request  was  submitted? 

The  House  cut  not  only  denies  Ibis  needed  small  increase,  but  would 
actually  compel  a reduction  of  tho  administrative  strength  now  avail- 
able. 

1 must  say  that  it  is  at  least  paradoxical  that  on  tho  one  hand 
criticism  should  be  levied  at  the  program  for  inadequate  administra- 
tion. and  on  the  other  hand  that  reasonable  funds  to  recruit  and 
employ  qualified  personnel  should  be  denied. 

The  details  of  these  administrative  budgets  will  be  presented  to 
you  later,  but  I wish  to  emphasize  now  my  own  belief  in  the  impor- 
tance of  having  funds  to  hire  people  of  the  quality  needed  to  admin- 
ister these  billions  of  dollars  of  public  money. 

One  related  matter  for  which  a part  of  these  funds  is  intended 
should  be  mentioned : 

The  House  committee  report  states  that  funds  were  denied  for  tho 
International  Development  Advisory  Board.  This  Board  is  created 
by  statute  as  a means  to  bring  the  wisdom  and  experience  of  highly 
qualified  private  citizens  to  bear  on  tho  economic  aspects  of  the  mutual 
security  program  nnd  to  provide  their  advice  to  the  Secretary  of 
State  and  other  officials  engaged  in  administering  the  program. 

Tho  membership  of  the  Board  is  bipartisan  and,  as  tiie  statute 
directs,  it  is  representative  of  industry,  agriculture,  labor,  science, 
and  other  major  areas  of  private  life.  Tho  function  of  tho  Boura 
was  specifically  considered  nnd  approved  by  the  Congress  during  the 
consideration  of  the  authorization  bill  only  a few  weeks  ago. 

In  view  of  this  history,  and  in  the  absence  of  an  express  limitation 
in  tho  appropriation  statute,  we  feel  that  we  should  carry  out  the 
purpose  or  the  authorizing  act. 

Amendments  Affkctino  tub  Administration  of  the  Program 

There  are  three  amendments  to  iho  appropriations  bill  which,  if 
retained  in  the  final  action  of  the  Congress,  would  seriously  hamper 
the  administration,  or  even  totally  defeat  major  purposes  of  tho  pro- 
gram. 

INVASION  OK  EXECUTIVE  MUVILEOE 

Section  113  would  prohibit  the  use  of  funds  to  carry  out.  non- 
military provisions  of  the  Mutual  Security  Act  during  any  period 
when  more  than  20  days  have  elapsed  between  the  request,  for  and 
the  furnishing  of  any  paper  relating  to  the  administration  of  such 
provisions  by  ICA,  if  the  paper  has  been  requested  by  the  General 
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Accounting  Office  or  by  a congressional  committee,  or  duly  authorized 
subcommittee. 

This  section  is  apparently  an  effort  to  compel  the  President  to  deliver 
any  paper  requested  ns  provided  in  section  534(b)  of  the  Mutual  Se- 
curity Act  or  1059,  The  President,  in  signing  this  act,  stated  that 
he  did  so  on  the  express  premise  that  that  section  and  two  somewhat 
similar  provisions  are  not  intended  to  alter,  and  cannot  alter,  the  rec- 
ognized constitutional  duty  and  power  of  the  Executive  with  resj>ect 
to  the  disclosure  of  information,  documents,  and  other  materials. 

Ho  added  that  any  other  construction  of  these  amendments  would 
raise  grave  constitutional  questions  under  the  historical  separation  of 
powers  doctrine. 

This  position  taken  by  the  President  in  regard  to  the  provisions  of 
tho  Mutual  Security  Act  of  1959,  of  course,  applies  with  equal  validity 
to  section  113.  The  Congress  is  empowered  to  make  appropriations, 
hut  the  Congress  cannot  impose  unconstitutional  conditions  upon  the 
use  of  funds  it  appropriates, 

The  President,  in  the  exercise  of  his  constitutional  duties,  is  re- 
quired to  determine  what  papers  in  the  possession  of  the  executive 
branch  may  be  made  available  consistent  with  the  public  interest. 

For  Congress  to  provide  that  appropriated  funds  shall  not  bo 
used  unless  tho  President  disregards  his  constitutional  duty  of  con- 
trolling the  papers  of  the  executive  branch  so  as  to  serve  what  lie  deter- 
mines to  lie  the  public  interest  would  be  a clear  infringement  of  his 
constitutional  rights. 

The  President’s  strong  opposition  to  this  amendment  as  an  en- 
croachment on  his  constitutional  duties  does  not  mean  that  we  desire 
to  withhold  information  from  the  Congress  or  the  American  people. 
We  are  deeply  convinced  that  only  if  tho  people  fully  understand  the 
program,  its  successes  and  its  failure,  will  it  receive  tho  support  it 
deserves. 

DOMESTIC  PHOJEtTB  CKITKBIA 

Section  103  of  the  Mutual  Security  Appropriation  Act,  1960,  passed 
by  the  House,  would  prohibit  the  use  of  mutual  security  funds  to 
finance  any  nomnilitary  project  which  has  not  met  the  standards 
and  criteria  used  in  determining  the  feasibility  of  domestic  fiood  con- 
trol, land  reclamation,  and  related  projects  in  the  United  States. 

Wo  do,  of  course,  apply  an  economic  and  technical  feasibility  evalua- 
tion  to  nonmilitary  projects  carried  out  in  underdeveloped  countries. 
However,  it  is  neither  practicable  nor  desirable  to  attempt  to  use 
abroad  the  domestic  cost-benefit  evaluation  designed  for  the  United 
States. 

Tito  domestic  test  presuppose  the  availability  of  u great  variety  of 
reliable  statistics  winch  are  simply  not  available  in  underdeveloped 
countries. 

In  addition,  the  domestic  tost  dot's  not  take  into  account  certain 
factors  of  importance  in  such  countries,  such  as  the  difficulty  of  pre- 
dicting prices  of  and  demands  for  products  not  previously  available. 

Moreover,  the  measure  of  benefit  of  projects  under  the  mutual 
security  program  must  include  not-  only  economic  considerations,  but 
foreign  policy  and  national  security  benefits  which  cannot  be  evalu- 
ated in  dollars  and  cents. 
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It  should  also  bo  realised  that  the  amendment  would  require  these 
criteria  to  be  applied  to  all  kinds  of  projects  carried  out  in  the  less 
developed  areas  even  though  in  the  United  States  they  are  applied 
only  to  flood  control,  reclamation,  and  related  projects. 

The  authorizing  committees  have  carefully  reviewed  the  proce- 
dures employed  in  financing  mutual  security  projects  and  have 
strengthened  the  legislation  From  time  to  time  to  assure  an  orderly 
and  effective  procedure  for  project  financing  appropriate  to  the  for- 
eign aid  program. 

Section  103  is  both  unnecessary  and  undesirable.  Its  procedures 
are  not  only  inappropriate  for  use  abroad,  their  adoption  would  seri- 
ously impede  the  administration  of  the  program  and  the  attainment 
of  its  objectives. 

OONFUOT  or  1NTB8KST8  PROVISION 

Section  112  would  prohibit  the  use  of  any  mutual  security  funds 
to  enter  into  a contract  with  any  person  or  company  who  offers  to 
provide  compensation  to  any  ICA  employee  or  who  provides  compen- 
sation to  any  ICA  employee  who  has  left  ICA  within  2 years  or  the 
date  of  employment  with  such  person  or  company. 

This  extremely  broad  and  loosely  drafted  provision  is  both  unnec- 
essary and  harmful;  it  also  raises  serious  constitutional  questions. 

Under  this  provision  any  of  the  hundreds  of  great  and  small  indus- 
tries of  the  Nation  which  are  ICA  suppliers  would  be  cut  off  from 
wholly  legitimate  contracts  if  they  employed  a typist  recently  in  an 
ICA  clerical  wool.  The  typist,  or  any  other  ICA  employee,  would 
be  precluded  from  perfectly  proper  employment  by  a larger  segment 
of  American  industry  and  over  50  universities  open  to  all  other  Gov- 
ernment employees,  and  all  this  totally  without  regard  to  any  con- 
siderations of  wrongdoing  by  such  employees  or  such  industry  or 
university. 

The  Congress  has  already  dealt  with  the  protection  of  the  legiti- 
mate interests  of  the  Government  in  the  general  conflicts  of  interests 
statutes  applicable  to  all  Governmnet  employees  and  particularly  by 
section  512  of  the  Mutual  Security  Act  which  provides  heavy  penal- 
ties for  conflict  of  interest  with  regard  to  procurement  under  the 
mutual  security  program. 

RE8TH1CTION  ON  H£CBU1TUBNT 

This  arbitrary  provision  would  greatly  increase  ICA’s  difficulty  in 
employing  qualified  personnel  since  all  potential  employees  would 
know  that  they  would  bo  excluded  from  future  employment  in  large 
areas  of  American  life. 

On  the  other  side,  it  would  impose  an  unwarranted  and  unreasonable 
hindrance  on  the  freedom  of  such  universities  and  industries  to  choose 
their  employees. 

Furthermore,  the  provision  is  virtually  impossible  to  administer 
as  ICA  could  hardly  maintain  surveillance  of  nil  ox-employees  for  2 
years  after  the  end  of  their  employment  in  order  to  know  whether 
they  secured  employment  with  somo  one  of  the  many  hundreds  of 
contractors  and  suppliers  who  serve  ICA. 

BEST  AVAILABLE  COPY 
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Finally  this  provision  would  appear  to  raise  serious  constitutional 
questions  m view  of  its  patent  infringement  of  personal  rights  without 
cause  or  duo  process  of  law. 

In  these  brief  remarks  I have  tried  to  underscore  the  fact  which  I 
believe  must  bo  obvious  to  all  that  the  security  of  our  country  is  de- 
pendent upon  our  common  defense  arrangements  with  our  allies  and 
that  their  strength  and  their  ability  to  provide  military  forces,  bases, 
strategic  resources,  and  productive  capacities  essential  to  the  defense 
of  the  free  world  rests  heavily  upon  the  resources  and  skilled  man- 
power which  we  provide  under  our  mutual  security  program. 

I have  also  tried  to  emphasize  that  in  this  great  era  of  economic 
change  it  is  imperative  to  our  own  national  well-being,  as  well  as  to 
our  conscientious  concern  for  the  welfare  of  our  fellow  human  beings, 
that  we  take  imaginative,  vigorous,  and  resolute  action  to  help  our 
friends  nmong  the  nations  in  their  determined  efforts  to  make  eco- 
nomic progress. 

Tliis,  too,  can  he  done  only  through  tho  adequate  provision  of  funds 
and  technical  assistance  under  our  mutual  security  program. 

Perhaps  most  important  of  nil,  however,  is  the  imperative  need  that 
the  United  States  meet  Ihe  challenge  of  this  turbulent  era  with  deter- 
mination and  perseverance. 

The  funds  now  authorized  by  Congress  are,  I feel,  the  verv  least 
that  wo  should  reasonably  commit  to  this  great  enterprise.  1 urge 
upon  you  that  they  be  made  available. 

Thank  you,  Mr.  Chairman. 

Chairman  Hayden.  Senator  Ellender  has  asked  some  questions. 
Are  there  any  other  Senators  on  the  committee  who  would  like  to 
ask  questions? 

Senator  Bobinson.  I would  like  to  make  a comment  and  not  ask 
a question. 

While  T may  not  agree  100  percent  with  Secretary  Dillon  on  tho 
subject  of  economic  aid,  I do  appreciate  his  ability  and  I am  very 
happy  that  he  is  in  the  second  ranking  position  in  our  State  Depart- 
ment in  this  critical  period. 

Chairman  Hayden.  Mr.  Saltonsall. 

DEVELOPMENT  LOAN  YUND 

Senator  Saltonstall.  Mr.  Dillon,  may  I ask  you  what  1 might 
call  technical  questions? 

In  this  Development  Loan  Fund  you  are  asking  a rcclama  of  $060 
million,  which  would  bo  approximately  $50  million  over  and  above 
the  authorization  in  this  bill. 

Now,  do  I understand  that  that  is  to  be  applied  to  tho  second  year 
of  the  authorization  ? 

Mr.  Diu/in.  We  are  asking  for  an  increase  over  the  House  figure  of 
$150  million  for  use  in  the  fiscal  year  1000,  which  would  provide  the 
full  amount  authorized. 

We  are  asking  for  an  additional  $500  million  against  the  authoriza- 
tion of  $1.1  billion  which  was  voted  for  use  only  in  fiscal  year  1901. 

So  that  is  $500  million  we  nro  asking  lie  appropriated  now,  but  with 
the  proviso  it  could  not  be  used  until  fiscal  year  1961  and  this  is  in 
order  to  provide  that  measure  of  continuity  which  we  feel  is  desirable 
and  which  the  Congress  voted  in  making  that  2-year  provision. 
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Senator  Saltonstall.  The  authorization  bill  read  2 years,  did  it 
not? 

Mr.  Dillon,  That  is  correct. 

Senator  Saltonstall.  How  much  money  is  involved  in  the  2 years  ? 


AUTHORIZATION  act  LIMITATION 


Mr.  Dillon.  The  authorization  bill  authorized  the  total  of  $1.8 
billion  for  2 years  and  said  that  only  $700  million  of  tliat  can  be  uti- 
lized in  the  fiscal  year  1000. 

We  are  asking  for  the  full  amount  of  $700  million  for  fiscal  year 

1000. 

They  authorized  $1,100  million  for  the  fiscal  year  1901{  and  we  are 
requesting  at  this  time  only  $500  million  of  that  to  provide  this  con- 
tinuity which  wo  feel  is  necessary. 

It  is  our  intention  later  this  fall,  when  we  have  more  knowledge  re- 
garding thct  other  international  financing  institutions  such  as  the  de- 
velopments in  regard  to  this  International  Development  Association, 
to  decide  how  much  additional  we  will  have  to  request  for  fiscal  year 
1961. 

Senator  Sai.tonstall.  So  what  we  are  doing  in  fiscal  1960  is  to  ap- 
propriate for  2 years '( 

Mr.  Dillon.  That  is  correct,  except  that  the  $500  million  we  are 
asking  for  fiscal  year  1961  now  does  not  indicate  that  is  all  we  will  re- 
quire for  that  year. 

Senator  Sai.tonstall.  In  tho  instance  here  where  the  House  has 
appropriated  the  full  amount  of  the  authorization  act,  you  ask  us  to 
take  away  money.  You  ask  us  to  take  away  money  from  tho  Organiza- 
tion of  American  States,  from  tho  ICEM,  the  escape©  program,  and 
the  ocean  freight  chargos,  U.S.  voluntary  relief  agencies. 


UNOBLIGATED  BALANCES 

Mr.  Dillon.  Tho  reason  for  that,  Senator,  is  that  the  House  in  pass- 
ing their  authorization  bill  also  authorized  the  continuation  or  un- 
expended balances. 

In  these  particular  cases  unoxpended  balances  and  tho  full  amount 
of  tho  funds  provided  under  now  appropriations  amount  to  more 
than  we  asked  for. 

So  tho  amounts  wo  are  asking  to  be  taken  away  in  these  specific 
instances  represent  the  excess  of  the  unexpended  balances  that  were 
also  inndo  available.  We  do  not  need  them.  It  is  more  than  we 
expected. 

Senator  Sai.tonstall.  That  raises  one  other  question  that  I would 
like  to  ask:  You  have,  of  course,  unexpended  Valances  in  all  these 
other  accounts,  have  you  not  ? 

Mr.  Din, on.  Not  in  all  of  them;  no,  sir.  Wo  have  a small  unex- 
pended balance  in  the  technical  cooperation  program  which  is  takon 
account  of  there  because  we  are  asking  for  oidy  $25.6  million  in- 
stead of  $29.5  million. 

I am  talking  about  unobligated  balances.  I used  tho  wrong  words 
in  saying  unexpended.  I meant  unobligated. 

Senator  Saltonstall.  Unobligated  as  opposed  to  obligated  ? 

Mr.  Dillon.  That  is  right. 
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Senator  Saltonbtall.  The  obligated,  of  course,  are  unexpended, 
but  you  have  to  expend  them  ? 

Mr.  Dillon.  Yes. 

Senator  Saltonbtall.  The  unobligated  could  be  withhold  or  with- 
drawn? 

Mr.  Dillon.  That  is  correct 

I want  to  correct  the  earlier  statements  I made.  I was  referring 
in  all  cases  to  unobligated  funds. 

TOTAL  UNOBLIGATED  FUNDS 

Senator  Saltonbtall.  Do  you  know  how  much  of  the  whole  pro- 
gram are  the  overall  unobligated  funds  now? 

Mr.  Dillon.  $70  million  and  $34  million  of  that  is  continued  avail- 
able without  further  appropriation.  It  is  by  law.  So  that  there  is 
actually  a total  of  $36  million  that  was  reappropriated  here  by  the 
House. 

Senator  Saltonbtall.  Only  $34  million  that  is  unobligated? 

Mr.  Dillon.  A total  of  $70  million,  but  $34  million  of  that  was 
continued  automatically  by  law  and  there  was  $30  million  we  would 
have  lost,  that  the  House  has  reappropriated. 

Sonator  Saltonbtall.  So  that  you  have  $34  million  of  unobligated 
funds.  How  much  of  obligated  funds  unspent  do  you  have? 

Mr.  Dillon.  $4,800  million. 

Sonator  Saltonbtall,  So  that  with  this  new  program  of  approxi- 
mately $3  billion,  you  wilt  have  approximately  $7  billion  of  obligated 
and  new  funds  to  spend  in  the  current  year  or  to  work  out  in  the 
current  year? 

Mr.  Dillon.  With  the  $4.8  billion  unexpended  and  $3.9  billion, 
which  was  authorized,  which  we  are  requesting,  it  would  make  a total 
of  about  $8.3  billion. 

HOUSE  neAHINUS 

Senator  Saltonbtall.  Perhaps  Mr.  Murphy  can  tell  mo:  Is  that  all 
set  out  in  the  House  hearings? 

Mr.  Murphy.  Yes,  sir;  it  is.  We  have  tables. 

Senator  Saltonstai.l,  Could  yon  refer  at  this  point  in  Mr.  Dillon’s 
testimony  at  what  pages  in  the  blouse  hearings  tnnt  is  set  out  so  that 
we  will  not  have  to  put  it  in  again  in  these  hearings? 

Mr.  Muai'ii y.  Yes,  sir;  I can. 

Senator  Saltonstall.  That  would  lie  fine. 

(Soep.  179  for  statement  on  unoxponded  funds.) 

(The  table  referred  to  appears  on  pp.  1050-1051  of  the  hearings  of 
the  House  Appropriations  Committee  on  the  mutual  security  hill  for 
fiscal  year  I960.) 

ATOMS  FOK  PEACE  PKOOKAH 

Mr.  Dillon.  Senator,  there  nro  also  ft  mitnW  of  other  places  hem 
where  you  will  set'  the  figure- of  restoration  requested  and  the  amount 
asked  by  the  House  does  not  total  the  full  amount  of  the  authorizing 
bill  and  in  each  ease  that  is  because  we  have  taken  account  of  unex- 
pended balances,  with  one  exception 
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Senator  Saltonstall.  You  UBed  the  word  unexpended  again. 

Mr.  Dillon.  Unobligated,  excuse  me,  air. 

With  one  exception.  In  the  atoma  for  peace  program  we  have  re- 
duced our  request  to  a total  of,  counting  unobligated  funds  that  were 
carried  forwardt  to  a total  of  $4.8  million  against  on  original  re- 
quest of  $0.5  million. 

Senator  S alton stall.  My  listing  shows  to  me  that  you  have  asked 
for  less  than  the  authorization  in  two  accounts  and  you  have  asked 
us  to  take  away  in  four  accounts  and  in  all  the  others  to  restore  for  the 
full  amount,  and  in  the  development  loan  fund  to  restore  more  than 
the  full  amount  of  this  year's  authorization. 

Mr.  Dillon.  The  development  loan  fund  is  not  more  than  this  year’s 
authorization.  We  only  asked  to  restore  150  for  this  year  and  we 
asked  for  the  500  against  authorization  that  was  voted  for  next  year. 
SenutorS  a ltonstall.  For  next  year? 

Mr.  Dillon.  Yes, 

Senator  Saltonstall.  Might  I ask  one  more  question,  Mr.  Chair- 
man ? 

Chairman  Hayden,  Certainly. 

LANGUAGE  AMENDMENTS 

Senator  Saltonstall.  These  three  sections  that  you  ask  us  to  strike 
out  you  oonsider  very,  very  fundamental  ? 

In  other  words?  if  those  sections  were  left  in,  would  the  administra- 
tion of  the  act  be  impossible  8 

Mr.  Dillon.  The  first  one  regarding  information  is  felt  by  the 
President  to  be  a fundamental  constitutional  question  which  is  above 
and  beyond  just  the  question  of  the  State  Department  or  administra- 
tion and  the  other  two  certainly  make  the  administration  of  thiB 
act  very,  very  difficult,  if  not  impossible. 

Certainly  this  benefit-cost  ratio  would  be  an  impossible  thing  to 
administer.  It  has  been  considered  in  the  past  by  those  doing  the 
authorizing  process  rather  carefully  and  evory  time  it  has  been  re- 
jected. 

They  have  put  in  substitute  language  which  is  workable  which  we 
think  accomplishes  the  objectives  of  the  people  who  want  to  be  sure 
that  this  money  is  spent  well. 

Sonator  Saltonstall.  Are  you  satisfied  with  the  substitute  language 
we  had  last  year? 

Mr.  Dillon.  Yes, 

Chairman  Hayden.  A re  there  any  further  questions? 

Sonator  Dworshak.  I w ould  like  to  ask  a few,  but  I defer  to  others. 
Sonator  Ellender.  Go  ahead,  Sonator. 

Senator  Dworshak.  Are  you  going  to  rotate,  Mr.  Chairman?  I 
am  sure  other  Senators  have  questions,  too. 

AH  right,  I will  be  glad  to  take  a few  minutes  at  this  time. 

SITUATION  IN  VIETNAM 

Mr.  Dillon*  you  know  thot  in  these  hearings  in  the  post  few  years, 
and  probably  prior  to  your  assumption  of  these  duties,  there  has  been 
considerable  criticism  on  Capitol  Hill,  in  Congress,  because  of  mal- 
administration, blunders;  sometimes  probably  the  criticism  is  not 
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fully  justified  as  is  contended  now  by  your  agency  in  regard  to  the 
situation  in  Vietnam. 

However,  notwithstanding  the  reports  which  liavo  been  made  fre- 
quently by  the  commissions  named  by  the  President  to  check  up  and 
investigate  the  efficacy  of  this  particular  program,  I am  sure  that  very 
little,  it  anything,  has  been  done  to  improve  administration,  to  dimin- 
ish these  blunders,  and  to  make  the  entire  program  more  effective. 

Now,  in  a few  words,  can  you  tell  us  wlmt,  if  anything,  has  been 
done,  so  far  as  you  know,  to  improve  this  program  and  to  minimize 
this  constantly  rising  tide  of  criticism  from  Congress  and  the  entire 
Nation  ? 

Mr.  Dillon.  In  the  last  2 years,  I think  very  considerable  strides 
have  been  made.  I think  most  of  the  criticisms  that  you  hear  reflect 
earlier  happenings. 

DETAILED  AUDIT  AND  CONTUOL  FUNCTION 

During  the  last  couple  of  years  the  Office  of  Comptroller,  in  ICA, 
headed  by  Mr.  Murphy,  has  been  expanded  and  is  now  conducting, 
and  has  been,  I would  say,  for  the  past  year,  a very  much  more  de- 
tailed audit  and  control  function  throughout  the  whole  ICA  operation 
in  the  field. 

This  has  resulted  in  very  many  changes  which  wo  think  are  helpful 
and  we  do  not  think  that  there  Is  now  anywhere  near  the  same  possi- 
bilities for  loose  administration  that  probably  existed  when  the  pro- 
gram began.  It  was  with  the  idea  of  even  further  strengthening  that 
that  Congress  recently  authorized  the  creation  of  the  post,  of  Inspector 
General  which  would  he  attached  to  the  Stato  Department,  m my 
office,  soparate  from  the  rest  of  ICA,  and  Mr,  Murphy  will  be  ap- 
pointed to  that  job  as  of  today,  and  I think  enn  do  an  even  hotter  joo. 
Chairman  Hayden.  Is  he  to  lie  a sort  of  Devil’s  advocate? 

Mr.  Dillon.  He  is  going  to  lie  an  Inspector  General:  that  is  right; 
sir.  He  will  go  nround  and  make  sure  that,  everything  is  done  right. 
If  it  is  not,  to  bring  the  matter  directly  to  my  attention  rather  than 
have  it  buried  in  the  ICA. 

Senator  Dwohkhak.  You  aro  going  to  have  only  one  Inspector 
General  ? 

OJII, MATING  PHOCEDUKB 

Mr.  Dillon.  He  will  have  quite  a few  assistants. 

The,  other  major  thing  which  T think  has  been  done  in  the  new  regu 
lations  which  have  gone  into  effect  so  that  during  the  courso  of  the 
past  year  no  money  is  obligated  for  any  project  until  the  plans  or 
specifications  have  been  fully  prepared,  have  been  checked  out,  and 
cost  estimates  received. 

In  the  early  days  of  the  ICA,  before  we  developed  this  much  ex- 
perience, when  they  went,  to  these  countries  they  made  what  has  turned 
out.  probably  to  be  a mistake,  in  administration,  in  agreeing  to  build  a 
road  or  a dam  or  something  of  (bat.  nature  at.  a place  they  thought  was 
useful  without  having  the  direct,  estimates  on  the  costs  and  adequate 
knowledge  of  what  was  involved. 

So,  in  many  casos  the  costs  far  outran  the  original  estimates. 

We  do  not.  think  that.  that,  will  be  the  case  from  here  on  out. 


MUTUAL  SECURITY  APPROPRIATIONS,  1000 


89 


Now,  on  the  other  side  of  the  program,  the  military  assistance  side, 
thore  have  been  very  dramatic  improvements  in  their  control  of  this 
program,  too.  Just  within  the  last  year  and  a half  they  have  put  in  a 
whole  new  audit  system  out  of  the  Department  of  Defense  Comptrol- 
ler’s office. 

I think  one  interesting  thing  is  that  in  very  many  cases,  in  the  re- 
ports of  the  Comptroller  General  during  this  year,  when  he  has  found 
things  which  ho  aid  not  feel  were  proper  they  had  been  first  found  and 
brought  to  attention  by  the  ICA  Controller  himself. 

So  it  was  not  as  if  tilings  were  being  found  that  we  were  not  aware 
of.  They  were  past  tilings  which  had  been  wrong,  and  which  wo  are 
now  correcting. 

Senator  Dwohsiiak.  You  do  think,  then,  that  some  progress  is  being 
made  in  adopting  greater  efficiency  and  eliminating  waste? 

Mr.  Dillon.  Very  considerable. 

Senator  Dwohsiiak.  In  the  face  of  that  development  you  probably 
will  not  require  as  large  appropriations  to  accomplish  the  same 
amount  of  work  ? 

Mr.  Dillon.  I would  say  that.  that  is  probably  correct,  Senator. 
The  amount  of  money  we  are  using  is  being  better  used  now.  We 
are  getting  more  for  our  dollar  than  we  din  before  and,  therefore, 
wo  are  asking,  I think,  with  the  exception  of  the  Development  Loan 
Fund,  which  is  a new  institution,  we  are  asking  for  les3  money  than 
we  did  have  in  the  past. 

COOPERATION  or  NATO  COUNTSlEfl 

Senator  Dwohsiiak.  Mr.  Dillon,  you  know  that  in  the  past  few 
years  that  I.  as  well  as  other  Members  of  Congress,  have  been  some- 
wlmfc  critical  of  tho  failure  of  our  allies  in  the  NATO  setup  to  co- 
operate as  fully  as  we  think  they  should,  especially  in  providing 
manpower  because  they  say  we  provide  the  dollars  and  they  provide 
the  manpower. 

With  the  exception  of  tho  United  States  and  Canada,  the  other 
members  of  NATO  have  about  three  times  tho  population  that  wo 
have,  so  they  have  a great  resource  capability  of  manpower. 

In  the  past  few  years,  as  we  have  received  reports  from  NATO 
commanders  about  the  failure  to  recruit  the  <50  divisions,  there  has 
always  been  a hush-hush  attitude;  it  is  classified.  I have  almost 
gotten  under  tho  tablo  at  times  at  hearings  for  fear  wo  might  divulge 
some  of  this  highly  classified  information. 

WASHINGTON  RVENINO  STAR  A1ITICI.K 

It  is  quite  iv  coincidence  that  last  night,  in  the  Washington  Star, 
dated  Tuesday,  August  *1,  lfW),  there  is  an  article  by  an  Associated 
Press  news  feature  writer  with  the  heading  “How  Strong  Is  NATO, 
Free  World  Defenses  in  Europe  Grow  Thin. 

It  is  a very  interesting  article.  I am  sure  you  have  rend  it. 

Mr.  Dii.lon.  I have  not  happened  to  sec  that  one. 

Senator  Dwohsiiak.  I will  quote  one  paragraph: 

On  June  0,  1W50,  General  Norstadt  snUl  that  tlio  Alties’  greatest  danger  might 
spring  from  weaknesses  which  would  Invite  Soviet  exploitation.  General  Nor* 
Btndt  told  a long  meeting  that  the  weakness  of  NATO  might  start  a Soviet 
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probing  operation  which  might  well  get  oat  of  baud.  General  NoraUdt  went  t» 
Wiahiagtoo  Uat  flprlng  to  report  on  NATO's  military  posture  to  the  U.S. 
Congrats.  He  said  that  21 V4  divisions  now  assigned  to  NATO  were  not.enougb ; 
that  be  needed  a minimum  of  80  divisions  equipped  with  atomic  weapons  and 
more  missiles.  Whether  NATO  really  possesses  21 H combat  effective  divisions  Is 
open  to  debate. 

Now,  X direct  your  attention  to  that  I want  to  emphasize  that 
while  we  have  been  warned  and  admonished  in  this  committee  never 
to  divulge  how  many  active  divisions  have  been  recruited  by  NATO 
countries,  here  we  have  an  Associated  Press  article  circulated  through- 
out the  country,  throughout  the  world,  available  to  our  enemy  nations, 
potential  enemy  nations,  and  there  we  have  a full  report  on  the  in* 
adequacy  of  NATO  military  organizations. 

Now,  what  do  you  have  to  say  about  that?  Are  you  satisfied 
with  the  kind  of  cooperation  and  support  we  have  been  receiving 
from  these  nations,  that  notwithstanding  the  original  objective  of  60 
divisions  we  lmve  21  V>>  divisions,  5 of  those  constitute  American  forces, 
7 poorly  recruited  German  forces,  and  only  9 poorly  recruited  ana 
poorly  equipped  divisions  contributed  by  all  of  our  other  allies. 

IimTATIOF  TO  AOORWWOlf 

Are  you  not  disturbed  by  disclosures  like  this?  You  have  known 
about  this  situation  as  the  members  of  the  committee  have,  but  what 
has  been  done  to  correct  it?  Or  are  we  facing  the  possibility,  as 
the  reporter  points  out,  that  we  may  be  actually  invitating  aggres- 
sion by  the  Soviets  because  of  the  weakness  of  NATO? 

Mr.  Dillon.  Senator,  I think  I can  answer  that.  In  the  first  place, 
I think  that  our  allies1  divisions,  I think  the  facts  will  bear  out  and 
you  will  get  that  testimony  from  militai7  witnesses,  that  they  are  fully 
equipped and  they  are  full  divisions. 

Certainly  the  British  forces  are  very  good  forces  and  so  are  the 
Benelux  forces.  I think  that  is  generally  true  of  th*  divisions  that 
are  actually  available. 

The  German  forces  are  in  the  process  of  rapid  growth  toward  their 

estimated  total,  or  their  expected  total  of divisions. 

There  is  every  indication  that  that  total  will  be  met.  They  are  on 
schedule  and  they  will  make  fine  fighting  divisions,  well  equipped 
divisions. 

The  Germans  have  good  eauipment.  The  only  problem  with  thorn 
now  is  that,  in  the  process  of  building  up  naturally  they  have  a lot  of 
people  who  are  not  ns  well  trained  as  they  will  be  in  another  year  or 
two  when  this  full division  total  is  met. 

DIVERSION  or  FRENCH  FORCED  TO  AFRICA 

The  one  great  weakness  we  have,  which  we  are  nil  aware  of,  is 
the  fact  that  a great  number  of  French  forces  have  been  diverted  to 
Algeria  because  of  the  war  going  on  there  and  the  fact,  that  they 
are  not  available  to  NATO  in  Europe,  in  central  Europe,  does  make 
the  forces  there  weaker  than  we  would  like  to  sec  them,  or  that  Gen- 
eral Norstadt  would  like  to  see  thorn. 

That  is  a special  situation  which  we  are  all  aware  of. 
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Senator  Dwobshak.  I do  not  think  I will  take  any  more  time, 
Mr.  Chairman.  I have  other  questions,  but  I will  wait  until  other 
witnesses  appear. 

Thank  you  very  much. 

Chairman  Hayden.  Mrs.  Smith. 

INFORMATION  PROVISION 

Senator  Smith.  Mr.  Secretary,  in  stating  your  objections  you  re- 
ferred to  what  I think  would  ue  along  the  lines  of  section  650  of 
the  Mutual  Security  Act,  page  10.  After  section  649  add  the  follow- 
ing new  section,  section  650.  Information  policy : 

Any  person  shall,  under  the  reports  section  634,  on  response  to  requests  from 
Members  of  the  Congress  or  Inquiries  from  the  public,  make  public  all  Informa- 
tion concerning  the  mutual  security  program  not  deemed  by  him  to  be  incom- 
patible with  the  security  of  the  United  Siatoe. 

Would  you  comment  on  that  us  to  whether  you  would  agree  that 
would  l>e  all  right  i 

Mr.  Dii.iiO.v.  Tlmt  would  lie  perfectly  all  right. 

Senator  Smith.  You  are  satisfied  with  tlmt  f 

STATEMENT  BT  TJ1K  PRESIDENT 

Mr.  Piixon.  Yes.  As  long  as  the  President  has  that  ability  to  say 
that.  The  President  made  n formal  statement  when  he  signed  the 
present  mutual  security  bill,  which  might  well  lie  put  in  the  record 
at  this  point,  which  gives  his  word  on  this  subject. 

Senator  Smith.  May  we  have  that  in  the  record,  Mr.  Chairman f 

Chairman  Hayden.  That  may  be  done. 

(The  statement  referred  to  follows:) 

(InuiedUU  rwleAM — James  C.  Hagerty,  Press  Secretary  to  the  President) 

The  White  House,  July  JPf  J959. 

Statement  by  thb  Pkemdbnt 

1 have  today  signed  II. R.  7600,  a bill  amending  the  Mutual  Security  Act  of 
11154.  Three  Amendments  made  by  the  bill  concern  dlacloeure  by  the  executive 
branch  of  information,  documents,  and  materials  relating  to  the  mutual  becurity 
program  or  certain  of  Its  aspect*. 

1 have  signed  thin  bill  on  the  express  premise  that  the  three  amendments  relat- 
ing to  disclosure  are  not  Intended  to  alter  and  cannot  alter  the  recognised 
constitutional  duty  and  power  of  the  executive  with  respect  to  the  disclosure  of 
Information,  documents,  and  other  materials.  Indeed,  any  other  construction  of 
these  Amendments  would  raise  grave  constitutional  qu<Mtions  under  Use  historic 
separation  of  powers  doctrine. 

In  Ibis  connection,  1 am  constrained  to  emphAsIze  once  again  that  it  is  estab- 
lished policy  of  the  executive  branch  to  provide  the  Congress  and  the  public 
with  the  fullest  isossible  Information  consistent  with  the  public  interest.  This 
policy  will  continue  to  guide  the  executive  brunch  In  carrying  out  the  mutual 
security  program  so  that  there  may  bo  a full  understanding  of  tbo  . rogram  aud 
Its  vital  Importance  to  the  national  security. 

COMMUNIST  NATIONS 

Senator  Eixendeh.  Now,  Mr.  Dillon,  will  you  kin  ily  namo  the  17 
nations  which  are  ruled  by  the  Communists  ? 

Mr.  Diixon.  We  will  start  with  the  Soviet  Union. 

Second  is  Communist  China. 
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Th ird  is  North  Korea . 

Fourth  is  North  Vietnam. 

Fifth,  wo  have  Poland. 

Sixth,  we  have  Czechoslovakia. 

Seventh,  we  have  Hungary. 

Eighth,  we  have  Bulgaria. 

Ninth,  we  have  Rumania, 

Tenth,  wo  have  Albania. 

Eleventh,  we  have  Estonia. 

Senator  Ellender.  Wait  a minute.  Isn’t  Estonia  part  of  Russia, 
now  ? At  one  time  it  was  an  independent  country. 

Mr.  Dillon.  It  was  taken  over  by  conquest  by  the  Soviet  Union. 

Senator  Ellender.  It  belonged  to  Russia  before  it  became  inde- 
pendent, I believe? 

Mr.  Dillon.  At  one  time  in  the  past}  that  is  right. 

Senator  Ellender.  Go  ahead.  You  count  Estonia?  I will  not 
arguo  with  you. 

Sir.  Dillon.  Estonia,  Lithuania,  Latvia,  13  and  14. 

We  have  partB  of  Germany. 

We  have  outer  Mongolia. 

Senator  Ellender.  That  is  part  of  China. 

Mr.  Dillon,  No  sir;  that  is  an  independent  country.  It  is  more 
taken  over  by  the  Russians  than  it  is  by  China. 

Senator  Ellender.  Well,  it  was  at  one  time  part  of  China  the  same 
as  Tibet  was. 

Mr.  Dillon,  The  next  ono  is  Tibet.  We  have  gotten  to  16  now. 
Lot  us  find  the  17th. 

Senator  Ellender.  I wma  wondering — that  is  why  I asked  the  ques- 
tion. Of  course,  when  you  ndd  Lithuania  and  Estonia  and  Latvia, 
you  do  inflate  the  total. 

Mr.  Dillon.  I was  just  informed  that  this  is  a repetition  of  a 
figu  re  that  was  a count  made  by  Secretary  Dulles.  They  took  the 
figure  from  that. 

(The  following  information  was  subsequently  furnished :) 

Tlie  l?th  is  Sakhalin  and  the  Kuril  Islands  taken  from  Japan  In  1945. 

STATUS  Or  V UO 08I.A VIA 

Senntor  Ellender.  Of  course.  Many  statements  made  hero  today 
and  many  that  have  been  mado  in  the  past  have  been  along  the  samo 
lines  each  year.  We  have  the  same  parade  of  the  same  nffimnJo  giving 
us  the  same  story  about  the  threat  of  communism,  notwithstanding 
all  of  the  aid  we  have  givon. 

Senator  Kvciiel.  Do  you  put  Yugoslavia  in  that  group  ? 

Mr.  Diuon.  No,  sir;  because  it  is  not  part  of  the  Communist  bloc 
now. 

Senator  Ellender,  Mr.  Dillon,  would  you  he  able  to  list  for  ns  the 
types  of  communism  prevailing  in  the  countries  mentioned  compared 
with  flint  which  prevails  in  Russia, 

In  other  words,  what  I have  in  mind  is,  would  you  say  that  the 
communism  that  prevails  in  Poland  is  of  the  same  stamp  as  that 
prevailing  in  Russia? 
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Mr.  Dillon.  Philosophically  and  by  ideology,  the  Polish  Commu- 
nist leaders  are  very  close,  if  not  identical,  with  the  Soviet  leaders. 

SITUATION  IN  POLAND 

However,  in  Poland  there  nro  some  marked  differences.  There  is  a 
greater  freedom  of  contact  with  the  West.  They  do  not  jam  our 
radios;  they  allow  in  newspapers;  tilings  of  that  nature. 

Senator  Ellender.  So  that  you  would  not  consider  Poland  in  the 
same  category  as  Russia  '( 

Mr.  Dillon.  No;  we  do  not. 

Senator  Ellen  mm.  Nor  would  you  consider  Hungary  in  the  same 
category  as  Russia  ? 

Air.  Dillon.  I think  Hungary,  the  way  they  are  operating  now,  is 
very  close  to  the  Russian  model. 

Senator  Ellkndkii.  You  are  familiar  with  the  fact  that  they  have 
never  been  able  to  coaimunize  the  farms  there,  I am  sure. 

Mr.  Dillon  They  have  had  an  unsuccessful  attempt  at  that. 
Senator  Ellender.  Eighty-eight  percent  of  the  farmland  is  still 
owned  by  the  peasants  and  they  have  not  been  able  to  communizc  them 
or  collectivize  them.  You  know  the  same  thing  holds  true  for  Czecho- 
slovakia. 

Mr.  Dillon.  They  had  quite  a war  in  Hungary  a year  or  so  ago 
about  that. 

Senator  Ellender.  Well,  I will  not  go  into  that. 

Rut  there  are  two  sides  to  that,  too,  you  know.  Can  you  name  any 
of  tho  countries  you  have  just  mentioned,  except  probably  China, 
which  has  tho  same  kind  of  communism  as  Russia! 

Mr.  Dillon.  I would  say  that  the  communism  in  China  may  be  in 
Borne  extents  worse,  more  extreme. 

COMMUNISM  IN  ISRAEL 

Senator  Ellkndkii.  How  about  the  communism  in  Israel  ? 

Mr.  Dillon.  In  Israel  ? 

Senator  Ellkndkii.  Yes. 

Air.  Dillon.  They  don’t  have  any  communism  there. 

Senator  Ellkndkii.  They  do  not  i 

Air.  Dillon.  They  have  some  socialism  there. 

Senator  Ellkndkii.  I believe  that  in  parts  of  Israel,  as  my  report 
shows,  you  have  in  tv  small  way  the  worst  kind  of  communism. 

Did  you  ever  rend  my  re] toil  on  Israel  ? 

Air.  Dillon.  Not  in  full,  Senator.  I will  be  glad  to. 

Senator  Ellender.  I wish  you  would. 

Mr.  Dillon.  I will. 

Senator  Ellender.  The  only  difference  is  that  in  Israel  they  have 
the  freedom  to  dispose  of  the  goods  produced  by  these  various  organi- 
zat  ions  on  tho  free  market.  However,  as  I remember,  there  is  a certain 
men  of  Israel  where  1C  percent  of  tho  people  and  of  the  land  owned  by 
them  comprises  u communism  equal  to  that  which  now  prevails  in 
China. 

They  have  communes.  As  I said,  tho  only  difference  is  they  sell 
their  goods  on  tho  free  market,  but  that  is  the  only  difference. 
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BUCBUIf  ASSISTANCE  TO  UNOE1DEVEJ.DFED  COUNTRItS 

Now,  Mr.  Dillon,  you  stated  a while  ago  that  you  do  not  object  or 
should  not  object  to  Russia  assisting  underdeveloped  countries.  You 
havo  no  such  objection  ? 

Mr.  Dillon.  No  ; I don’t. 

Senator  Ellkndeh.  Can  you  name  any  country  in  which  Russia 
has  given  assistance  which  is  completely  satisfied  with  the  operations 
of  the  Russians? 

Mr.  Dillon.  Complete  satisfaction? 

Senator  Ellknder.  Yes. 

Mr.  Dillon.  I can  give  a number  of  places  where  there  has  been  no 
dissatisfaction. 

AFGHANISTAN 

Senator  Ellknder.  Let  us  take  Afghanistan. 

Mr.  Dillon.  All  right. 

Senator  Ellkndkk.  Is  there  complete  satisfaction  there? 

Mr.  Dillon.  I don't  know  whether  they  are  completely  satisfied,  but 
their  tics  are  Incoming  closer  and  closer  with  the  Soviets  and  they 
have  reached  the  stage,  whether  they  nro  satisfied  with  it  or  not?  where 
they  are  becoming  very  heavily  dependent  on  the  Soviet  Union  for 
their  continued  existence. 

Senator  Ellkndkh,  Do  you  not  think  there  is  n good  reason  for 
that? 

Mr.  Dillon,  You  mean  geographical  propinquity  ? 

Senator  Ellkndkh.  Yes,  geographical  propinquity.  It  is  cheaper 
for  them  to  get  oil  from  the  Soviets. 

Mr.  Dillon.  That  is  one  tiling,  hut  the  Soviets  have  made  a recent 
agreement  with  them  whereby  they  accept  Afghanistan  money  up  to 
10  times  more  than  its  real  value  in  payment  for  transport  across 
the  Soviot  Union  so  that  the  whole  transportation  system  of  Afghanis- 
tan is  Incoming  directed  across  the  Soviet  Union  rather  than  through 
Pakistan. 

Senator  Ellendkil  What  is  wrong  with  that?  Do  we  not  sub- 
sidise many  of  our  friends?  Is  it  along  the  same  lines  of  our  aid  to 
Pakistan  and  other  countries  where  we  furnish  aid  to  gain  friends? 

Mr.  Dillon.  I do  not  think  we  are  trying  so  much  to  gnin  friend- 
ship. Wo  are  trying  to  help  these  countries  stay  free. 

Senator  Ellknder.  Do  you  get  the  desired  results? 

EvaopEAS  piiosPFBtrr 

As  Senator  Dworslmk  pointed  out  a moment  ago,  we  have  assisted 
Western  Europe  until  it  hurts  and  I havo  not  met  a single  visitor  who 
came  from  Europe  this  year  or  last  year  who  did  not  say  that  they 
have  never  seen  such  prosjwrity  as  now  exists  there.  Do  you  agree 
with  that? 

Mr.  Dillon.  Europe  is  very  prosperous. 

Senator  Ell»ndkr.  Why  aren’t  the  countries  of  Western  Europe 
helping  us  with  underdeveloped  countries  of  the  Near  East,  Africa, 
ana  southeast  Asia  I 
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As  you  know,  we  are  the  only  one.9  there  now. 

Mr.  Dillon.  I don’t  think  that  is  (juite  correct. 

Senator  Ellkndejl  Except  for  the  local  people,  of  course. 

Mr.  Dillon.  I very  much  agree  with  you  on  that  point,  Senator. 
It  has  been  one  of  our  cardinal  points  and  one  of  the  things  that 
we  take  considerable  satisfaction  in  has  teen  the  fact  that  during  the 
past  year  there  has  been  a very  substantial  increase  in  the  contribu- 
tion by  England,  ns  well  as  Germany  and  a number  of  other  countries. 

Senator  Ellender.  In  what  manner  ? 

Mr.  Dillon.  They  joined  in  this  program  for  stabilization  in 
Turkey. 

Senator  Ellender.  Which  primarily  benefits  them. 

I am  talking  about  grant  and  loan  aid. 

Mr.  Dillon.  These  uro  loans. 

COLOMBO  PUN  AB8IBTAKC* 

Also,  of  course,  the  British  and  the  Canadians,  the  Colombo  plan 
countries,  they  giro  grants  for  thoir  Colombo  plan  assistance. 

Senator  Ellknder.  In  a very  small  way.  To  what  extent  have  they 
increased? 

Mr.  Dillon.  The  Canadians  havo  increased  thoirs  this  past  year 
from  $30  million  to  $f>0  million. 

Senator  Ellender.  What  is  the  total  amount  spent  by  the  Colombo 
plan  countries  to  date? 

Mr.  Dillon.  I will  put  that  in  the  record. 

(The  information  referred  to  follows :) 

Statement  on  Colombo  Plan  Aio 

Total  contributions  In  millions  of  U.9.  dollars  to  tbe  Colo  mix)  plan  by  donor 
countries  other  than  the  United  States  through  June  80,  1858,  using  current 
exchange  rates  were  as  follows : 


Australia $01,2 

Camilla — — . — , — 105. 0 

New  Zealand — ... — - 23. 1 

Japan  (from  11)54) - — . 0.0 

United  Kingdom 33(1.3 

Judin  and  other  countries  (estimated) - — 2. 0 


Total — 018,5 


Tho  greater  purt  of  the  above  assistance  was  for  technical  cooj>erutlon  pur- 
poxes;  i.e.,  participants,  technicians,  and  dcmonntratlonal  type  equipment. 
Canada  has  made  available  almost  00  million  U.S.  dollars  In  grants  and 
loans  for  wheat  purchases,  which  they  do  not  classify  as  Colombo  piHn  aid. 

Tor  tho  period  ending  June  30,  1058,  tbe  U.S.  Government  aid  to  tbe  area 
through  our  regular  programs,  mutual  security  (Including  Development  Loan 
Fund  and  the  President's  Fund  for  Aslan  Economic  Development) , Agricultural 
Trade  Development  and  Asststauce  Act,  and  Export-Import  Dault  totaled  ap- 
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proxlmately  $4  billion.  This  breakdown  by  country  and  by  major  components 
In  millions  of  dollars : 


ICA 

mutual 

security 

program 

(excluding 

regional 

programs) 

Publlo 
Law  480, 
title  I 

Export- 

Import 

Bank 

Develop. 

ment 

Loan 

Fund 

Burma 

43.8 
14S.4 
12,0 
414.  S 

75.0 

165.0 

14.0 
394.  4 
188.2 

160.0 
1062.7 

40.7 

Cambodia 

Ceylon 

0.3 

410.4 

96.7 

l.fl 

75.0 

Inma,... 

1S1.9 

101.8 

Indonesia ...  

Nepal.... 

Pakistan 

H 

Mil 

5.5 

Philippines 

Thailand 

Vietnam 

Total 

2672,2 

774.2 

305.0 

82.1 

Most  of  the  U.S.  assistance  in  the  Colombo  plan  area  has  been  defense  sup- 
port (particularly  Vietnam),  Public  Law  480  title  I assistance.  Development 
Loan  Fund,  and  Export-Import  Bank  loans.  Tbe  sums  spent  under  technical 
cooperation  for  the  type  of  technical  assistance  provided  by  other  countries 
approximates  that  spent  by  such  donors  for  tbe  same  or  similar  purposes. 

Final  figures  for  1959  are  not  yet  available.  For  the  three  current  principal 
categories  mutual  security  program  (fiscal  year  1959  funds).  Public  Law  480 
title  I,  and  Development  Loan  Fund  preliminary  estimates  In  millions  of  dol- 
lars are : 


ICA 

mutual  se- 
curity aid 
(excluding 
regional 
programs) 

Title  I, 
Public 
Law  480 

Develop- 
ment Loan 
Fund 

Burma 

7.0 
24.0 
1.6 
7.4 
7.2 
25  4 
2.6 
100.8 
18-0 
24.0 
181.3 

Cambodia 

Cevion 

14.7 

240.0 

40.3 

1.7 

100.0 

0.0 

Indonesia 

Nepal 

Pakistan.. 

85.  B 

83.7 

23.8 

21.8 

Philippines. 

Thailand 

vpwHvm 

Vietnam 

Malaya 

20.0 

Total 

300.4 

381.5 

260.0 

As  of  June  30,  1959,  approximately  $75  had  been  obligated  under  the  Presi- 
dent’s fund  for  Asian  economic  development  (AEDF)  for  the  benefit  of  the 
Colombo  plan  area. 

CONTRIBUTIONS  TO  PLAN 

Senator  Ellender.  Do  you  know  how  much  we  contribute  ? 

Mr.  Dellon.  To  the  Colombo  plan  ? 

Senator  Ellender.  Yes. 

Mr.  Dillon.  Our  aid  we  have  classified  as  bilateral  aid  so  I do 
not  know  whether  it  is  directly  comparable,  but  it  is  not  funneled 
through  the  Colombo  plan.  We  can  give  you  the  total  amount  we 
have  spent  in  the  countries  of  the  Colombo  plan.  We  can  figure 
that  out. 
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I assume  it  is  a lot  more  than  the  British  and  the  United  Kingdom 
and  Australia  have  spent. 

Senator  Ellender.  In  the  light  of  the  prosperity  that  exists  in 
Western  Europe,  are  you  satisfied  with  the  contributions  the  coun- 
tries of  this  area  are  making  in  order  to  assist  us? 

Mr,  Dillon.  I do  not  think  we  are  fully  satisfied  as  yet,  Senator. 
We  are  going  to  continue  to  work  with  them  until  we  are. 

INTERNATIONAL  DEVELOPMENT  ASSOCIATION 

That  is  one  of  the  main  reasons  for  exploration  of  the  proposal  for 
an  international  development  association  because  it  would  be  a means 
whereby  the  Western  European  nations  and  the  other  more  indus- 
trialized nations,  such  as  Japan  and  Canada,  would  be  able  to  join 
with  us  in  a bigger  way. 

We  also  feel,  and  this  has  been  welcomed  by  both  the  Germans 
and  the  British,  that  there  should  be  closer  coordination  between  our 
foreign  aid  activities,  and  that  is  also  the  feeling  of  General  de  Gaulle 
of  France. 

Senator  Ellender.  This  is  only  recently  ? 

Mr.  Dillon.  This  is  relatively  recently. 

Senator  Ellender.  But  do  you  not  feel  that  they  should  have  come 
forward  voluntarily  with  assistance? 

Mr.  Dillon.  Well,  I think  they  came  forward  about  as  soon  as 
their  economies  got  in  good  shape  over  there.  That  is  a sort  of  diffi- 
cult argument  to  know  just  when  they  should  have,  whether  one  year 
or  another  year.  I don ’t  know  that  I can  answer  that. 

Senator  Ellender.  I have  been  talking  about  it  for  the  past  5 or 
6 years  and  no  progress  has  been  made. 

On  the  contrary,  we  have  gone  deeper  and  deeper  into  debt  while 
assisting  them.  > 

EXPENDITURES  IN  WESTERN  EUROPE  j 

For  instance,  in  this  bill,  as  I recall,  there  is  $1.1  billion  for  military 
assistance  to  the  prosperous  countries  of  Western  Europe. 

Do  you  not  think  that  the  Western  Europeans  are  m a position 
whereby  they  can  absorb  a good  deal  of  that?  Why  should  we  have 
to  spend  that  amount  of  money  ? 

Mr.  Dillon.  I think  you  probably  have  reference  to  the  amount 
of  funds  for  NATO.  That  was  a proposal  that  was  in  one  of  the 
versions,  the  Senate  version  of  the  authorizing  bill  which  was  re- 
moved in  conference  and  the  amount  which  will  be  spent  in  the  NATO 
area  is  far  less  than  that. 

Senator  Ellender.  I am  sorry.  It  is  about  $700  million  ? 

Mr.  Dillon.  It  is  more  than  that. 

Senator  Ellender.  Now,  with  the  prosperity  that  exists  there  and 
with  the  enormous  debt  that  is  on  our  shoulders,  do  you  not  think  that 
these  people  are  able  to  assist  us  in  carrying  this  burden  ? 

Mr.  Dillon.  Well,  the  countries  that  are  best  able,  the  United  King- 
dom, for  instance,  are  paying  their  own  way  militarily  and  they  are 
also  assisting  us  in  the  underdeveloped  areas. 

Senator  Ellender.  Mr.  Dillon,  you  are  spending  millions  of  dollars 
in  England  supporting  our  own  forces  there. 

Mr.  Dillon,  You  mean  the  pay  of  our  officers  and  our  men  ? 
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Senator  Ellender.  Yes. 

We  have  many  troops  there.  In  addition  we  have  constructed  many 
airfields  and  many  houses  which  by  the  way  contributed  greatly  to 
the  British  economy. 

Mr.  Dillon.  Yes. 

Senator  Ellender.  And  we  are  assisting,  as  I understand,  in  put- 
ting up  the  missile  bases  in  England. 

Mr.  Dillon.  As  I understand  that  arrangement,  the  British  are 
doing  the  construction  of  the  bases  and  we  are  providing  the  missiles. 

Senator  Ellender.  Do  you  not  think  that  they  ought  to  provide 
some  of  those,  too  ? That  is  the  most  costly  thing. 

Mr.  Dillon.  This  was  a specific  arrangement  to  get  these  IRBM’s 
rapidly  deployed.  The  British  were  not  able  to  afford  a purchase 
of  that  magnitude  in  dollars.  They  were  developing  one  of  their  own 
and  it  was  thought  this  was  the  most  rapid  way  to  get  ahead. 

8ITOATIOK  IN  ITALY 

Senator  Ellender,  We  have  the  same  situation  in  Italy.  Economic 
progress  is  being  made  there  at  a mighty  fast  rate.  Why  should  we 
not  get  Italy  to  make  contributions  toward  the  establishment  of  the 
missile  bases  which  are  being  provided  not  only  for  our  defense  but 
’so  for  the  defense  of  Italy  ana  Western  Europe. 

Mr.  Dillon.  They  will  make  some  contribution.  They  contribute 
the  land.  They  make  some  contribution  for  the  facilities  and  they 
will  handle  the  upkeep  of  the  bases  once  they  are  completed  in  Italy. 

Now,  the  Italians  are  also  ready  to  help  in  the  economic  assistance 
in  tho  Middle  East  for  the  first  time  in  a fairly  substantial  way, 
which  will  be  very  helpful. 

Senator  Ellender.  When  will  that  take  place? 

Mr.  Dillon.  I think  it  is  taking  place  to  some  extent  all  the  time, 
but  they  are  prepared  to  join  this  international  .development  associa- 
tion or  to  help  our  development  thing  or  any  specific  things  in  the 
Near  East.  They  have  so  informed  us. 

Senator  Ellender.  As  our  allies  assist,  do  you  propose  to  reduce 
our  assistance? 

Mr.  Dtllon.  This  would  be  taken  account  of  and  naturally  as  the 
needs  are  met,  ours  will  gradually  be  smaller. 

Senator  Ellender.  I notice  in  your  statement,  Mr.  Dillon,  that  you 
do  not  go  into  details  but  as  yon  stated  you  hope  to  have  the  details 
furnished  by  other  people  in  your  organization. 

Mr.  Dillon.  The  military  people  will  be  coming  up  here  to  justify 
the  military  assistance  budget  in  detail.  I will  be  coming  back,  myselr, 
for  the  Development  Doan  Fund  at  the  end.  The  people  from  the 
ICA  will  be  here  in  between  from  all  the  different  regions  and  coun- 
tries. I am  prepared  to  answer  any  questions  about  any  of  these 
things.  ' 

Senator  Ellender.  I understand  that,  but  I do  not  want  to  go  into 
details  now.  I expected  to  do  it  but  since  it  is  going  to  be  presented 
later,  I will  wait. 


MUTUAL  SECURITY  APPROPRIATIONS,  I960 


09 


PERSONAL  INSPECTIONS 


Do  you  make  any  personal  inspections  of  the  program  abroad,  Mr. 
Dillion? 

Mr.  Dillon.  Not  in  the  sense  of  detailed  inspections.  Last  year  I 
did  travel  to  quite  a few  of  the  countries  throughout  the  Middle  East, 
where  we  have  programs  and  spent  about  3 days  in  each  country  to  get 
as  much  of  a first-hand  look  as  I could  but  I do  not  consider  that  an 
inspection. 

Senator  Ellender.  On  the  Washington  level  the  State  Department 
as  well  as  the  ICA  is  entirely  dependent  on  figures  furnished  by  the 
people  administering  these  programs  abroad.  Am  I correct? 

Mr.  Dillon.  On  Uie  people  m the  field,  that  is  correct  except  for 
the  auditing  function  wnich  lodges  with  Mr.  Murphy  where  they  go 
out  and  make  reports. 

GENERATION  OF  PROGRAMS 

Senator  Ellender.  The  administrators  of  these  programs  abroad 
are  more  or  less  given  carte  blanche  to  generate  programs  in  those 
areas  which  in  their  minds,  will  be  most  beneficial  f 

Mr.  Dillon.  They  are  given  the  authority,  in  fact  they  are  asked  to 
recommend  programs  to  Washington  and  then  these  programs  here 
are  put  through  a very  careful  screening  procedure  which  is  another 
of  the  real  improvements  that  has  taken  place  in  the  last  few  years 
where  the  various  agencies  of  the  government,  the  Bureau  of  the 
Budget,  the  Department  of  Agriculture  with  their  Public  Law  480  as 
well  as  State,  Defense  and  ICA  people  sit  in  when  these  are  considered 
and  we  finally  come  to  an  overall  program  after  a couple  of  months  of 
that  sort  of  consideration  here. 

Senator  Ellender.  In  other  words,  the  people  on  the  Washington 
level  depend  almost  entirely  upon  the  information  coining  in  from 
people  in  the  field  ? 

Mr.  Dillon.  I think  that  is  correct ; yes. 

Senator  Ellender.  I mean  those  who  are  administering  the  pro- 
grams in  the  various  countries  ? 

Mr,  Dillon.  Yes,  I think  that  is  correct. 

Senator  Ellender.  Now,  how  can  a program  be  evaluated  if  the 
details  are  not  known  ? The  reason  I am  asking  that  question  is  this : 
As  you  well  remember  I wrote  you  under  date  of  July  24  requesting 
specific  information.  Unfortunately,  your  reply  came  only  last  night, 
and  I have  not  had  a chance  to  look  through  it.  However,  there  is  a 
pertinent  paragraph  in  your  letter  which  I would  like  to  call  to  your 
attention : 

There  are  two  points  on  which  the  booklet  Is  not  completely  responsive  to  your 
letter.  First,  the  cost  estimate  at  the  time  the  project  was  Initiated  Is  not 
given  and  second,  the  small  projects,  those  with  less  than  a million  In  1960,  with 
various  funds  or  with  less  than  $5  million  cumulative  to  that  date,  are  excluded. 


’ RETENTION  OF  FACTS  BY  ADMINISTRATORS  IN  THE  FIELD 

You  give  as  your  reason  that  all  those  facts  are  not  sent  to  Washing- 
ton but  they  are  retained  by  the  administrators  in  the  field.  How 
do  you  expect  to  evaluate  programs  in  Washington  if  you  do  not 
have  the  details? 
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Mr.  Dillon.  Senator,  I think  that  is  a valid  criticism  and  we  have 
already  decided  in  our  presentation  next  year  we  would  have  all  that 
information. 

Senator  Ellender.  Why  wait  until  next  year?  I have  been  bring- 
ing this  to  the  attention  of  the  administrators  of  this  program  right 
alone.  All  of  these  programs  are  worked  up,  by  the  people  who  are 
employed  in  the  field  and,  of  course,  it  is  only  human  nature  for  them 
to  avoid  any  criticism.  Am  I correct? 

Mr.  Dillon.  That  is  correct. 

Senator  Ellender.  You  would  not  expect  them  to  criticize  their 
own  work,  would  you  ? 

Mr.  Dillon.  That  is  why  we  have  this  Inspector  General. 

Senator  Ellender.  Yes,  hut  that  is  new.  When  will  you  start,  Mr. 
Murphy? 

Mr.  Murphy.  Tomorrow. 

Mr.  Dillon,  But  he  lias  been  directing  auditors  for  some  time  and 
he  has  been  very  effective  and  we  have  been  getting  this  information. 

Senator  Ellender.  I am  glad  that  a man  like  Mr.  Murphy  will  go 
out  there  and  I will  be  glad  to  spend  a few  hours  with  him  to  show 
him  some  few  soft  spots  I know  of. 

Mr.  Dillon.  I think  that  will  be  very  usef  ul. 

Senator  Saltonstall.  Will  the  Senatoryield  on  that  point? 

Senator  Eixender.  Surely. 

TTUB0TE  TO  MB.  MURPIIT 

Senator  Saltonstall.  I would  like  to  say  that  Mr.  Murphy  is  being 

from o ted  and  sworn  into  a new  job  today  because  of  his  efficient  work. 

am  sure  he  is  glad  to  hear  the  statement  that  the  Senator  from 
Louisiana  just  made  about  him. 

Senator  Ellender.  I want  to  say  to  Mr.  Murphy  that  he  knows  the 
program  on  the  Washington  level  from  A to  Z but  he  does  not  know 
mucli  about  it  abroad.  I do  hope  he  will  spend  a few  months  study- 
ing it  so  that  he  will  be  familiar  with  it.  I believe  he  will  come  to 
many  of  the  same  conclusions  I have  reached  as  a result  of  my  in- 
spections. 

I know  he  will  if  he  looks  at  it  objectively  and  keeps  in  mind  that 
all  of  this  aid  is  from  borrowed  dollars — don’t  forget  that. 

FUNDS  FOB  NEW  POSITIONS 

Mr.  Dillon,  in  your  proposed  expense  for  administration,  you  com- 
mented on  page  7 of  your  st  atement  that — 

only  $1  million  of  the  proposed  $2,7  million  Increase  for  ICA  Is  for  new  posi- 
tions and  related  expenses.  These  are  primarily  for  staffing  the  recently 
opened  missions  in  .Africa  and  secondarily  for  the  strengthening  of  missions 
in  Latin  America. 

Now,  last  year  I visited  Latin  America  and  made  a report,  ns  you 
know,  I think  my  report  makes  it  very  clear  that  your  ICA  missions 
there  are  overstaffed.  I have  so  said  it  and  I am  sure  Mr.  Murphy 
will  find  that  when  he  visits  that  area. 

How  much  of  this  money  do  you  expect  to  use  in  South  and  Central 
America? 
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Mr.  DrLLON,  I think  there  is  a possibility  of  some  misunderstanding 
about  what  was  meant  there. 

Senator  Ellender.  You  said  “strengthening  of  missions.”  What 
do  you  mean  by  that? 

Mr.  Dillon.  We  meant  by  putting  in  some  control  personnel  and 
also  some  better  program  officers  and  at  the  same  time  in  a number  of 
these  countries  some  of  the  technical  assistance  programs  will  probably 
be  reduced.  So  there  may  be  fewer  people  there  overall.  But  this  is 
for  funds  on  the  administrative  side  which  is  primarily  for  control 
personnel  so  that  we  can  keep  these  plans  and  programs  under  better 
control. 

PANAMA  CASE 

Senator  Ellender.  My  criticism  \ a i lodged  against  that  very  thing, 
too  many  administrative  sections  o ”,  there.  For  instance,  I cited 
Panama  as  one  example  where  I think  a Mr.  Will  was  the  adminis- 
trator. An  assistant  was  sent  to  him  and  lie  said  he  did  not  need 
him.  One  of  your  people  came  around  and  insisted  that  the  assistant 
remain  there. 

Have  you  looked  into  that  case  ? 

Mr.  Dillon.  I do  not  know  about  Panama  but  they  tell  me  that 
the  number  of  American  personnel  they  are  talking  about  in  Latin 
America  for  these  controls  is  really  very  small.  The  figure  I am 
given  is  only  some  nine  people. 

Senator  Ellender.  I do  not  care  if  it  is  only  one.  You  have  an 
overage  there  as  it  is.  In  my  report  I stated  that, 

Mr.  Wills  told  me  that  approximately  C months  prior  to  my  visit  to  Panama  Mr. 
Rollin  Atwood,  recently  director  of  the  ICA  made  an  Inspection  call  at  this 
station.  At  that  time  Mr.  Wills  said  lie  recommended  that  the  position  of  deputy 
director  be  abolished.  Mr.  Wills  told  me  that  Mr.  Atwood  insisted  that  the 
deputy  director  be  retained  and  he  was  retained. 

I got  similar  information  from  many  ambassadors  along  the  same 
line,  namely,  that  you  were  overstaffed  in  the  administrative  section 
of  file  program. 

In  Venezuela,  as  I have  pointed  out  in  my  report,  you  are  still 
spending  technical  aid  funds,  which  should  be  used  for  technical 
assistance,  for  pumps  and  water  wells. 

It  strikes  me,  as  a I pointed  out,  that  technical  assistance  should 
not  lie  used  for  capital  improvements. 

FUNDS  FOB  MATERIALS  AND  SUPPLIES 

Mr,  Dillon.  I understand  that  less  than  20  percent  of  the  technical 
assistance  funds  go  for  materials  and  supplies  overall. 

Senator  Ellender.  It  should  not  be  that  much.  I hope  that  you 
will  look  at  my  report  and  I hope  Mr.  Riddleberger,  who  is  coming 
hero  tomorrow,  will  be  prepared  to  answer  my  report.  I got  his 
statement  that  the  average  was  Jess  than  20  percent  and  that  could 
be.  But  take  Guatemala,  as  I pointed  out  in  my  report,  we  have 
contributed  all  of  the  cash  necessary  to  build  whole  units  of  housing 
and  all  of  that  is  being  done  with  technical  assistance  funds.  Do  you 
think  that  is  ri ght? 

Mr.  Dillon.  I would  like  to  know  what  it  is  about. 

BEST  AVAILABLE  COPY 
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Senator  Ellender,  As  I remember,  over  200  houses  were  built  in 
Guatemala,  and  we  furnished  all  of  the  money  to  buy  the  cement, 
to  buy  the  brick,  to  buy  the  lumber,  everything,  under  the  guise  of 
technical  assistance. 

Now,  if  I am  stating  the  fact  correctly,  do  you  think  that  is  right! 
Mr.  Dillon.  Mr.  Murphy  informs  mo  he  thinks  that  was  special 
assistance  funds. 

Senator  Ellender.  No.  It  came  out  of  the  technical  assistance 
program.  Now,  some  of  its  was  usod,  Mr.  Murphy,  but  (he  ones  I 
am  talking  about  were  used,  I was  told,  out  of  technical  assistance 
funds,  that  is,  money  which  should  have  gone  to  pay  technicians. 

I do  not  want  to  go  into  too  much  detail,  with  you  Mr.  Billon,  be- 
cause I expect  to  ask  Mr.  Eiddleberger  tomorrow. 

(The  following  was  later  submitted :) 

A recheck  by  ICA  verified  that  special  assistance  funds  rather  than  technical 
cooperation  funds  financed  building  materials  for  the  aided  self-help  housing 
project. 

Mr.  Dillon.  Mr.  Atwood  will  bo  here  tomorrow. 

Senator  Ellender.  I have  complained  since  1952,  since  my  first 
visit  to  South  and  Central  America,  on  the  contributions  made  to 
these  services  throughout  South  and  Central  America,  toward  capi- 
tal investments.  I can  well  understand  that  some  moneys  should  be 
used  for  demonstration  purposes.  I agree  with  that.  But  to  show 
how  a home  ought  to  be  built  you  ought  to  be  able  to  demonstrate 
on  one  but  not  use  200  for  demonstration  purposes. 

HEALTH  CENTERS  IN  PERU 

Just,  as  I pointed  out  in  some  of  your  health  centers  in  Peru  in 
1952,  it  was  all  right  to  spend  for  one  to  show  how  they  worked,  but 
to  spend  for  26,  as  I remember  the  figure,  was  wrong.  That  same 
pattern  is  being  followed  in  other  areas  today  notwithstanding  my 
criticism. 

Mr.  Dillon.  I would  certainly  agree  with  you  that  the  technical 
assistance  program  is  not  supposed  to  do  capital  developments. 

SECTION  112  PROVISIONS 

Senator  Ellender.  Senator  Bridges  asked  you  about  section  112. 

I concede  that  the  section  is  rather  broad.  But  could  it  not  be  limited 
to  some  of  the  workers  in  the  higher  echelons  ? 

Mr.  Dillon.  This  was  adopted  right  at  the  end  without  much  con- 
sideration. I think  you  are  probably  right. 

Senator  Ellender.  What  objection  would  you  have  if  we  were  to 
apply  the  same  language  here  as  we  apply  to  people  working  for 
Internal  Revenue? 

Mr.  Dillon.  Certainly,  it  would  administratively  be  much  easier 
to  handle  and  it  would  resolve  in  numbers  of  people  a great  many  of 
the  problems.  I still  can  see  that  if  there  was  a question  of  wrong- 
doing, where  there  was  no  wrong-doing  it  might  be  perfectly  all  right 
for  someone  who  had  worked  for  the  ICA  to  go  back  and  work  tor 
a university  as  a professor  which  under  this  law,  he  could  not  do 
because,  you  see,  the  ICA  pays  the  Universities  for  technical  assistance. 
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Senator  Ellender.  I know,  but  you  contract  with  the  university  and 
you  use  their  own  professors  so  they  could  go  back. 

Mr.  Dillon.  They  could  not  under  this  section. 

Senator  Ellender.  Certainly  they  could. 

Mr.  Dillon.  A fellow  who  iiad  been  contracted  could,  but  if  a fel- 
low had  taken  regular  employment  with  the  ICA  he  could  not  then  go 
back  and  work  for  one  of  the  universities  that  was  under  contract. 

Senator  Ellender.  That  is  a farfetched  case. 

Mr.  Dillon.  All  I am  asking  is  that  the  committee  look  at  this 
carefully. 

Cbitebia  IPO B pbojeot  funds 

Senator  Ellender.  I agree  with  you  that  it  is  too  broad.  There  is 
no  doubt  about  that.  Now,  about  this  criteria,  why  should  we  not 
impose  some  kind  of  criteria  on  the  projects  financed  out  of  foreign 
aid  funds? 

It  strikes  mo  that  the  development  loan  fund  should  use  its  funds 
to  expand  the  basic  industries  of  the  underdeveloped  countries. 

I have  found  this : Capital  will  not  go  to  Thailand,  it  will  not  go  to 
Burma  or  to  many  other  countries  in  Asia  because  of  the  inaccessibility 
of  the  place.  It  strikes  me  that  these  funds  should  be  used  to  develop 
the  country  to  the  point  where  capital  investment  would  be  willing 
to  come. 

COTTON  TEXTILE  MILL  IN  ETHIOPIA 

For  instance,  in  Ethiopia,  the  DDF  has  recently  made  a loan  of 
$500,000  for  a cotton  textile  mill.  It  strikes  me  that  it  would  be 
better  to  make  loans  which  would  help  the  basic  industries  in  Ethiopia. 

Do  you  not  agree  ? 

Mr.  Dillon.  I do  agree  that  the  fundamental  important  type  of 
work  in  what  the  main  amount  of  dollars  and  cents  should  go  into  are 
the  basic  needs  such  as  transportation,  power  and  so  forth. 

PBO  MOTION  OF  PBIVATE  INVESTMENT 

One  of  the  specific  things,  however,  that  Congress  has  asked  and  it  is 
in  the  law,  is  that  we  do  what  we  can  to  promote  private  investment, 
a feeling  for  it,  and  that  is  where  we  feel  these  loans  of  these  develop- 
ment banks  in  general,  are  good  things. 

Senator  Ellender.  That  may  be  so  Mr.  Dillon  but  financing  a textile 
mill  with  DLF  funds  will  not  promote  private  investment.  On  the 
contrary  it  will  displace  or  supplant  private  investment.  If  you  look 
at  all  the  loan  applications — I cannot  make  them  public — you  will 
note  that  many  of  them  are  to  be  used  for  the  more  advanced  types 
of  industries  instead  of  for  the  purposes  indicated  when  the  law 
establishing  the  DLF  was  enacted  by  Congress. 

Now,  as  I stated  a while  ago?  why  should  not  certain  guidelines  be 
established  and  also  certain  criteria  used  so  that  the  people  here  on 
the  Washington  level  can  properly  evaluate  these  loans? 

Mr.  Dillon.  The  Development  Loan  Fund  does  provide  certain 

Smeral  criteria.  We  have  no  objection  to  criteria  that  will  work. 

ur  only  objection  to  this  particular  amendment  is  that  the  criteria 
that  are  specified  there  are  not  practicable  for  all  development  projects 
in  underdeveloped  areas. 
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I am  sure  from  your  experience  traveling  in  these  countries  you 
recognize  the  problem  that  wo  have. 

ESTIMATING  PROCEDURE 

Senator  Ellender.  Yes,  but  the  practice,  Mr.  Dillon,  that  has  been 
in  the  past  was  simply  to  make  a rough  estimate.  An  engineer  would 
merely  fly  over  a project. 

Mr.  Dillon.  That  is  no  more  since  the  law  was  changed  a year 
ago. 

Senator  Ellender,  X found  many  instances  of  that  and  I criticized 
it  right  along.  Why  shouldn’t  legitimate  estimates  be  made  by  people 
who  know  something  about  the  project?  Would  there  be  anything 
wrong  in  providing  that  ? 

Mr.  Dillon.  That  is  already  being  provided  in  the  law  in  section 
51V. 

Senator  Ellender.  I do  not  think  it  is  as  broad  as  the  criteria 
provided  for  by  the  House.  But  since  it  is  required  for  projects 
constructed  in  the  United  States,  I do  not  see  why  it  should  not  be 
done  for  projects,  particularly  flood  control  projects  and  rivers  and 
harbors  projects  that  we  help  to  build  abroad. 

AVAILABILITY  OF  FAOT0 

Mr.  Dillon.  As  I pointed  out,  to  comply  with  the  identical  criteria 
used  in  the  United  States  you  have  to  have  statistics  and  figures  avail- 
able which  simply  are  not  available  in  all  these.  It  is  not  the  cost 
of  the  project. 

Senator  Ellender.  They  could  be  made  available  if  only  the  time 
were  taken.  The  trouble  is  we  rush  in  and  give  money  for  a pro- 
gram before  it  has  been  studied  sufficiently. 

Mr.  Dillon.  What  is  difficult  is  to  make  certain  what,  the  benefits 
from  the  program  will  bo  in  the  way  we  have  this  cost-benefit  ratio 
in  the  United  States.  It  is  much  easier  here.  That  is  the  problem. 

Senator  Ellender.  I realize  that.  The  point  I am  trying  to  make 
is  that  you  may  have  to  change  your  yardstick  to  some  extent  but  it 
strikes  me  that  some  method  ought  to  be  used  in  order  to  be  certain 
that  any  money  spent  will  provide  a return  at  least  equal  to  the  cost 
of  the  project.  Do  you  not  agree  with  that  ? 

GENERAL  DIRECTIVE 

Mr.  Dillon.  I think  that  is  what  we  try  to  do  to  the  best  of  our 
ability  right  now.  But  any  general  directive  or  sense  of  the  Con- 
gress along  that  line  would  be  welcomed.  We  would  have  no  problem 
with  that,  out  it  is  a question  of  putting  detailed  structures  here  which 
are  very  difficult  to  work. 

Senator  Ellender.  I do  not  think  the  Congress  would  want  to  go 
that  far  but  something  should  be  done  along  that  line. 

Mr.  Dillon.  We  agree  with  that  in  order  to  see  to  it  that  the  bene- 
fits are  at  least  equal  to  the  expenditures  or  even  more  ns  we  do  here. 

Senator  Stennis.  Does  the  Chair  understand,  Mr.  Dillon,  that  you 
would  not  object  to  the  criteria  that  the  Senator  suggests  there  ? 

Mr.  Dillon.  The  criteria  that  there  be  an  adequate  study  ? 
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Our  difficulty.  Mr.  Chairman,  is  that  we  have  too  tight  a yardstick 
in  the  law,  it  is  the  difficulty  of  proving  this. 

Senator  Stennis.  I understand  that. 

Mr.  Dillon.  As  a general  thing  I have  no  objection  to  that. 

Senator  Stennis.  The  Senator  from  Louisiana  put  down  the  guide- 
line that  the  prospective  benefits  in  someone’s  judgment  be  equal  to 
the  cost.  You  nodded  your  head.  Do  you  mean  you  are  agreeing  to 
his  standard?  He  proposed  something  definite. 

Mr.  Dillon.  Senator,  the  real  problem  there  is  the  great  weight  you 
are  putting  on  some  individual  to  make  that  judgment. 

Senator  Stennis.  Pardon  me.  My  only  question  was,  do  you  agree 
to  the  standard  that  he  proposed?  I got  the  idea  you  did  hut  you 
did  not  say  yes ; you  did  not  say  no.  You  nodded  your  head. 

Mr.  Dillon.  I have  no  objection,  Senator,  as  long  as  it  is  some- 
thing that  is  workable.  I think  this  could  be  workable  if  you  did 
not  require  proof  ahead  of  time  that  this  benefit  was  going  to  be  any 
particular  given  figure.  We  have  great  difficulty  and  we  cannot 

Erovide  that  proof  in  the  same  way  it  is  provided  in  the  country 
ecnuse  of  the  lack  of  stat  istics. 

Senator  Stennis.  I think  that  is  a crux  question  here.  Is  your 
answer  now  that  you  are  agreeing  that  we  put  in  a proviso  here  that 
we  follow  the  specific  standards  of  prospective  benefits  being  equal 
to  the  cost? 

Mr.  Dili, on.  We  would  be  glad  to  try  to  work  out  something  with 
the  Senator  and  with  the  members  of  the  staff  of  the  committee  that 
we  think  would  be 


OBJECTION  TO  HOUSE  LANGUAGE 

Senator  Stennis.  F or  the  time  being,  you  reject  this  ? 

Mr.  Dillon.  We  object  to  the  language  oi  the  House.  It  is  too 
strict. 

Senator  Ellender.  It  is  my  sincere  belief  that  the  House  is  going 
to  insist  on  all  of  this  language.  What  I would  suggest  to  you  is  that 
you  make  suggestions  of  your  own  and  just  not  ask  this  committee 
to  wipe  it  all  out  because  we  will  not  get  anywhere  that  way. 

It  strikes  me  that  we  ought  to  be  able  to  work  out  a formula  that, 
for  every  dollar  spent,  you  will  at  least  get  a dollar  of  benefits.  If 
you  cannot  attain  that,  you  might  as  well  abandon  the  project. 

You  certainly  would  not  want  to  put  out  a dollar  and  get  10  cents 
back,  would  you  ? 

Mr.  Dillon.  No,  sir. 

Senator  Ellender.  You  would  want  to  get  at  least  a dollar  back. 

Mr.  Dillon.  That  is  right. 

Senator  Ellender.  It  strikes  me  we  ought  to  be  able  to  work  out 
a formula  and  put  it  in  the  bill  to  take  the  place  of  the  House  formula. 
I can  well  understand  the  difficulty  of  gathering  the  necessary  sta- 
tistics in  some  underdeveloped  countries.  But  it  strikes  me  that  we 
ought  to  have  a yardstick  similar  to  ours. 
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DEVELOPMENT  LOAN  FUND  POLICY 

Now,  Mr.  Dillon,  there  is  something  that  concerns  me  a great  deal 
about  the  Development  Loan  Fund. 

It  is  a fact  that  many  of  the  dollars  which  are  loaned  to  the  various 
countries  are  used  for  purchases  from  countries  whoro  the  price  is 
cheapest,  and  a major  portion  of  this  money  finds  its  way  to  Japan  and 
Western  Europe. 

What  do  you  have  to  say  about  that!  Do  you  think  it  is  a good 
thing  for  our  own  economy  and  in  that  connection,  do  you  think  it  is 
fair  for  us  to  further  subsidize  Western  Europe  by  providing  dollars, 
let  us  say,  to  India,  to  buy  tools  and  what  have  you  in  England, 
France,  and  Italy? 

Mr.  Dillon.  There  is  a very  difficult  problem  there,  Senator.  We 
recognize  it  needs  very  thorough  study  which  is  now  underway  within 
the  executive  branch.  The  problem  is  simply  one  that  in  the  past  we 
have  had  the  policy  that  it  was  best  to  get  the  most  out  of  our  foreign 
aid  dollars  and  stretch  them  to  the  furthest  extent  possible  by  buying 
in  the  cheapest  market. 

Incidentally,  these  purchases  abroad  were  helpful  in  strengthening 
the  economies  of  countries  that  needed  to  be  strengthened. 

Senator  Ellender.  Such  as  England,  France,  and  Italy  ? 

Mr.  Dillon.  According  to  the  Marshall  plan,  I think  that  is 
correct. 

Senator  Ellender.  That  was  all  right  in  the  beginning,  but  those 
countries  today  are  able  to  extend  credit  to  the  underdeveloped 
countries. 

Mr.  Dillon.  That  is  what  I was  about  to  say. 

Senator  Ellender.  They  will  lean  on  us  as  long  as  you  let  them. 

Mr.  Dillon.  I was  about  to  say  that.  Therefore,  on  the  other  side 
we  have  this  fact  that  now  I think  Japan  probably  still  does  require 
some  support  of  this  nature,  but  certainly,  the  Western  European 
countries  do  not  require  support,  so  it  is  merely  a question  of  choice 
between  ourselves  and  spending  more  money  because  our  costs  here 
are  probably  somewhat  higher  than  the  costs  generally  for  this  type 
of  equipment. 

Senator  Ellender.  What  is  in  the  offing?  What  do  you  propose 
to  do  so  as  to  prevent  this  trend  ? I believe  that  the  Congress  has 
heard  to  the  effect  that  a good  deal  of  the  dollars  find  their  way  into 
Europe  and  those  dollars  are  used  to  get  our  gold  here  and  that  is 
something  I do  not  like. 

Do  you  not  think  that  ought  to  be  stopped  ? 

PREFERENCE  FOB  PUBCIIA8E8  IN  UNITED  STATES 

Mr.  Dillon.  One  of  the  things  we  have  under  consideration  is  a 
system  by  which  considerable  preference  would  be  given  if  the  pur- 
chases were  made  in  the  United  States.  In  other  words,  we  might 
finance  the  whole  of  a project  under  foreign  exchange  cost  if  there 
was  going  to  be  procurement  in  the  United  States  and  we  would 
finance  a much  smaller  portion  of  it  if  there  was  to  be  procurement 
elsewhere. 
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Senator  Ellender.  Mr.  Dillon,  in  that  same  connection,  we  have 
evidence  to  show  that  private  investments  are  being  reduced  in  under- 
developed countries  in  contrast  to  well-developed  countries.  For  in- 
stance, in  the  case  of  the  United  Kingdom,  private  capital  has  gone 
there  in  the  last  6 months  10-fold,  from  $9  to  $90  million. 

I am  just  wondering  why  it  i8  that  there  is  less  advantage  taken 
by  some  private  concerns  to  invest  in  underdeveloped  countries  in 
contrast  to  the  developed  countries.  Before  that  the  trend  was 
opposite. 

Do  you  think  that  the  method  of  presently  operating  the  develop- 
ment loan  fund  has  some  effect  on  that  ? 

Mr.  Dillon.  No,  sir. 

Senator  Ellender.  You  do  not  think  so  ? 


IH  VESTMENTS  IN  UNDESDEVE&OFSD  OOtJNTBtES 

Mr.  Dillon.  I think  the  reason  for  this  is  the  improved  economic 
condition  in  Europe,  the  greater  stability  of  the  market  there.  Our 
investments  in  underdeveloped  countries  nave  usually  been  to  a great 
extent  in  basic  resources,  m things  like  oil,  mining,  things  of  that 
nature.  They  continue  to  be  that  way.  There  has  always  been  a 
reluctance  for  American  investment,  it  has  not  seemed  very  attractive 
to  it,  to  invest  in  ordinary  manufacturing,  things  of  that  nature,  in 
the  underdeveloped  countries.  We  do  think  that  we  have  to  give 
special  stimulation  to  that.  We  certainly  do  not  think  any  special 
stimulation  is  needed  for  investment  in  countries  in  Europe  because 
there  is  a good  deal  going  on. 

Senator  Ellender.  Or  course  you  do  have  that  now  because  of 
the  stability  there. 

Mr.  Dillon.  That  is  right. 

Senator  Ellender.  I realize  that,  but  I go  back  to  the  proposition 
that  this  fund  ought  to  be  used  in  order  to  develop  the  country  so 
that  private  capital  will  be  interested  in  coming  to  those  countries. 

Mr.  Dillon.  We  agree  with  that. 

Senator  Ellender.  I hope  it  iB  done  because  the  way  it  has  been 
in  the  past,  as  I pointed  out  on  the  Senate  floor,  83  percent — I may 
stand  corrected — but  my  recollection  is  that  88  percent  of  the  develop- 
ment loan  funds  have  gone,  up  to  6 months  ago,  to  countries  to  whom 
we  have  made  grants  adding  up  to  $30  billion. 

Now,  Mr.  Dillon,  as  I said  a while  ago,  I thought  your  statement 
would  go  into  more  detail  than  it  has,  therefore  I want  to  reserve 
further  detailed  questions  for  the  various  administrators  when  they 
appear  before  the  committee  during  the  next  2 weeks. 

I do  hope  that  Mr.  Murphy  takes  his  job  soon  and  that  before  he 

Kout  into  the  field  I will  have  an  opportunity  to  spend  as  many 
■s  with  him  as  he  wants  so  that  I may  give  him  a few  pointers 
which  may  not  have  been  included  in  my  report.  I will  also  advise 
Mr.  Murphy  to  dig  up  my  reports  at  ICA  which  no  doubt  are  gather- 
ing dust. 

I may  criticize  but  I also  say  some  good  things.  I want  you  people 
to  understand  that  I try  to  do  an  objective  job.  I don’t  want  to  harm 
anybody — but  I want  our  taxpayers  to  get  full  value  for  dollars  spent. 
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Senator  S tennis.  Senator  Saltonstall  has  to  go  to  the  floor.  He 
has  two  questions.  I am  not  limiting  him  to  two,  of  course.  I recog- 
nize you  next. 

Senator  Saltonstall.  Thank  you,  sir,  and  I thank  the  Senator  from 
Louisiana  for  his  courtesy. 

I just  want  to  get  a few  things  straight. 

DRVEI.OpMBNT  LOAN  FUND  BEQUEST 

Mr.  Secretary,  now  you  are  asking  us  a net  reclama  of  $876,276,730. 
Now,  going  over  this  with  Mr.  Scott,  the  clerk,  I gather  that  this  is 
done  as  follows:  In  the  Development  Loan  Fund  the  request  for  1960 
fiscal  year  was  $700  million  and  for  1961,  $500  million,  or  a total  of 
$1.2  billion. 

The  House  allowed  you  for  the  fiscal  year  1960,  $550  million  and 
nothing  for  1961,  Now,  your  request  to  the  Senate  is  a reclama  for 
1960  of  $150  million  which  would  bring  it  up  to  $700  million  and  a 
reclama  for  $500  million  for  1961.  That  is  all  on  the  Development 
Loan  Fund.  Or  a total  of  $650  million  out  of  the  $876  million  of 
your  total  reclama.  . 

On  that  balance  of  $226  million  there  is  $100  million  for  the  mili- 
tary which  the  House  cut  off  and  the  balaneo  of  $126  million  conies 
from  the  rest  of  the  program.  Now,  that  is  the  net  reclama  after 
your  take  away's  of  something  over  a million  dollars  and  you  are 
being  under  in  two  accounts  of  somewhere  around  $4  million  more. 

Mr.DiLLON.  That  is  correct.  , 

Senator  Saltonstall.  Would  you  be  willing,  Mr.  Murphy,  to  put 
in  at  this  point  a breakdown  of  that  reclama  along  those  lines  which 
simplifies  it  in  my  mind,  anyway  ? 

Mr.  Murphy.  Yes. 

(The  information  referred  to  appears  on  p.  180.) 

Senator  Saltonstall.  So  the  big  issue  with  this  committee  is  to 
decide  what  to  do  with  the  Development  Loan  Fund. 

Mr.  Dillon.  Money  wise;  that  is  correct.  , 

Senator  Saltonstall.  Moneywise  that  is  correct.  Well,  this  is 
an  appropriations  committee.  So  the  principal  thing  you  want  from 
this  committee  is  the  Development  Loan  Fund. 
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HOUBE  ACTION 

Mr.  Dillon.  Not  necessarily.  Some  of  these  other  appropriations 
are  from  a foreign  policy  point  of  view  vitally  important  even  though 
the  amounts  of  funds  may  not  be  so  large.  I may  say  in  the  Develop- 
ment Loan  Fund,  as  you  recall,  the  authorizing  legislation  was  only 
enacted  about  a few  days  before  the  House  Appropriations  Commit- 
tee acted  and  the  House  Subcommittee  on  Appropriations  had  no  time 
to  act  on  request  for  $500  million  and  did  not  consider  that  or  reject  it. 

It  was  rejected  in  the  full  committee  the  morning  the  request  was 
received,  presumably,  largely  because  there  was  inadequate  time  to 
consider  it. 

LANGUACIE  CHANGES 

Senator  Saltonstall.  You  consider  of  very  fundamental  impor- 
tance those  three  language  changes  ? 

Mr.  Dillon.  That  is  right. 

Senator  Stennis.  Senator  Bible,  I understood  you  bad  one  or  two 
questions. 

Senator  Bible.  Just  a coup!  Thonl:  you  and  I appreciate  the 
courtesy  of  Senator  Ellender. 

TOTAL  ADMIN!  BTltATIVK  EMPLOYEES 

Mr.  Secretary,  how  many  people  are  presently  employed  in  the 
administration  of  this  program  exclusive  of  military  assistance?  It 
may  well  be  in  the  document  I have  before  me  but  I cannot  put  my 
finger  on  it. 

Mr.  Dillon.  We  will  be  glad  to  supply  that  for  the  record.  There 
are  various  ways  of  working  that  out.  The  ICA  rough  figure  is 
11,500  employees  directly  paid  from  U.S.  Government  funds  in  ICA 
personnel  strength. 

Senator  Ellender.  Are  those  the  ones  working  abroad  ? 

Mr.  Dili, on.  That  is  abroad,  everywhere.  We  have  a complete 
table  we  will  be  glad  to  put  in  the  record.  It  is  one  sheet  like  this, 
which  shows  where  they  are  working,  how  many  in  each  country,  how- 
many  U.S.  nationals,  how  many  foreign  employees. 

Senator  Bible.  That  would  be  helpful.  I will  ask  permission  that 
it  be  inserted  in  the  record  at  this  point. 

Senator  Stennis.  All  right. 

(The  table  referred  to  follows :) 


—A  **nonn*  etr'n*ih’  June  SO.IMZ-Type  of  employee,  by  source  of  fund*  and  by  post,  Washington  and  «*«*» 


Grand  total 

Total  Washington ..... 

Unassigned  complement 
Total  overseas 

Far  East 

Burma 

Cambodia 

China  (Taiwan)..... 
Indonesian  Republic. 


Jordan... 

Lebanon 


Employees  paid  directly 
from  U.S.  Govern- 
ment funds 


U.S.  nationals 


Regular  Personnel  of 
employees  other  Federal  Consultants  * 
agencies  * 


F o reign 

Foreign  national  national! 

employees  > em- 

ployees 

p^d 


Total  A«-  ££>  au  2Z  A^n-  ££;  A,^n'  SSk  \T*-\  **>  Z 
sl  m a “ S '”  H 558 


7,755  M82  2.  <71 1 *2,711 


399  1,944  1,545 

91  130  39 

7.265  4, 106  B37 


2.  M3  1.309  345 


5741  2,0141  1,198] 


U.S.  na- 
tionals 
em- 
ployed 
by  con- 
tractors 
receiv- 
ing pro- 
gram 
funds* 


39|  6.378]  1,334 1 4,044 


31|  5,378|  1, 334|  4,044 


1, 303  1,  J37 
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Foreign! 

[natJonal] 

em- 
ployees 
paid 
from 
foreign 
country' 
funds  i 


CT.8.  na- 
tionals 
«m- 
ployed 
by  oon* 
trnetcn 
receiv- 
ing pro- 
gram 
funds  * 


’ Local  employees  hired  overseas  by  ICA 

com5ra^t1m0”3Ult®ntS  Wh°  rendered  d“rliW  reporting  month,  with  or  without 

* Includes  sii  U.S.  nationals  paid  from  Battle  Act  funds. 


wnESSS?  Federat!o“  Bhode*ta  “>*  Nyasaland,  Nigeria,  and  Somalia,  shown 

ffiSTIBMlff1  “.  ■.<!  KSSS  «“B  g&SSS'S 

sis  mMc&aaaaar*  m^jsss  s 

Source:  Office  of  Personnel,  Office  of  Statistics  and  Reports,  July  21,  ism. 
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PROJECTION  OF  MUTUAL  SECURITY  PBOOBAM  IN  FUTURE 

Senator  BruLE.  One  further  question.  How  many  years  ahead  do 
you  people  project  a mutual  security  program?  Do  you  know  what 
the  level  might  be  for  1961,  fiscal  1961  ? 

Mr.  Dillon.  It  is  difficult  to  foresee  how  many  years  ahead  this 
will  continue.  Certainly,  the  activities  of  the  Development  Loan 
Fund  and  the  activities  of  our  technical  assistance  program  will  con- 
tinue, we  think,  for  quite  a few  years  until  such  time  as  these  under- 
developed countries  can  gradually  begin  to  take  care  of  themselves. 

The  military  part  of  the  program,  also,  is  frankly  dependent  on  our 
relations  with  the  Soviet  Union  and  the  Communist  bloc.  As  long  as 
they  keep  up  military  pressure  and  maintain  a threatening  attitude 
that  will  have  to  continue,  presumably,  in  roughly  the  same  amounts 
as  it  has  been  in  the  past  few  years,  around  a $2  billion  figure. 

We  would  hope  that  items  for  defense  support  nnd  special  assistance 
would  gradually  be  able  to  be  reduced  and  absorbed  in  the  funds  that 
are  available  for  loans  for  Develpmoent  Loan  Fund  type  of  co- 
operation. 

Senator  Bidle.  As  you  view  it  at  the  present  time  it  seems  to  be  a 
more  or  less  continuous  program  for  the  foreseeable  future. 

Mr.  Dillon.  That  would  be  correct. 

Senator  Stennis.  Senator  Dworshak,  you  said  you  had  a couple  of 
questions. 

Senator  Dworshak.  I will  wait  for  other  witnesses. 

Senator  Stennis.  Senator  McGee  ? 

BASIS  OF  PROGRAM 

Senator  McGee.  The  central  focus  I think,  is  less  the  love  of  other 
people  than  our  own  security.  That  seems  to  be  obvious. 

Mr.  Dillon.  I think  really  that  is  the  whole  basis  of  the  mutual 
security  program.  It  is  our  own  security. 

Senator  McGee.  Even  if  it  means  a little  unpleasant  exchange  in 
some  cases  ? 

Mr.  Dillon.  That  is  correct. 

Senator  McGee.  I remember  historically  the  days  of  the  British 
Empire,  when  it  was  supreme,  England  was  the  most  unloved  nation 
in  the  world  but  they  managed  to  be  a rather  secure  and  predominant 
nation. 

Would  it  facilitate  the  administration  of  such  a tremendous  pro- 
gram as  this  if  we  had  satellites  instead  of  allies? 

Mr.  Dillon.  I do  not  think  so.  That  is  so  foreign  to  our  basic  ideals 
and  what  we  stand  for,  for  freedom,  that  I think  it  would  be  very 
bad.  As  you  can  see  from  what  has  happened  in  the  satellite  coun- 
tries in  the  Communist  bloc  when  they  explode,  they  explode  in  violent 
bloodshed  and  have  to  be  repressed  very  violently.  That  certainly  is 
not.  in  our  tradition ; never  has  been. 

Senator  McGee.  I was  , not  trying  to  suggest  it  would  be  our 
philosophy  but  I can  imagine,  I think  sometimes  in  my  own  business 
as  a professor  if  I could  get  rid  of  the  opposition  a little  bit  I could 
administer  at  least  a lot  more  easily  with  less  rocking  of  the  boat. 

I sometimes  wonder  if  the  Russians  have  not  had  a measurable  momen- 
tary advantage  in  that  regard. 
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Mr.  Billon.  It  appears  from  a momentary  basis,  obviously,  a lot 
easier  to  operate  when  you  have  a dictatorship  at  home  as  well  as 
abroad. 

Senator  McGee.  I did  not  want  to  leave  the  suggestion  that  when 
we  are  dealing  with  as  many  ns  we  have  to  deal  with  that  it  is  ever 
going  to  be  easy.  On  your  calculations  on  a program  as  intangible 
as  economic  assistance  m these  programs  do  you  consider  it  lees  dan- 
gerous to  err  on  too  much  or  too  little  in  any  given  area? 

ADEQUACY  OF  FUNDS 

Mr.  Dillon.  I would  think  that  the  countries  that  we  are  support- 
ing through  our  grant  assistance  so  that  their  economy  can  keep  on  a 
level  which  gets  our  defense  support  and  our  special  assistance  funds, 
those  funds  should  be  adequate.  If  they  fall  below  adequacy  you  can 
have  inflation,  chuos,  and  I think  that  the  greater  danger  lies  there 
in  reducing  them  radically  below  what  is  necessary. 

Obviously,  as  I said  in  my.  opening  statement,  it  is  a question  of 

i'udgment  and  there  can  be  minor  differences  and  they  can  get  along, 
think  they  should  get  along  generally  with  less  than  they  would  like 
to  have.  That  is  the  way  the  program  has  been  o^rating  and  it 
operates  all  right.  In  the  case  of  the  longer  range  thing  such  as  the 
Development  Loan  Fund,  I think  we  have  to  put  greater  emphasis  on 
being  sure  that  the  projects,  the  programs  that  we  support  are  good 
ones  and  that  they  are  really  going  to  contribute  to  the  development 
of  the  countries  concerned,  and  less  on  meeting  a particular  level  at  any 
particular  year. 

That  is  the  way  we  are  operating. 

Senator  McGee.  The  cumulative  effect  of  this  over  a period  of 
years,  I should  think,  would  make  it  extremely  difficult  to  calculate 
that  closely. 

Mr.  Dillon.  As  I say,  it  is  very  difficult. 

Senator  Stennis.  Senator  Bridges  ? 

SECTION  112 

Senator  Bridges.  I am  interested  in  the  statement  relative  to  sec- 
tion 112  which 

would  prohibit  the  use  of  any  mutual  security  funds  to  enter  into  a contract 
with  any  person  or  wxnpany  who  offers  to  provide  any  compensation  to  any  ICA 
employee  or  who  provides  compensation  to  any  IOA  employee  who  has  left  IOA 
within  2 years  of  the  date  with  Buch  person  or  company. 

I wonder  why  you  want  that  struck  out.  I should  think  that  would 
be  one  of  the  best  protections  you  could  have. 

Mr.  Dillon.  Because  it  is  far  too  all-embracing.  As  I pointed  out, 
it  would  mean  that  any  type  superintendent  or  janitor  or  anyone  in  a 
minor  capacity  could  not  go  to  work  for  any  industry,  and  there  are 
literally  hundreds  in  the  United  States,  or  for  any  university  that  has 
an  arrangement  with  the  ICA . 

In  the  first  place,  that  would  be  an  almost  impossible  thing  for  U9  to 
administer,  for  the  ICA  to  follow  these  people  once  they  leave  the 
ICA.  There  is  no  way  in  this  country  to  compel  them  to  report  their 
whereabouts  or  what  sort  of  jobs  they  have  taken. 
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POSHER  r PENAL  PROVISION 

We  think  that  tliis  is  covered  adequately  in  authorizing  language 
which  has  a very  strong  penal  provision  which  is  presently  law  which 
says  that — 

Whoever  offers  or  gives  to  anyono  who  Is,  or  In  the  preceding  2 years  haB  been, 
an  employee  or  officer  of  the  United  States  any  commission,  payment,  or  gift, 
in  connection  with  the  procurement  of  equipment,  materials,  commodities  or 
services  under  this  act  In  connection  with  such  procurement, 

and  so  on  and  then  it  says  they  are  subject  to  a fine  not  exceeding 
$10,000  or  imprisonment  not  exceeding  3 years,  or  both. 

We  feel  that  that  section  612  is  adequate  to  take  care  of  it  and 
that  this  additional  thing  applies  to  people  who  might  be  taking  jobs 
just  for  no  other  reason  that  a wife  who  is  a typist  moves  some  place 
and  gets  employed  by  a big  company.  We  could  not  pay  the  General 
Electric  Co.  if  they  once  employed  a girl  as  typist  who  once  was 
employed  by  ICA. 

Senator  Bridges.  Under  this  act  now  in  existence  have  you  ever 
prosecuted  anybody  ? 

Mr.  Dillon.  There  is  a case  which  has  been  referred  to  the  De- 
partment of  Justice  which  they  are  preparing  a case  now  which  they 
intend  to  proceed  with,  as  I understand. 


SITUATION  IN  TUSKEY 

Senator  Bridges.  I have  two  questions,  if  I may.  One  is,  what  is 
the  current  situation — I understand  this  is  an  executive  session — on 
Turkey?  What  is  their  fiscal  position  and  their  current  economic 
ability  to  support  their  military  establishment. 

Mr.  Dillon.  Senator,  you  will  remember  we  had  a good  deal  of 
trouble  over  the  years  getting  the  Turks  to  adopt  financial  practices 
which  were  felt  to  be  sound.  Last  summer,  just  about  a year  ago,  they 
did  accept  the  views  of  the  International  Monetary  Fund  and  they 
worked  out  an  agreement  with  the  Fund  and  the  OEEC  in  which  the 
countries  of  Europe,  tho  Fund,  and  ourselves,  joined  in  providing 
them  certain  credits  and  stretched  out  their  debts  over  a period  of 
time  so  that  the  credit  is  an  accommodation.  They  also  devalued 
their  currency  then  and  agreed  to  control  their  spending  at  home. 

Tlie  recent  reports  of  the  Monetary  Fund  experts  who  go  out  there 
from  time  to  time  are  that  the  Turks  are  conscientiously  trying  to 
live  up  to  this  and  they  are  doing  a pretty  good  job.  There  has  been 
one  gap  in  their  economic  program  which  we  hope  will  be  settled  rel- 
atively rapidly  now,  the  Turks  have  recognized  it  and  they  have 
agreed  to  try  to  fix  it  and  that  is  that  they  are  planning  for  economic 
development  which  was  very  haphazard  and  uncoordinated  and  they 
have  agreed  to  accept  a European  expert  as  adviser  and  try  to  get  a 
coordinated  plan  so  that  they  do  not  find  themselves  committed  to 
more  projects  than  they  can  carry. 

We  consider  the  situation  is  relatively  favorable;  we  are  very 
pleased. 
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SITUATION  IN  SPAIN 

Senator  Bridges.  I want  to  inquire  about  Spain  which  certainly 
is  one  of  the  strongest  integral  parts  of  our  defense  system  in  Europe 
and  your  new  program  to  help  them  and  the  necessity  for  it.  I think 
all  of  the  inspection  trips  I have  made  over  there  indicate  that  they 
are  pretty  dependable  allies. 

Mr.  Dillon.  We  are  also  very  pleased  about  the  recent  developments 
in  Spain,  We  have  always  counted  them  as  a strong  and  dependable 
ally  but  we  had  felt  that  their  policy  of  more  or  less  isolation  from  the 
economic  and  political  stream  of  Europe  was  not  a good  thing  and 
should  not  continue  indefinitely;  if  it  did,  it  would  be  to  their  dis- 
advantage. 

So  we  nave  always  favored  a closer  association  in  Spain  with  Euro- 
pean organizations.  We  favor  their  membership  in  NATO,  for  in- 
stance. We  are  very  glad  that  they  have  taken  a big  step  which  has 
been  welcomed  by  the  European  countries.  Last  month  in  July  they 
became  a full-fledged  member  of  the  OEEC,  the  Organization  for 
European  Economic  Cooperation.  They  at  that  time  also  devalued 
their  currency  to  a realistic  figure  whicn  was  agreed  with  the  Inter- 
national Monetary  Fund. 

They  have  had  some  assistance  from  the  European  countries  and 
some  from  the  Monetary  Fund  and  a promise  that  we  would  con- 
tinue with  relatively  the  same  levels  of  assistance  that  we  have  in 
the  past.  Nothing  particularly  new,  however,  from  the  United  States 
is  necessary. 

They  have  also  done  away  largely  with  their  bilateral  trading 

Sractices  and  are  opening  their  trade  to  all  countries,  including  the 
United  States.  Finally,  they  have  greatly  liberalized  their  private 
investment  laws  which  were  very  strict  for  foreign  investment  coming 
in.  We  think  there  will  be  greater  opportunities  for  American  invest- 
ment there.  We  think  the  whole  process  is  a very  good  one. 

Senator  Stennis.  Thank  you,  Senator. 

REPORT  Or  SENATOR  ELLENDEB 

Mr.  Dillon,  I am  not  going  to  ask  you  any  questions  now,  but  I do 
want  the  indulgence  of  you  and  the  committee  to  make  one  observa- 
tion. First,  I want,  to  assure  you  that  I greatly  appreciate  your  very 
outstanding  contribution  to  the  Government,  not  only  in  your  present 
capacity,  but  in  former  ones.  I think  we  are  very  fortunate  to  have 
you  here.  I am  surprised,  gentlemen,  that  you  do  not  show  more 
attention  to  a report  like  Senator  Ellender  has  filed.  I am  not  refer- 
ring to  you  personally.  You  cannot  keep  all  the  details.  But  I hope 
your  staff  will  be  prepared — I will  not  comment  until  they  are  pre- 
pared— to  answer  some  points  that  he  has  made, 

. You  are  a distinguished  banker  and  you  send  out  your  representa- 
tives to  inspect  pronerty  or  other  business  items.  You  would  not 
ignore  their  testimony.  I am  a lawyer  and  I would  not  ignore  what 
my  investigator  said.  * 

Notv,  this  committee  has  a man  who  goes  out  at  the  ground  level. 
He  is  industrious;  he  has  a sense  of  value  and  he  has  boundless  energv- 
You  know  what  he  has  said  before  he  brings  it  back  and  puts  it  in 
writing  and  gives  it  to  us.  I think  he  has  rendered  a fine  service. 
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If  he  sounds  critical,  I assure  you  he  gets  behind  me  as  the  chairman 
of  one  of  the  subcommittees  on  appropriations  as  well  as  he  does  the 
executive  branch  of  the  Government  and  scrutinizes  some  little  project 
in  Mississippi  just  as  closely  as  he  would  one  in  your  department. 

I think  it  is  unusual  but  very  fortunate  that  this  branch  of  the  Gov- 
ernment, particularly  the  appropriations  committee,  has  someone 
who  goes  out  and  works  as  hard  as  he  does.  I respectfully  suggest  that 
your  staff  ought  to  be  well  prepared  on  anything  because  he  has  an 
influence  here  on  this  subcommittee,  any  subcommittee  he  is  on. 

He  does  with  me  and  others.  To  make  sure  that  you  do  not  mis- 
understand me,  I commend  you  again  for  your  fine  work,  Mr.  Dillon. 

Mr.  Dillon.  Thank  you,  sir.  I fully  concur  with  everything  you 
have  said. 

Senator  Stknnts.  I feel  you  are  fully  in  sympathy.  Also,  I think 
Mr.  Murphy  is.  I am  glad  to  know  of  his  new  assignment.  I believe 
he  will  l>e  a very  valuable  man  to  you. 

Mr.  MunrHY.  Thank  you,  sir. 

Senator  Stennis.  Senator  Byrd,  you  are  next. 

Senator  Bykd,  Mr.  Chairman,  I want  to  join  you  and  Senator 
Robertson  in  the  complimentary  statement  concerning  Secretary  Dil- 
lon. I served  in  tho  House  of  Representatives  for  4 years  on  the 
Foreign  Affairs  Committee.  I became  somewhat  conversant  with  the 
problems  that  confront  Secretary  Dillon.  I became  somewhat  fa- 
miliar with  the  conscientious  attitude  with  which  he  approaches  this 
difficult  work.  I do  join  with  Senator  Robertson  and  the  others  of  the 
committee  who  have  taken  the  time  and  the  opportunity  to  compli- 
ment Secretary  Dillon. 


opposition  to  program 

I am  an  opponent  of  the  program,  not  as  such  but  I have  supported 
this  program  for  5 yearn  in  the  House  of  Representatives  and  last 
year  I voted  against  it.  When  I voted  for  it  I did  it  with  reservation 
and  in  voting  against  the  program  I likewise  did  so  with  certain 
reservations.  I feel  that  the  program  is  necessary  to  some  extent  and 
I think  that  up  to  a certain  point  it  is  in  the  best  interest  of  our  own 
country  and  in  the  interest  of  our  own  national  security. 

But  I do  feel  that  we  are  spending  too  much  money,  I feel  we  are 
participating  in  programs  in  too  many  nations.  I agree  with  Senator 
Ellender  that  there  are  people  in  those  countries  who  are  not  there 
because  of  their  ability  to  do  a good  job  but  because  of  whom  they 
may  know.  I can  recall  going  to  Israel  in  1955  and  I recall  a re- 
mark that  was  made  by  one  of  our  people  there. 

SITUATION  IN  ISRAEL 

He  did  not  know  that  he  was  in  the  presente  of  the  chairman  of 
the  subcommittee,  Congressman  Zablocki  and  myself  at  the  time  he 
made  the  statement,  but  he  made  a statement  to  the  effect  that  we 
sold  them  a bill  of  goods.  In  saying  that  I would  say  that  he  merely 
affirmed  the  impression  that  I had  had  throughout  the  day  or  the  2 
or  3 days  I had  been  there. 
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I hnd  the  impression  that  an  effort  was  being  made  to  sell  us  a bill 
of  goods.  Later,  of  course,  when  he  was  confronted  with  the  statement 
it  was  denied  but  the  statement  was  made. 

When  we  were  in  Vietnam  we  went  out  to  see  a project  there.  We 
went  by  the  project.  We  turned  and  we  went  by  it  again.  We  turned 
and  we  went oy  it  again. 

Finally,  we  located  it.  We  met  this  gentleman  who  was  in  charge 
of  the  operation  there.  He  could  not  find  the  project.  I assumed 
he  had  been  there  long  enough  to  learn  at  least  where  the  project 
was  located. 

I could  go  on  and  name  incidents  like  that  which  certainly  did  not 
impress  me  as  a visiting  Congressman  with  the  excellence,  ability,  and 
efficiency  that  certainly  we  would  expect  from  people  whose  respon- 
sibility it  is  to  carry  out  the  purposes  of  the  program  in  the  various 
countries.  So  I join  Senator  Ellender,  although  I have  not  had  his 
tremendous  experience  and  I have  not  had  the  opportunity  to  observe 
the  operations  in  these  countries  that  lie  has  hs  d,  but  from  my  limited 
observation  and  from  mv  limited  experience  I certainly  have  formed 
an  impression  which  makes  me  think  he  is  quite  right  in  what  he  has 
said. 

I feel,  Mr,  Secretary,  that  in  saying  what  I have  said,  it  is  much 
like  I feel  when  people  say  to  me,  “Why,  you  are  a fine  Congressman, 
you  are  a fine  Senator,  but  you  just  happen  to  belong  to  the  wrong 
political  party  and  I can’t  support  you.’’  I feel  you  have  done  an 
excellent  job,  Mr.  Secretary,  but  I do  want  to  continue  to  oppose  this 
program  until  it  is  brought  somewhat  in  line  with  what  I think  is  a 
better  administration  of  it  and  some  sort  of  economy  put  into  execu- 
tion above  that  which  we  hear  reported  often  now  as  being  the  prac- 
tice rather  than  the  exception.  I am  concerned  that  we  are  giving 
assistance  to  58  nations  and  territories.  I just  cannot  convince  myself 
that  we  can  expect  support  from  these  58  nations  if  the  chips  were 
ever  down  and  we  had  to  have  assistance  from  them. 

TOT Al.  NATIONS  I IT  PBOOBAM 

I am  a strong  believer  that  we  are  participating  in  too  many  coun- 
tries. I wonder  if,  for  the  record,  the  names  of  the  58  nations  and 
territories  which  are  mentioned  on  pa"~  6 of  your  statement  might 
be  included  in  the  transcript  of  our  hear,»igs. 

Mr.  Dillon.  Certainly. 

(The  information  requested  appears  on  p.  180.) 

RECSS8ITT  FOB  GOOD  GUIDELINES 

Senator  Byrd.  I like  what  Senator  Ellender  had  to  say,  too,  about 
the  necessity  for  some  good  guidelines  or  criteria  being  followed  in 
the  selection  and  in  the  prosecution  of  the  projects  we  engage  in  in 
other  countries.  I know  how  difficult  it  is  for  the  two  Senators  from 
West  Virginia  to  get  a little  itern^  an  appropriation  for  a dam  or  flood 
control  measure  in  West  Virginia,  and  I say  this  with  all  the  cour- 
tesy and  kindness  and  appreciation  to  Senator  Ellender  and  the  other 
Senators  who  sit  in  on  the  public  works  appropriation  subcommittee 
and  full  committee.  They  have  been  very  generous  with  us  and  very 
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sympathetic  but  I cannot  see  why  we  should  not  expect  definite  criteria 
to  be  set  up  whenever  we  select  projects  in  other  countries. 

I think  it  would  be  in  the  best  interests  of  the  country  involved 
that  we  seek  to  participate  in  projects  where  we  can  rest  assured 
that  justifiable  benefits  will  accrue  from  the  expenditure  of  our  money. 
I simply  cannot  see  why  Congress  should  be  criticized  for  demand- 
ing that  this  cost-benefit  evaluation  be  followed. 

I feel  very  humble,  Mr.  Chairman,  in  attempting  to  ask  any  ques- 
tions since  someone  like  Senator  Eliender  on  the  committee  probably 
knows  the  answer  to  any  questions  I might  ask,  1 feel  that  I would 
be  imposing  on  the  time  of  the  committee  ana  on  the  time  of  the 
Secretary,  but  I do  take  some  comfort  in  realizing  that  I have  to 
make  the  same  decisions  that  Senator  Eliender  has  to  make  and  I 
have  to  learn  these  things  and  it  takes  some  time. 

TOTAL  UNOBLIGATED  FOREIGN  CURRENCIES 

What  is  the  amount  of  uncommitted  or  unobligated  local  currencies, 
Mr.  Secretary,  that  we  have  in  our  possession  as  of  this  time? 

Mr.  Dillon.  It  is  in  these  books  nere.  It  is  on  page  171  of  this 
red  book.  It  shows  unobligated  balance  on  June  30,  1959,  estimated, 
a total  of  some  $673  million,  which  is  divided  into  various  categories. 
The  largest  is  Public  Law  480,  title  I,  which  is  $493  million  of  it. 

Senator  Byrd.  Where  is  that  figure  in  this  table  ? 

Mr.  Dillon.  Mr.  Murphy  will  show  it  to  you. 

Senator  Byrd.  What  is  the  estimate  for  .1960  ? 

Mr.  Dillon.  It  would  be  a little  less. 

Senator  Byiid.  $559  million. 

Why  is  this  secret  material,  Mr.  Secretary  ¥ 

Mr.  Dillon.  I don’t  think  it  is. 

Senator  Byrd.  It  is  bound  in  a secret  volume  that  is  marked  secret 
here. 

Mr.  Dillon.  In  these  volumes  only  the  shaded  portions  are  clas- 
sified. All  the  portions  that  are  not  classified  are  printed,  as  this 
printed  table  is. 


DURATION  OF  DEVELOPMENT  LOAN  PROGRAM 

Senator  Byrd.  How  long  do  you  expect  the  development  loan  pro- 
gram to  continue? 

Mr.  Dillon.  As  I said  in  answer  to  an  earlier  question,  I think 
that  will  have  to  continue  for  the  foreseeable  future,  for  quite  a 
period  of  time,  until  these  different  countries  can  begin  to  carry  their 
own  weight.  Now  that  will  vary  from  country  to  country.  I would 
hope  that  in  Latin  America  and  in  countries  such  as  India  we  might 
reach  that  stage  in  the  period  of  time  that  is  relatively  foreseeable, 
in  10  years  or  so.  But  you  see  some  other  countries,  such  as  some 
of  the  countries  in  southeast  Asia  it  may  be  longer. 

Senator  Byrd.  What  level  of  assistance  do  you  anticipate  our  hav- 
ing to  provide  over  this  period  of  the  foreseeable  future  in  the  De- 
velopment Loan  Fund? 

Mr,  Dillon.  For  the  Development  Loan  Fund  it  is  hard  to  look 
ahead.  There  have  been  estimates  made  by  various  competent  econ- 
omists that  run  very  high,  up  to  $1%  to  $2  billion  a year.  But  our 
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experience  so  far  lias  not  indicated  os  yet  that  we  can  find  good 
projects  for  anywhere  near  that  amount. 

I would  say  as  far  as  I can  foresee,  the  way  the  projects  are  de- 
veloping now,  I can  not  foresee  but  only  a billion  dollars  a year. 

Senator  Byrd.  You  think  the  program  can  be  expected  to  continue 
from  10  to  20  to  30  yeais  ? 

Mr.  Dillon.  I would  certainly  agree  with  10,  and  I think  it  would 
go  more  toward  20. 

Senator  Byrd.  Ten  years  at  a minimum  ? 

Mr.  Dillon.  Yes. 

Senator  Byrd.  On  page  86  of  this  mutual  security  program  booklet 
here  you  say: 

By  January  SI,  1059,  the  DLF  was  virtually  loaned  out. 

It  says : 

By  the  end  of  fiscal  year  1959  or  shortly  thereafter  the  DLF  is  expected  to  be 
out  of  loan  funds  again.  At  the  same  time  It  will  have  an  estimated  1% 
billion  of  screened  projiosals  on  band. 

LOAN  REPAYMENTS 

What  kind  of  return  are  we  showing  from  the  loans  that  have  been 
provided  under  this  program  ? 

Mr.  Dillon.  The  average  interest  rate  is  something  like  4.4  percent, 
I think. 

Senator  Byrd.  What  in  the  way  of  repayment  of  principal  have  we 
been  able  to  realize  ? 

Mr.  DrLLON.  I think  there  has  only  been  one  very  small  repayment 
of  principal.  The  operations  did  not  start  at  all  until  about  a year 
ago.  Our  repayments  of  principal  are  generally  on  a minimum  basis 
for  the  first  2 dr  3 years  the  loan  is  outstanding  while  the  project  is 
being  completed.  After  that  time  they  speed  tip  and  the  average 
length  of  our  loans  is  about  15  years. 

Senator  Byrd.  What  percentage  of  the  principal  do  we  hope  to  get 
back  in  dollars  ? 

Mr.  Dili, on.  I think  that  the  latest,  figure  showed  roughly  20  per- 
cent of  our  loans  were  repayable  in  dollars. 

Senator  Byrd.  The  remaining  would  be  foreign  currencies  which 
we  will  find  very  difficult  to  convert,  into  dollars. 

Mr.  Dillon.  I think  that  is  correct. 

Senator  Byrd.  And  which  will  be  reloaned  to  the  countries  in 
question. 

Mr.  Dillon.  Presumably  that  will  be  the  case,  at  least  in  the  first 
instance. 

REVOLVING  FUND  WITHIN  EACH  COUNTRY 

Senator  Byrd.  Then  it  amounts  to  a revolving  fund  for  each  coun- 
try that  we  provide  loans  to  under  this  program  ? It,  amounts  to  a 
revolving  fund  within  that  country ; does  it  not  ? • 

Mr.  Dillon,  The  local  currency  portions  that  are  repayable,  when 
they  are  repaid  is  in  effect  just  that ; yes. 

Senator  Byrd.  This  revolving  fund  can  be  used  by  a particular 
country  to  purchase  goods  and  services  from  other  countries  in  Eastern 
or  Western  Europe  or  Japan  and  such  as  you  referred  to  by  Senator 
Ellender  a while  ago. 


MUTUAL  SECURITY  APPROPRIATIONS,  1960 


121 


Mr.  Dillon.  No,  the  local  currency  portions  in  the  revolving  fund 
in  these  underdeveloped  countries  cannot  buy  products,  outside  of  the 
country,  either.  It  can  only  be  used  for  internal  financing. 

EFFECT  OF  FOREIGN  AID  PROGRAM  ON  NATIONAL  DEBT 

Senator  Byrd.  Now,  in  your  statement,  Mr.  Secretary,  you  had  some 
comment  to  direct  toward  those  of  us  who  often  refer  to  the  portion  of, 
the  national  debt  which  might  be  recognized  as  a result  or  our  past 
foreign  aid  appropriations.  I am  interested  in  knowing  just  liow 
much  of  the  national  debt  might  properly  be  ascribed  to  our  past 
foreign  aid  program. 

Mr.  Dillon.  I do  not  know  any  way  in  which  you  can  ascribe  to  any 
one  particular  program  of  the  Government.  When  you  have  a budget 
that  is  in  balance  I would  say  nothing  is  ascribed  to  it.  When  we  had 
a deficit  last  year  where  you  had  some  $12  U billion  deficit,  and  our 
national  debt  must  have  increased  accordingly,  you  could  ascribe  to 
that  increase  any  item  in  our  budget  that  you  wanted. 

Probably  the  fairest  way  would  be  to  take  the  fact  that  the  mutual 
security  program  last  year  spent,  I would  say,  about  $3i£  billion  out 
of  the  $77  billion,  or  about  6 percent.  So  therefore  about  5 percent 
of  the  increase  could  be  ascribed  to  it. 

Senator  Byrd.  Can  we  not  say  that  the  moneys  which  have  been 
spent  in  this  program  over  the  past  12  or  14  years,  which  includes  the 
Marshall  plan  programs  also,  can  we  not  say  that  that  amount,  wheth- 
er it  is  $60  billion,  $70  billion  or  $55  billion,  whatever  it  is,  that  that 
amount  of  our  total  national  debt  is  to  be  ascribed  to  the  expenditure 
of  moneys  under  the  foreign  aid  programs  ? 

Mr,  Dillon.  Well,  I think  you  could  put  it  this  way:  You  could 
say  if  you  had  not  had  a foreign  aid  program  at  all  and  if  you  had  not 
had  to  do  anything  else  as  a result  of  not  having  it,  then  that  would 
be  correct.  The  $55  billion  would  not  have  been  spent.  But  if,  as 
we  believe,  you  had  not  had  any  and  there  had  been  resulting  chaos 
and  problems  in  other  parts  of  the  world  it  probably  would  have  led 
us  to  spend  the  equivalent  over  that  period  of  time  or  it  might  have 
been  a great  deal  more  in  our  own  defense  expenditures.  So  you 
come  out  even  in  the  wash.  That  is  why  I say  it  is  so  hard  to  ascribe 
any  particular  figure. 

TOTAJ.  EXPENDITURES  BY  WAY  OF  GRANTS 

Senator  Byrd.  How  much  have  we  actually  spent  in  the  way  of 
grants?  I have  heard  various  figures. 

Mr.  Dillon.  Usually  the  larger  figures  include  grants,  loans,  and 
all  sorts  of  things. 

Senator  Byrd.  Does  it  approximate $60  billion  ? 

Mr.  Dillon.  Not  in  grants.  Nowhere  near  that. 

> Senator  Ellender.  About  $51  billion,  which  includes  military  as- 
sistance. 

Mr.  Murphy.  The  total  funds  for  which  we  account  under  the 
mutual  security  program,  from  1948  to  the  end  of  1959,  is  $51.7  bil- 
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lion.  Almost  $3  billion  of  that  was  in  loans.  So  on  a grant  basis  the 
balance  would  be  $48  billion,  yes. 

Senator  Byrd.  Then  is  it  not  logical  to  say  that  of  the  $285  billion 
national  debt  we  have  today  that  $51  billion  of  that  is  the  result  of  the 
foreign  aid  program ? 

Mr.  Dillon.  I would  think  not.  As  I say,  if  we  had  not  had  the 
foreign  aid  program  we  would  have  had  to  have  equivalent  expendi- 
tures in  our  Defense  Establishment  which  would  have  brought  us  to 
the  same  conclusion  and  maybe  even  a worse  conclusion  than  we  are 
at  today.  Also,  for  what  it  may  be  worth,  our  national  debt  in  that 
same  10-year  period  increased  $24  billion,  not  $52  billion.  That  is 
another  reason  it  is  difficult  to  ascribe  it  just  to  the  foreign  aid  pro- 
gram. What  I am  trying  to  say  is  if  you  could  conceive  of  not 
having  had  a foreign  aid  program  and  not  having  had  any  other 
expenditures  ns  a result  of  that,  then  what  you  say  would  be  perfectly 
logical.  But  we  do  feel  (hat  there  would  be  a need  for  very  substantial 
defense  expenditures  if  we  did  not  have  this  program. 

Senator  Byrd.  The  same  thing  could  be  said  about  the  money  if  we 
had  not  spent  it  in  the  intervening  years. 

Mr.  Dillon.  That  is  fight.  I think  our  national  defense  budget 
would  have  been  at  least  $50  billion  higher  over  that  period  of  time 
if  we  had  not  had  this  program. 

INTKBE8T  ON  THE  NATIONAL  DEBT 

Senator  Byrd.  That  is  probably  true.  Do  we  not  overlook  so  many 
times,  though,  the  interest  we  are  paying  on  our  national  debt,  that 
portion  of  the  interest  each  year  which  is  really  interest  on  moneys 
that  we  have  expended  over  the  years  for  foreign  aid  ? The  interest 
we  pay  this  year  will  probably  be  $8  or  $9  billion.  Certainly  we  must 
not  overlook  the  fact  that  a portion  of  that  $8  or  $9  billion  is  actually 
interest  on  foreign  aid  moneys  we  have  expended  over  the  years. 

NATIONS  ASSISTED  BY  SOVIETS 

What  are  the  19  nations  referred  to  on  page  3 of  your  statement? 

I think  these  are  19  nations  in  which  the  Soviets  have  participated  in 
economic  assistance  programs. 

Mr.  Dillon.  We  have  a table  which  I can  put  in  the  record  here. 

I can  read  them  to  you. 

Senator  Byrd.  If  you  will  just  put  them  in  the  record,  Mr.  Secre- 
tary. 

Mr,  Dillon.  Fine. 

Senator  Ellender.  And  with  the  amount  of  money  that  was  made 
available  to  them  by  Russia. 

Mr.  Dillon.  This  is  a classified  table. 

Senator  Ellender.  And  whether  they  were  grants  or  loans? 

Mr.  Dillon.  I think  we  will  have  to  break  it  down.  Most  of  them 
are  loans.  Recently  they  have  begun  to  make  some  grants  but  most 
of  them  have  been  loans,  the  great  majority. 
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(The  data  referred  to  follow :) 


Si  no~  Soviet  bloc  credits  and  grants  extended  to  underdeveloped  countries  of  the  free 
world  Jan.  1,  1964-June  SO,  1959  1 

[Million  U.8.  dollars! 


Area  and  country 


Total 

Economic 1 

Military 

2,626 

1,883 

773 

1,683 

043 

sto 

248 

213 

32 

2 

2 

0 

1 

1 

0 

8 

6 

0 

267 

138 

120 

3 

3 

0 

658 

343 

315 

384 

177 

128 

60 

43 

17 

864 

091 

163 

17 

17 

0 

34 

34 

0 

68 

68 

0 

323 

323 

402 

239 

20 

20 

0 

114 

114 

0 

8 

5 

0 

* 110 

110 

0 

106 

106 

0 

104 

104 

0 

2 

2 

0 

Total 

Middle  East  and  Africa 


Afghanistan 

Ethiopia. 

Guinea 

I ran .................. 

Iraq 

Pakistan 

United  Arab  Republic; 

Egypt 

Syria 

Yemen 


South  and  southeast  Asia. 
Burma 


Ceylon.  .- 

India 

Indonesia. 
Nepal 


Europe. 


Iceland 

Yugoslavia. 


Latin  America..... 


Argentine. 

Brasil..... 


1 Because  of  rounding,  figures  may  not  add  to  totals. 

1 Including  about  5167  million  in  grant  aid  to  Afghanistan,  Cambodia,  Ceylon,  Egypt,  Guinea,  India, 
Nepal,  Pakisiuu,  and  Yemen. 

'Not  Including  about  J354  million  in  credits  extended  In  1956  and  subsequently  either  canceled  or  allowed 
to  expire. 

TOTAL  SOVIET  EXPENDITURES 


Senator  Byrd.  It  looks  to  me  as  though  the  total  here  is  $2.3  bil- 
lion, which  has  been  expended  by  the  Soviets. 

Mr.  Dillon,  That  is  right. 

Senator  Byrd.  What  is  the  total  in  the  same  5-year  period  that  the 
United  States  expended  in  those  same  19  countries  ? 

Mr.  Dillon.  In  those  same  19  countries,  counting  all  U.S.  aid  which 
includes  mutual  security,  Development  Loan  Fund,  export-import 
loans  and  Public  Law  480,  agricultural  products,  we  spent  $5.6  billion. 

Now  the  mutual  security  program  in  those  same  countries  is  $2.4 
billion,  there  is  a difference  of  just  about  $60  million  between  us  and 
the  Soviet  Union. 

Senator  Byrd.  What  is  wrong  with  letting  the  Soviet  extend  some 
money  for  the  removal  of  poverty  and  privation,  ill  health  and  illit- 
eracy in  some  of  those  countries  ? 

Mr.  Dillon.  As  I said  in  answer  to  Senator  Ellender,  I don’t  think 
anything  is  wrong  with  it. 

Senator  Byrd.  In  some  of  the  countries  we  have  benefited  we  don’t 
seem  to  have  helped  ourselves  much  in  the  wav  of  respect  and  high 
regard  for  our  good  intentions.  I am  wondering  if  perhaps  we 
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were  to  let.  the  Soviets  extend  a little  more  in  some  of  those  countries, 
they  would  earn  some  ill  will  and  not  good  will 

RUSSIAN  POLIO y ON  AID  PROJECTS 

Do  not  the  Russians  expect  some  kind  of  yardstick  or  benefit-cost 
evaluation  when  they  go  into  a country  to  participate  in  a project  ? 

Mr.  Dillon.  They  finance  their  projects  much  more  on  a political 
basis.  When  they  determine  that  they  want  to  help  a country  their 
practice  has  been  with  a minimum  of  conditions  they  just  say,  “Here 
is  so  much  money,  you  can  spend  it  any  way  you  really  want,”  and 
then  if  the  country  "wants  to  ouild  a road  from  point  X to  point  Y, 
whether  or  not  they  think  it  is  a good  job,  or  a tiling  which  needs  to 
be  done,  they  don’t  seem  to  pay  much  attention.  They  just  go  ahead 
and  build  it. 

Senator  Byrd.  I am  a little  disappointed  in  what  I thought  were 
hardhended  businessmen  in  the  Soviet  Union  and  hardhenaed  poli- 
ticians. 

Mr.  Dillon.  They  are  after  political  returns  and  I think  they 
think  this  the  way  to  get  it.  They  may  find  out  in  the  long  run 
thnt  it  won’t  work  out  that  way. 

Senator  Byrd.  They  are  pretty  demanding  and  pretty  astute  in 
seeing  that  there  is  a quid  pro  quo,  are  they  not? 

REPAYMENTS  IN  COM MODITI EB 

Mr.  Dillon,  Most  of  their  foreign  aid  has  been  on  a loan  basis  in 
which  they  require  repayment  in  commodities,  something  produced  by 
the  local  country.  On  that  they  are  much  more  flexible  than  we  are 
because  they  will  take  any  commodity  even  though  it.  is  a commodity 
that  is  in  surplus  in  the  Soviet  Union.  Then  they  either  dunu>  it  in 
some  other  part  of  the  world  or  dispose  of  it  in  another  way,  I don’t 
know  how. 

Senator  Byrd.  I find  it  difficult  to  become  stampeded  by  the  idea 
that  we  have  to  match  or  surpass  every  dollar  that  is  offered  by  the 
Soviets  to  these  various  countries. 

Mr.  Dillon.  We  don’t  feel  that,  either.  We  do  not  feel  we  should 
try.  Where  they  make  a major  effort  they  only  pick  a few  countries. 
■\Ve  see  no  possibility  of  our  surpassing  them  in  every  country  and 
we  make  no  effort  to  do  so  in  the  countries  where  they  have  made 
there  largest  effort.  , 

All  we  are  saying  is  that  we  feel  we  should  have,  it  is  very  impor- 
tant to  have,  a program  at  least  on  a comparable  basis  because  we 
havo  greater  obligations  in  other  parts  of  the  world,  the  underde- 
veloped world  happens  to  he  mostly  free  where  our  overall  programs 
have  to  be  largely. 

PAKISTAN  ISSUE  IN  AFGHANISTAN 

Senator  Byrd.  Is  the  Pakistan  issue  still  one  of  great  potency  in 
Afghanistan? 

Mr.  Dillon.  Yes. 

Senator  Byrd.  Are  the  Russians  still  playing  on  the  hearts  and 
minds  of  the  Afghans  trying  to  pit  them  against  the  Pakistanis. 
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Mr.  Dillon.  I think  they  are  on  this  issue.  We  are  doing  what 
wo  can  to  porsuade  both  sides  to  come  to  an  understanding.  We 
have  a project  now  which  includes  road  communications  between 
Pakistan  and  Afghanistan  which  both  countries  have  agreed  to 
jointly  and  we  think  it  will  be  helpful  in  that  way.  It  is  one  of  our 
major  objectives  but  it  is  not  an  easy  one.  It  has  been  an  age-old 
difference  of  opinion  in  the  Afghan-Pakistan  discord. 

BOAD  BUILT  BY  THE  RUSSIANS 

Senator  Byrd.  What  has  beon  the  outcome  of  the  road  which  the 
Russians  put  down  in  Kabul  ? 

Mr.  Dillon.  That  particular  road  they  did  not  do  too  good  a job 
with,  and  it  has  been  necessary  to  repave  it.  Of  course  they  are 
building  a lot  of  other  roads  now.  They  are  building  a road  from 
Russia  to  Kabul,  which  is  a major  highway.  Also  they  have  just 
announced  that  they  are  going  to  build  another  road,  as  a grant  this 
time,  which  will  run  from  Soviet  Union  direct  to  Kandira  further 
south.  It  is  really  a road  directed  right  at  Pakistan. 

Senator  Byrd.  It  seems  to  me  there  was  a road  running  out,  I just 
cannot  remember  how  to  describe  this  road,  but  when  we  were  there 
in  1955  there  was  a road  which  the  Russians  had  built.  There  was  a 
good  bit  of  adverse  comment  from  the  Afghans  concerning  the  road 
and  the  efficiency  of  the  engineers,  and  so  forth  and  so  on.  There 
was  some  thought  that  the  road  might  fall  apart  within  the  year. 
Are  you  familiar  with  the  road  I am  thinking  of  ? 

Mr,  Dillon.  The  street  paving  in  Kabul  did  not  stand  up  very 
well.  They  had  to  do  that.  The  Afghans  had  to  do  a lot  of  that 
over  again. 

Senator  Btrd.  So  I assume  that,  the  reaction  and  the  comment  and 
the  opinion  of  the  Afghans  concerning  the  benefits  of  this  road  pro- 
gram and  the  efficiency  of  the  Russian  engineers  was  not  anything 
to  write  home  about. 

Mr.  Dillon.  That  particular  project,  I think  that  is  a proper  as- 
sumption but  the  Soviets  have  continued  with  other  projects  and  a 
number  of  them  have  been  very  successful.  Of  course  their  assist- 
ance in  Afghanistan  the  last  5 or  6 years  since  they  have  started  is 
far  greater  than  ours. 

Senator  Ellender.  As  I recall,  they  had  a $100  million  credit  but 
they  had  actually  spent  only  $12  million. 

Mr.  Dillon.  Yes.  But  just  in  the  past  year  they  granted,  they 
gave  Afghanistan  a grant  of  $80  million. 

Senator  Ellender.  Credit? 

Mr.  Dillon.  Grant. 

Senator  Ellender.  That  is  out  of  the  $100  million  ? 

Mr.  Dillon.  No,  sir;  that  is  in  addition.  That  is  for  last  year. 
The  total  now  of  credits  and  grants  to  Afghanistan  runs  over  $200 
million. 

Senator  Stennis.  Senator  Byrd,  pardon  me,  I think  the  Chair 
ought  to  intervene  and  ask  the  Secretary  what  his  situation  is.  It  is 
1:30.  You  may  have  other  appointments  and  all.  We  were  trying 
to  avoid  asking  you  to  come  back  this  afternoon.  We  assumed  you 
would  rather  stay  late  and  not  come  back. 

Mr.  Dillon.  I would  rather. 


4 


126 


MUTUAL  SECURITY  APPROPRIATIONS,  I960 


Senator  Stennis.  What  is  your  situation?  Do  you  have  other 
appointments  you  must  meet? 

Mr.  Dillon.  I would  like  to  keep  myself  available  to  the  committee. 
My  next  appointment  is  3 o’clock,  if  I may  get  some  lunch  before  that. 

Senator  Stennis.  Certainly.  Can  we  finish  within  a few  minutes? 
I know  Senator  Ellender  has  to  go  to  a conference.  Suppose  we  try 
to  finish  in  a few  minutes  rather  than  ask  the  Secretary  to  come  back 
tomorrow. 

Senator  Byrd.  I have  no  further  questions.  I do  feel  that  the  street 
paving  in  Afghanistan  is  a very  good  lesson  in  point  to  support  our 
thesis  that  there  ought  to  be  some  pretty  good  criterion  laid  down 
before  we  rush  in  to  build  a project  in  any  country  to  assure  us  that 
the  benefits  which  will  flow  from  it  will  be  worth  the  expenditure. 

Senator  Ellender.  Not  only  that,  but  that  will  do  more  harm,  will 
cause  more  trouble  between  Afghanistan  and  Russia  than  anything 
we  can  do. 

GRANTS  DECREASED  IN  DEVELOPMENT  LOAN  AREAS 

I have  just  one  more  question,  and  I will  direct  it  to  Mr.  Murphy. 
As  I remember,  the  main  purpose  for  establishing  the  Development 
Loan  Fund  was  to  gradually  decrease  the  grants.  Now  what  I would 
like  to  have,  Mr.  Murphy,  is  a table  showing  to  what  extent  the  grants 
have  been  decreased  in  various  countries  where  the  Development  Loan 
Fund  has  been  in  operation. 

Mr.  Murphy.  Yes,  air. 

Senator  Stennis.  You  will  supply  that  for  the  record  later  ? 

Mr.  Dillon.  Yes. 

(The  information  referred  to  appears  on  p.  506.) 

APPRAISAL  OP  RUSSIAN  AID  PROGRAM 

Senator  Stennis.  May  I ask  you  one  question,  Mr.  Secretary. 
With  respect  to  the  overall  success  of  this  Russian  intervention  in 
their  so-called  aid  program,  what  is  your  appraisal  of  that  ? Does  it 
tend  to  go  sour  against  them  in  these  countries?  I know  you  pointed 
out  some,  but  generally  is  that  the  situation  ? 

Mr.  Dillon.  I don’t  think  so,  Mr.  Chairman.  I think  generally 
what  is  happening  is  that  they  have  run  into  a lot  of  very  similar,  I 
won’t  say  the  same,  but  very  similar  problems  that  we  did  when  we 
started  tnis  program  when  we  did  not  have  much  experience  with  it 
and  we  are  gradually  correcting  those  and  I think  they  will  be  grad- 
ually correcting  their  mistakes  as  they  go  along. 

Senator  Stennis.  So  your  opinion  is  that  it  does  not  go  sour  in 
every  country,  that  those  are  just  mistakes  that  they  are  making. 

POLITICAL  EFFECT  OP  RUSSIAN  PROGRAM 

Now,  taking  the  affirmatively,  do  you  think  that  they  are  making 
any  substantial  progress  then  with  this  program  in  influencing  the 
people  politically  and  helping  shape  their  economy  ? 

Mr.  Dillon.  I think  there  are  probably  a few  countries  where  I 
think  they  are  making  that  sort  of  progress  and  certainly  in  the  coun- 
try like  India  they  are  maintaining  the  idea  that  they  are  interested 
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in  the  Indian  progress  and  therefore  they  are  friends  and  their  sys- 
tem is  probably  a system  that  is  all  right. 

Senator  Stennis.  What  other  country  could  you  specify  where 
you  think  they  have  made  some  headway  ? 

Mr.  Dillon.  Their  overall  progress,  because  they  have  put  so  much 
money  in  the  country,  in  Afghanistan,  is  the  one  we  particularly 
pointed  out,  and  Senator  El  lender  said  that  is  probably  understand^ 
able  because  of  the  geographical  propinquity  of  Afghanistan  to  the 
Soviet  Union. 

I think  they  have  made  greater  progress  there  than  anywhere 
else. 

Senator  Stennis.  Do  you  have  any  other  in  mind  readily  ? 

Mr.  Dillon.  I think  I would  rather  leave  it  at  that  at  the  moment. 

Senator  Stennis.  Now  about  this  criteria  matter,  the  economic 
pressure  problem  there,  but  just  as  one  member  of  the  committee,  I 
think  something  on  the  criteria  is  going  to  prevail,  Mr.  Secretary. 

Mr.  Dlllon.  As  I said,  we  would  like  to  work  something  out. 

Senator  Stennis.  That  is  what  I am  coming  to.  I think  you  ought 
to  work  on  the  language  to  make  a concession  on  the  point  and  to 
work  out  some  language,  something  that  you  can  live  under  but  at 
the  same  time  will  carry  out  the  objectives. 

Mr.  Dillon.  I think  we  have  the  same  objective  in  mind. 

Senator  Stennis.  Did  you  give  the  list  of  those  19  countries  that 
Kussia  is  assisting  into  the  record  a while  ago  or  did  you  say  it  is 
already  in  this  booklet  ? 

Mr.  Dillon.  We  are  going  to  insert  it  in  the  record.  We  will  supply 
it. 

(The  information  referred  to  appears  on  p.  123.) 

COMMITTEE  RECESS 

Senator  Stennis.  All  right.  We  certainly  want  to  thank  you  and 
your  staff,  too,  for  your  attention  this  morning  and  for  your  duration, 
too,  and  also  tor  your  enlightenment. 

If  there  is  nothing  further,  the  committee  will  take  a recess  now 
until  10 : 30  tomorrow  morning. 

Mr.  Dillon.  Thank  you  very  much. 

(Whereupon,  at  1:30  p.m.,  Wednesday,  August  5,  1959,  the  com- 
mittee was  recessed,  to  reconvene  at  10 : 30  a.m.  Thursday,  August 
6,1959.) 
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U.S.  Senate, 

Committee  on  Appropriations, 

Washington,  D.O. 

The  committee  met,  pursuant  to  recess,  at  10 :45  a.m.,  in  room  1224, 
New  Senate  Office  Building,  Hon.  Carl  Hayden  (chairman  of  the  com- 
mittee) presiding. 

Present:  Chairman  Hayden,  Senators  Chavez,  Ellender,  Robertson, 
Stennis,  Pastore,  Monroney,  Bible,  Byrd,  McGee,  Saltonstall,  Young, 
Dworshak,  and  Hruska. 
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Today  Ve  will  take  testimony  from  Hoii. 

Director  of  the  International  Cooperation  Adpdnistratio, 

Mr.  Riddleberger  haAjbeen  in  office  a liltl^over  a mohth.  This  is 

his  first  appearance.  “ s 

We  are  very  gl^d  to  have  you,  sir. 

Senator  Robertson.  Mr.  Chairman,  in  view  of  The  fact  that  Mr. 
Riddleberger  is  froih  ^rginia  and  a personal  friend  of  mine  for 
many  years,  may  I presenttom  to  the  committee  1 
Gentlemen  of  the  committee,  this  witness  has  been  in  this  office  a 
little  more  than  a month,  but  he  is  a career  diplomat  in  the  best  sense 
of  that  term,  with  over  30  years  of  experience. 

He  has  served  in  nearly  all  the  countries  of  Europe  and  he  has  been 
ambassador  with  great  credit  to  himself  and  service  to  our  country  in 
both  Yugoslavia  apd.  Greece.  t>  , , 
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Mr.  Riddleberger  comes  of  a distinguished  family  from  the  Valley 
of  Virginia,  his  grandfather  having  been  a U.S.  Senator. 

While  Mr.  Riddleberger  is  a Republican,  he  is  one  of  the  high-type 
ones.  In  other  words,  I feel  that  in  administering  this  foreign  aid 
program  he  knows  the  countries  over  there  where  most  of  this  aid  is 
going  to  be  distributed  and  I think  we  can  trust  him,  whether  we  be- 
lieve in  economic  aid,  or  not,  to  see  that  whatever  is  made  available  to 
him  for  distribution  is  going  to  be  efficiently  and  honestly  handled. 

It  gives  me  pleasure,  then,  to  say  that  we  nave  at  the  head  of  this, 
a man  I have  known  for  a long  time,  a man  of  ability  and  a man  I 
have  great  confidence  in. 

Senator  Chavez.  What  about  the  Riddlebergers  ? Were  they  with 
Lee  and  Jackson,  or  otherwise  f 

Senator  Robertson.  They  were  with  Lee  and  Jackson. 

Chairman  Hayden.  You  may  proceed,  sir. 

Mr.  Riddleberger.  Mr.  Chairman  and  members  of  the  committee,  in 
responding  to  the  more  than  generous  words  of  the  Senator  from  Vir- 
ginia, I am  not  so  certain  about  the  political  characterization  or  the 
family  troubles  this  may  lead  to  for  me.  I think  both  of  my  grand- 
fathers were  in  the  Confederate  Army  and  therefore  I presume  there 
is  a certain  Democratic  background,  shall  we  say,  to  my  family. 

Mr.  Chairman  and  members  of  the  committee,  I welcome  this  oppor- 
tunity to  appear  before  you  for  the  first  time  in  my  capacity  as 
Director  of  the  International  Cooperation  Administration  to  support 
those  elements  of  the  fiscal  year  1960  mutual  security  program  appro- 
priation request,  which  are  the  responsibility  of  ICA,  including  such 
items  as  defense  support,  special  assistance,  technical  cooperation,  and 
the  ICA  administrative  expenses. 

In  view  of  the  fact  that  I have  come  only  very  recently  to  this  new 
post,  and  in  order  to  permit  the  most  effective  replies  possible  to  the 
questions  which  the  committee  may  desire  to  ask,  I have  brought  with 
me  today  Mr.  Leonard  J.  Saccio,  who  is  the  Deputy  Director  of  ICA, 
and  who  was  the  acting  director  during  the  period  between  the 
departure  of  Mr.  Smith  and  my  own  arrival 


SUMMARY  EVALUATION  OP  THE  PROGRAM 


'Die  mutual  security  program  and  its  predecessors  represent,  in  my 
opinion,  and  effective  tool  in  the  attainment  of  our  country’s  foreign 
policy  objectives. 

I have  personally  observed  and  participated  in  this  program,  in 
both  the  developed  and  underdeveloped  parts  of  Europe,  for  over  10 
years,  and  can  confirm  its  success  in  Europe  in  terms  of  our  foreign 
policy  objectives. 

Without  this  program,  not  only  would  the  map  of  Europe  be  very 
different  today,  but,  in  my  opinion,  we  should  nave  been  compelled 
to  expend  for  defense  amounts  exceeding  the  cost  of  these  programs  in 
Europe,  and  our  overall  defense  posture  would  be  far  less  secure 
than  it  is  today. 

It  has  helped  the  free  countries  of  Europe  to  maintain  a military 
posture  which  has  significantly  contributed  to  deterring  or  preventing 
Communist  expansion  by  force  of  arms.  RATO  and  our  complex 
of  strategic  bases  are  a direct  consequence  of  this  program. 


MUTUAL  SECURITY  APPROPRIATIONS,  1000 


131 


Without  this  program  the  Communist  rebels  would  have  taken 
over  Greece.  It  is  also  impossible  to  reconstruct  in  our  minds  today 
the  apparently  hopeless  position  of  the  free  forces  in  Greece,  in  the 
late  forties,  when  their  authority  in  Athens  itself  extended  only  over 
a few  blocks. 

It  has  helped  the  free  countries  of  Europe  to  meet  an  imminent 
internal  threat  to  their  independence  arising  out  of  their  economic 
collapse. 

It  is  doubtful  that  either  France  or  Italy  would  be  free  countries 
today  in  the  absence  of  this  program. 

Economic  assistance  has  made  it  more  feasible  for  at  least  one 
satellite  country  to  break  its  ties  with  Moscow.  Yugoslavia  is  a 
case  where  aid  has  helped  to  make  the  bloc  smaller  and  diminished 
its  central  totalitarian  character. 

Economic  assistance  under  this  program  has  directly  benefited  the 
trade  and  commerce  and  thereby  the  livelihood  of  the  whole  free 
world. 

The  economic  recovery  of  Western  Europe  has  been  a major  boon  to 
all  free  nations. 

Also  noteworthy  is  the  fact  that  today  Turkey,  Greece,  India,  and 
others,  are  receiving  substantial  help  from  the  European  countries 
which,  10  short  years  ago,  were  themselves  at  the  edge  of  economic 
chaos. 

These  accomplishments  which  I have  personally  observed  in  Europe 
frequently  tend  to  be  forgotten  in  the  context  of  the  administrative 
problems  we  are  confronted  with  in  this  program;  problems  which 
have  become  far  more  difficult  as  the  program  has  centered  increas- 
ingly on  the  lesser  developed  nations  of  the  world. 

It  is  possibly  in  this  area  that  our  foreign  aid  programs  have  re- 
ceived tneir  greatest  criticism  in  recent  years. 

In  part,  this  criticism  has  been  unjustified  and  results  from  failure 
to  recognize  that  where  a major  program  is  carried  out  in  a seriously 
underdeveloped  country,  the  problems  of  administration  are  infinitely 
more  difficult  than  those  faced  in  Europe. 

Circumstances  may  require,  or  foreign  policy  i r^y  demand,  that 
we  administer  an  assistance  program  in  a country  whose  economy  is 
disrupted,  or  whose  political  system  is  weak,  or  whose  finances  are 
chaotic,  or  whose  public  ethical  standards  di flier  from  those  we  are 
accustomed  to. 

Often  these  very  shortcomings  are  the  fundamental  reasons  which 
compel  special  assistance  or  defense  support. 

RECRUITMENT  PRORt 

There  have  been  difficult  problems  in  inducing  American  personnel 
to  take  up  service  in  some  of  these  countries,  for  reasons  which  are 
fairly  apparent  in  view  of  recent  and  present  circumstances. 

In  Korea,  for  some  time,  American  technicians  were  not  allowed 
to  bring  their  wives  and  families  because  of  inadequate  housing  and 
living  conditions. 

In  Vietnam  frequent  assassinations  and  terrorist  activities  continue, 
although  on  a reduced  scale. 

Taiwan  is  still  menaced  by  the  constant  threat  of  a renewed  out- 
break of  hostilities. 
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Afghanistan  and  Laos  are  extremely  isolated  countries  with  very 
difficult  living  conditions. 

The  major  programs  in  such  countries  cannot  be  accomplished 
overnight  and  are  fraught  with  many  problems  and  many  dangers. 

However,  with  the  benefit  of  hindsight,  it  is  now  apparent  that  the 
United  States  could  have  coped  with  some  of  these  administrative 
problems  more  effectively  than  it  did. 

Progress  is  being  made  in  the  field  of  administration,  but  more  re- 
mains to  be  done,  and  I intend  to  make  a major  effort  in  this  field. 

Language  training,  personnel  recruitment,  and  inservice  training, 
for  examine,  have  all  been  greatly  stepped  up.  Internal  audits  and 
evaluations  of  programs  have  been  increased, 

A career  system  for  specialists  in  the  oversea  economic  assistance 
program  is  being  established. 

OONflRESSIONAL  RELATIONS 

This  is  my  first  opportunity  to  play  a major  role  in  supporting  the 
mutual  security  program  before  the  Congress.  I look  forward  to  a 
continued  constructive  association.  In  this  association  I hope  to  be 
guided  by  two  principles,  candor  and  cooperation. 

Within  my  powers,  I shall  not  withhold  facts,  no  matter  how  dam- 
aging they  may  be.  I shall  assume  personal  responsibility  for  all 
decisions  which  I make,  but  I shall  treat  as  privileged  the  judgments 
and  recommendations  of  my  staff  which  were  considered  in  reaching 
my  decisions. 

Honest  differences  of  opinion  are  the  price  of  an  independent  and 
imaginative  staff. 

We  welcome  the  opportunity  to  explain  the  program  and  to  dis- 
cuss controversial  points  with  you  fully,  at  all  times  of  the  year. 

But  I venture  to  hope  that  cooperation,  by  definition,  is  a two- 
way  matter. 

I take  this  opportunity  to  protest  against  section  113  of  the  House 
Appropriation  bill.  The  questions  of  relationships,  disclosure,  and 
privilege  are  extremely  important  and  fundamental. 

In  my  judgment,  however,  they  do  not  lend  themselves  to  a me- 
chanical solution  such  as  is  contained  in  the  House  bill,  I strongly 
recommended  that  the  Senate  oppose  this  provision. 


REQUEST  TOR  APPROPRIATIONS 

I should  like  to  turn  now  to  a discussion  of  the  President’s  request 
for  appropriations  for  the  defense  support,  technical  cooperation, 
and  special  assistance  programs  administered  by  the  International 
Cooperation  Administration.  The  President  requested  authorization 
and  appropriation  for  these  programs  totaling  $1,286.3  million.  In 
the  authorization  process  these  programs  were  reduced  by  $108.3 
million. 

The  House  has  now  reduced  them  further  by  $128  million,  offset  in 

Eart  by  reappropriation  of  approximately  $5  million  in  unobligated 
alances. 

The  total  effect  so  far  has  been  to  reduce  these  programs  by  over 
$231  million,  or  approximately  18  percent. 
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In  addition,  the  request  for  International  Cooperation  Adminis- 
tration expenses,  authorized  at  the  full  $39.5  million  requested  by 
the  President,  has  been  reduced  by  $2*4  million  to  $37  million. 

There  is  no  question  but  that  these  reductions  by  the  House  are  of 
such  magnitude  as  to  weaken  unduly  one  of  our  principal  instruments 
for  foreign  policy. 

The  cuts  made  by  the  House  in  defense  support  and  special  assist- 
ance are  so  exti'eme  that  they  are,  ns  the  President  said  on  July  24 
with  respect  to  the  total  of  the  cuts  proposed  by  the  House,  deeply 
below  the  minimum  considered  necessary  for  the  security  of  the  United 
States  and  the  free  world. 

The  reduction  approximately  of  one-sixth  in  funds  requested  for 
technical  cooperation  will  have  some  immediate  adverse  consequences 
in  fiscal  year  1960,  principally  in  Africa  and  Latin  America,  but  the 
major  adverse  effect  will  be  felt  in  future  years  since  the  lack  of  human 
skills  and  the  institutional  deficiencies  of  the  underdeveloped  countries 
represent  even  more  of  an  obstacle  to  the  progress  of  the  underdevel- 
oped countries  than  the  lack  of  capital. 

The  cut  in  the  funds  requested  for  administrative  expenses  can  only 
result  in  less  efficient  use  of  much  larger  amounts  of  program  funds. 

DEFENSE  SUPPORT 

Tlie  House  bill  contains  a defense  support  appropriation  for  fiscal 
year  I960  of  only  $700  mi llion.  This  compares  with  the  congressional 
authorization  of  $751  million. 

In  fiscal  year  1959  Congress  authorized  $810  million  and  appropri- 
ated $750  million. 

But  actual  obligations  totaled  $808  million,  requiring  the  use  of  $58 
million  from  the  contingency  fund. 

The  House  appropriation  for  fiscal  year  1960  is  below  tho  minimum 
required  for  a vigorous,  positive  program  in  support  of  U.S. 
objectives.  Seven  hundred  million  dollars  will  only  buy  an  inade- 
quate stopgap  program  and  would  involve  serious  risks  to  our  national 
security. 

Defense  support  is  an  indispensable  ingredient  of  U.S.  security. 
It  provides  economic  aid  to  12  nations  with  significant  military 
forces  beyond  their  capacity  to  support  unaided. 

Eleven  of  the  twelve  are  found  on  the  perimeter  of  the  Sino-Soviet 
bloc,  and  their  forces  provide  a valuable  deterrent  to  aggression  and 
a means  of  effective  defense  involving  less  risk  of  spreading  the  war 
than  if  U.S.  forces  were  used. 

The  12th,  Spain,  provides  important  air  and  naval  bases  to  the 
United  States. 

INCREASE  IN  COMMUNIST  THREAT 

The  Communist  threat  has  increased  in  itensity  and  versatility. 
The  Soviet  bloc  will  certianly  probe  and  exploit  any  suspected  weak- 
nesses in  the  free  world  defenses. 

While  its  efforts  and  skill  at  economic  penetration  have  increased, 
there  is  no  evidence  that  the  military  threat  has  in  any  way  diminished. 

In  fact,  there  is  considerable  evidence  to  the  contrary  during  the  past 
12  months. 
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In  the  Far  East  during  this  period  of  time,  the  Red  Chinese  have 
fiercely  attacked  the  offshore  islands  and  pressed  their  claim  as  the 
legitimate  Government  of  China. 

The  Communist  Vietminh  have  maintained  an  insidious  campaign 
of  infiltration  and  terror  in  Vietnam  which,  during  the  past  12  months 
alone,  has  taken  the  lives  of  two  Americans  and  of  hundreds  of  Viet- 
namese. 

Laos,  a weak  nation,  with  over  COO  miles  of  common  border  with  the 
Communist  bloc,  is  at  this  very  moment  defending  itself  against 
Communist  rebel  forces. 

Turning  to  the  Near  East,  we  see  the  Communists  exploiting  eco- 
nomic weakness  and  fear  of  retaliation  in  an  attempt  to  weaken 
Greece’s  vital  contribution  to  NATO. 

Iran,  although  recently  rejecting  a Soviet  bilateral  security  offer,  is 
under  continual  Communist  pressure  and  faces  an  added  threat  from 
the  political  instability  in  Iraq,  where  the  Communists  have  been 
extremely  active  during  the  past  year. 

Without  adequate  defense  support,  both  us  a direct  source  of  mili- 
tary strength  and  as  a tangible  symbol  of  continued  U.S.  support, 
the  task  of  resisting  inexorable  Communist  pressure  will  be  magnified. 

But  defense  support  does  more  than  contribute  to  a defense  against 
military  threats.  It  contributes  to  a firm  economic  and  political  base 
in  12  relatively  weak,  and  in  many  cases  new,  nations  beset  by  a variety 
of  overwhelming  problems. 

Without  political  and  economic  stability,  military  forces  become  a 
delusion  and  a facade.  Such  a situation  is  ready  made  for  Commu- 
nist victory  by  default,  without  a shot  being  fired. 

KXAhIFLES  OF  ROLE  OF  DEFENSE  SUPPORT 

Four  examples  of  the  role  of  defense  support  in  this  respect  are 
worth  citing. 

1.  Pakistan,  with  a new  and,  in  many  respects,  promising  Govern- 
ment and  heavy  military  obligations,  is  in  an  extremely  precarious 
economic  situation.  A rapidly  growing  population,  declining  markets 
for  its  exports,  dangerously  aepletcd  foreign  exchange  reserves,  and 
idle  factories  and  manpower  characterize  a country  on  the  margin 
of  privation.  This  situation  allows  very  little  flexibility  in  U.S.  aid 
levels.  Defense  support  is  the  margin  of  economic  survival. 

2.  Korea,  with  an  army  two-thirds  the  size  of  the  U.S.  Army,  and 
with  limited  natural  resources,  must  struggle  to  maintain  economic 
stability  and  to  increase  production  and  employment  apace  with  its 
growing  population  at  a time  when  the  North  Koreans  are  continu- 
ing their  military  buildup. 

3.  Turkey  has  recently  undertaken  a broad  stabilization  program 
designed  to  revitalize  its  economy.  Defense  support  has  made  a major 
contribution  to  that  effect.  Sharp  reductions  would  jeopardize  the 
stabilization  program,  delay  disproportionately  Turkey’s  prospects 
for  ultimate  self-sufficiency,  and  raise  doubts  about  United  States 
interest  in  Turkey’s  longrun  economic  growth. 

4.  Cambodia  is  a major  Communist  target  for  economic  penetration. 
Grant  aid  and  attractive  trade  proposals  are  favored  techniques. 

To  date,  Cambodia  has  resisted  Communist  inroads  into  the  mili- 
tary establishment  and  other  vital  organs  of  government.  Any  leg- 
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sening  of  free  world  support  might  make  it  increasingly  difficult  for 
this  nation  to  resist  the  pressure. 

Even  though  defense  support  is  nn  indispensable  ingredient  of  mili- 
tary strength,  it  does  not  follow  that  reductions  in  militnrv  assistance, 
assuming  for  the  minute  that  they  were  desirable,  would  justify  re- 
ductions in  defenso  support. 

Defense  support  requirements  bear  no  precise  relationship  to  the 
sizo  of  the  military  assistance  program  in  the  12  recipient  countries. 
And  cuts  in  military  assistance  will  not  necessarily  lead  to  reductions 
in  country  military  budgets  or  force  levels  which  are  basic  deter- 
minants of  defense  support  requirements. 

It  may  ho  possible  to  accommodate  defense  support  reductions  in 
part  by  deferring  requirements.  Inventories  and  foreign  exchange 
reserves  can  be  drawn  down  below  the  danger  point,  deficit  financing 
can  lie  used  to  meet  military  budget  requirements,  and  the  defense 
support  pipel  ine  can  be  depleted  below  safety  levels. 

Such  measures,  however,  only  delay  progress  toward  greater  self- 
sufficiency  and  retard  the  objective  of  eventually  shifting  the  burden 
of  the  support  of  these  forces  from  the  United  States. 

I,  therefore,  urge  the  appropriation  of  the  full  $751  million  which 
is  authorized. 

BK.ATRRAL.  TECHNICAL  COOPERATION 

The  executive  branch  has  requested,  and  the  Congress  has  author- 
ized, $170.5  million  for  bilateral  technical  cooperation  in  fiscal  year 
1960.  The  House  bill  contains  only  $150  million  for  this  purpose, 
the  same  amount  ns  was  authorized  and  appropriated  for  fiscal  year 
1959. 

This  reduction,  in  a small,  but  highly  effective  program,  strikes  me 
as  shortsighted.  The  magnitude  of  the  need  which  the  program  is 
designed  to  meet  and  the  opportunity  it  provides  for  America  to 
strike  a telling  blow  against  ignorance  and  disease  call  for  vision,  not 
for  parsimony. 

Motivated  hy  both  humnnitnrinnism  and  enlightened  self-interest, 
technical  cooperation  is  one  of  the  most  effective  oversea  programs 
over  initiated  by  the  United  States.  It  brings  political  ana  psycho- 
logical as  well  as  economic  benefits. 

It  is  a means  of  uniting  Americans  and  the  people  of  the  lesser 
developed  nations  in  a common  attack  on  problems  of  economic 
growth,  education,  health,  and  human  dignity.  In  proportion  to  its 
costs,  the  returns  are  great. 

The  effects  of  this  cut.  of  nearly  one-sixth  of  the  proposed  program 
for  fiscal  year  1960  will  be  felt  in  many  of  the  underdeveloped  nations 
of  the  free  world. 

Technical  cooperation  has  played  a major  role  in  onr  foreign  policy 
in  the  Western  Hemisphere.  The  executive  branch  has  proposed  a 
25  percent  expansion  in  Latin  American  technical  cooperation. 

While  this  expansion  is  large  in  terms  of  percentage,  the  money 
required,  $9  million,  is  not  large  and  the  policy  reasons  for  the  ex- 
pansion are  demanding. 

It  makes  no  sense  to  provide  for  expanded  capital  flow  to  our  neigh- 
bors through  defense  loan  fund,  IBRD,  the  new  In  ter- American  Bank 
and  the  Eximbank,  if  we  do  not  at  the  same  time  enable  a develop- 
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ment  of  the  human  and  institutional  resources  to  absorb  and  utilize 
effectively  this  capita!  flow. 

EXPANSION  FOR  AFRICA 

The  worldwide  increase  requested  for  fiscal  year  1900  would  have 
allowed  close  to  a 50- percent  expansion  for  Africa  for  only  $0.3  million. 

The  Senate  Committee  on  Foreign  Relations  welcomed  the  increased 
activity  in  Africa. 

The  continent  of  Africa,  witnessing  a succession  of  newly  independ- 
ent nations,  and  the  awakening  of  political  freedoms  and  ambitions, 
will  become  a major  battleground  for  men’s  minds. 

Ghana,  Guinea,  and  Tunisia  have  already  changed  the  map.  with 
Nigeria,  Somalia,  and  others  soon  to  follow. 

Rich  in  human  energy  and  natural  resources,  but  deficient,  in  the 
skills  required  for  effective  government  and  technical  progress,  it  is 
imperative  that  the  United  States  share  its  knowledge  with  these  eager 
ana  promising  peoples. 

The  Communists  will  not  fail  to  exploit  any  opportunities  we  thrust 
upon  them.  The  cost  is  low  and  the  stakes  are  high. 

In  Asia  the  increases  requested  are  relatively  small.  In  countries 
supporting  large  military  forces,  technical  cooperation  is  a means  of 
stimulating  economic  development  and  self-sufficiency,  thus  decreasing 
the  long-run  cost  to  the  United  States. 

HOUSE  REDUCTIONS 

The  House  bill  has  not  only  cut  the  funds  available  for  technical 
cooperation,  but  the  House  Appropriations  Committee  stated  that  both 
the  number  and  individual  cost  of  training  for  each  participant  in  the 
program  be  reduced. 

The  President’s  appropriation  request  would  have  financed  the 
training  of  10,500  foreign  technicians,  an  increase  of  10  percent  from 
1959. 

In  my  view,  this  is  one  of  the  most  effective  elements  in  the  technical 
cooperation  program.  It  not  only  provides  much  needed  technical 
skills,  but  also  exposes  potential  leaders  to  the  American  way  of  life. 

HOUSE  COMMENT 

Frankly,  I cannot  understand  the  reason  underlying  the  statement 
by  the  House  Appropriations  Committee.  It  is  inconsistent  with  the 
findings  of  the  Committee  on  Foreign  Affairs,  which  stated : 

The  participant  training  program  has  been  augmented  with  emphasis  on  Eng- 
lish language  training  facilities  in  the  less  developed  countries  and  on  supporting 
services  both  in  the  United  States  and  abroad.  The  committee  Is  pleased  with 
the  progress  made. 

Moreover,  Congress  appropriated  $8  million  for  1959,  to  allow,  in 
part,  a more  effective  participant  program. 

I strongly  recommend  that  the  Senate  oppose  this  provision. 

19B#  FUNDS  OBLIGATED 

In  fiscal  year  1959,  well  over  99  percent  of  the  fnnds  available  for 
the  generafpurposes  of  technical  cooperation  was  effectively  obligated 
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and  the  base  was  laid  for  a substantial  expansion  of  this  program  in 
fiscal  year  I960. 

There  was  a balance  of  some  $3  million  remaining  out  of  the  $8 
million  specially  authorized  by  Congress  for  strengthening  the  train- 
ing and  personnel  aspects  of  the  program  which  the  executive  branch 
did  not  use  for  other  technical  cooperation  purposes,  even  though 
the  need  existed,  because  of  the  special  purposo  for  which  it  was  made 
available  by  Congress.  . 

Throughout  fiscal  year  1959,  the  proposed  fiscal  year  1960  techni- 
cal cooperation  program  has  been  under  review  on  the  basis  of  ex- 
perience, to  determine  whether  the  proposed  expansion  could  be  effec- 
tively implemented,  primarily  in  terms  of  recruitment  of  American 
technicians  and  training  of  foreign  nations.  This  review  leaves  us 
confident  that  an  expanded  program  can  be  successfully  implemented. 

Restoration  of  $25.6  million  of  the  House  reduction  of  $29.5  mil- 
lion would,  together  with  the  carryover  of  the  estimated  $3.9  million 
of  prior  year  unobligated  funds,  provide  the  $179.5  million  requested 
by  the  President  for  fiscal  year  1960. 

I sincerely  hope  this  committee  will  decide  to  restore  the  amount 
indicated. 

BPECIAL  ASSISTANCE 

The  President  requested  $272  million  for  special  assistance.  The 
authorization  bill  provides  for  $247.5  million. 

The  House  bill  contains  only  $200  million,  or  $72  million  below 
the  amount  originally  requested. 

The  fiscal  year  1959  appropriation  for  special  assistance  was  $200 
million,  but  actual  obligations  were  $278.2  million,  which  made  nec- 
essary the  use  of  the  President’s  contingency  fund  and  other  sources 
totaling  $78.2  million. 

The  special  assistance  has  taken  by  far  the  sharpest  reduction  of 
all.  Special  assistance  is  a flexible,  multipurpose  tool  which  is  pro- 
gramed to  counter  Soviet  thrusts,  to  prevent  political  and  economic 
collapse,  to  combat  disease,  and  to  achieve  specific  United  States 
policy  or  objectives. 

Cuts  weaken  the  President’s  capability  and  they  hand  the  Com- 
munists opportunities  to  exploit  exposed  and  weak  nations. 

Special  assistance  programs  can  be  classified  into  three  groups : 

1.  Those  which,  for  good  and  sufficient  reasons,  must  be  increased 
over  last  year’s  level ; 

2.  Those  which  are  relatively  inflexible ; and 

3.  Those  which  would  have  to  bear  the  brunt  of  the  reduction  of 
funds  available  for  special  assistance. 

PROGRAMS  REQUIRING  INCREASES 

The  malaria  eradication  program  is  both  an  important  humani- 
tarian program,  and  a most  important  economic  program.  If 
eradication  is  to  be  achieved,  funds  provided  this  year  must  be  in 
greater  magnitude  than  last  year.  Last  year  $25  million  was  pro- 
vided, and  this  year  $35  million  is  required. 

This  increase  is  required  if  the  momentum  of  this  urogram  is  not 
to  be  lost.  If  this  activity  does  not  accelerate  as  planned  from  a 
technical  point  of  view,  there  is  danger  that  the  advances  made  to 
date  would  be  lost,  jeopardizing  much  of  the  U.S.  investment  made. 
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At  a meeting  of  the  Baghdad  Pact  nations  in  January  1958,  Secre- 
tary Dulles  committed  the  United  States  to  providing  up  to  $10  mil- 
lion for  it  vital  telecommunications  link  between  the  capitals  of  the 
Middle  Eastern  members  of  the  pact. 

It  is  anticipated  that,  although  no  funds  were  required  last  year, 
at  least  $5  million  will  havo  to  be  provided  for  fiscal  year  1960. 

The  United  Nations  emergency  force  requires  a voluntary  U.S. 
contribution  of  $3%  million  for  this  year.  This  force  is  essential  for 
security  in  the  Suez  area,  and  there  is  no  reasonable  alternative  to  the 
U.S.  support  of  this  United  Nations  force. 

PBOQRAMB  WHICH  ARE  RELATIVELY  INFLEXIBLE 

There  are  several  programs  which  because  of  political  commitments 
or  the  specific  nature  of  the  U.S.  interests  are  either  fixed  or  rela- 
tively inflexible. 

Two  examples  can  be  given : 

1.  Libya.  The  special  U.S.  interests  in  Libya  involve  the  continued 
operation  of  U.S.  military  installations  and  the  maintenance  of 
Libyan  pro-Western  orientation  in  this  critical  Africa  area. 

2.  Jordan.  The  preservation  of  the  independence  and  political  in- 
tegrity of  Jordan  is  essential  to  peace  and  stability  in  the  Middle  East 
and  thus  is  vital  to  U.S.  interests. 

Failure  to  maintain  conditions  of  stability  in  Jordan  would  have 
repercussions  throughout  the  area. 

In  view  of  its  limited  resources,  the  Government  cannot  even  main- 
tain normal  government  expenditures,  much  less  maintain  present 
military  forces  and  carry  forward  an  economic  development  program, 
without  major  external  assistance. 

PROGRAMS  THAT  WOULD  SUFFER  SEDUCTION  UNDER  PROPOSED  CUT  IN  SPECIAL 

ASSISTANCE 

The  programs  that  must  be  increased — malaria  eradication, 
Baghdad  Pact,  and  United  Nations  Emergency  Force — and  the  rela- 
tively inflexible  programs;  were  proposed  for  $154.5  million  in  fiscal 
year  1960, 

No  significant  reductions  are  possible  within  this  amount. 

Therefore,  the  House  appropriation  level  only  leaves  the  difference 
between  this  $154.5  million  and  $200  million,  namely,  $45.5  million, 
to  carry  out.  all  of  the  remaining  special  assistance  programs, 

Among  the  principal  remaining  programs  to  be  financed  at  this 
recommended  level  of  appropriation  are  the  following  13  programs : 
Berlin,  Bolivia,  Yugoslavia.  Indonesia,  Sudan,  Nepal,  Ethiopia, 
Liberia,  Tunisia,  Somalia,  Afghanistan,  Haiti,  and  the  American 
schools. 

Last  year,  these  same  13  programs  utilized  $105.8  million,  as  com- 
pared with  the  $45%  million  available  to  them  if  the  present  proposed 
appropriation  level  of  $200  million  stands. 

Thus,  cutting  this  appropriation  to  $200  million  of  necessity  means 
cutting  the  total  from  special  assistance  for  these  programs  by  more 
than  50  percent. 

These  13  programs  to  which  the  recommended  slicing  of  the  special 
assistance  appropriation  would  apply,  are: 
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1.  Berlin.  It  is  imperative  at  this  juncture  to  maintain  our  support 
for  this  island  of  freedom ; 

2.  Nepal.  In  view  of  the  heavy  competition  with  the  Soviet  and 
Chinese  Communists  in  this  country,  it  would  be  politically  dangerous 
to  reduce  the  program,  small  as  it  is. 

3.  Ethiopia.  The  Soviet  Union  has  recently  granted  Ethiopia  a 
$100  million  line  of  credit.  Now  is  no  time  for  retrenchment  in  this 
program,  small  as  it  is. 

4.  Somalia.  This  program,  which  last  year  was  less  than  $1  million, 
provides  little  opportunity  for  saving  in  money,  and.  in  fact,  moderate 
increases  are  required  as  this  territory  prepares  itselr  for  independence 
in  1900. 

5.  Indonesia.  The  situation  in  Indonesia,  where  the  battle  for  men’s 
minds  is  in  delicate  balance,  calls  for  stability  in  U.S.  policy. 

6.  Bolivia.  We  are  all  aware  that  the  situation  in  Bolivia  is  most 
dangerous.  Our  support  of  that  country  remains  a critical  necessity 
from  an  overall  hemispheric  point  of  view. 

7.  Yugoslavia.  Our  assistance  is  a part  of  our  support  of  this  coun- 
try’s independence  from  the  Soviet  bloc. 

8.  Tunisia..  Our  program  is  required  to  secure  our  mutual  economic 
objectives  and  to  maintain  the  strong  Western  orientation  of  this 
newly  independent  Arab  nation. 

9.  Aid  to  American  schools.  This  valuable  program  received  $4.25 
million  last  year,  and  a similar  amount  should  be  provided  to  continue 
the  effort  al  ready  underway. 

Similar  dangers  exist  in  cutting  the  other  four  programs — Liberia, 
Afghanistan,  Sudan,  and  Haiti.  Some  savings  may  be  possible,  but 
can  we  save  50  percent  and  still  protect  the  interests  of  the  United 
States. 

Moreover,  no  money  will  be  available  for  several  new  programs  un- 
less the  total  for  these  13  programs  is  cut  by  more  than  50  percent. 
These  new  programs  of  community  water  supply,  international  med- 
ical research,  and  investment  incentive,  represent  new  approaches  to 
old  problems,  the  solutions  of  which  are  most  important  from  the 
United  States  point  of  view. 

Here,  again,  I urge  the  appropriation  of  the  full  $247.5  million 
authorizes. 

INVESTMENT  INCENTIVE  t'UNi)  PROGRAM 

The  executive  branch  request  for  special  assistance  funds  included 
$5  million  for  projects  and  programs  to  encourage  local  and  foreign 
private  investment  in  the  developing  countries. 

However,  the  House  Appropriations  Committee  report  on  the 
Mutual  Security  Appropriations  Act,  1960,  states: 

The  committee  has  specifically  denied  the  $5  million  requested  for  the  invest- 
ment incentive  fund  program. 

International  Cooperation  Administration  for  years  has  financed 
many  projects  to  encourage  local  and  foreign  private  investment 
within  regular  country  programs. 

The  request  of  $5  million  for  the  investment  incentive  fund  was 
designed  to  give  new  and  greater  emphasis  to  building  up  the  private 
sector  of  less-developed  countries.  The  fund  would  permit  the  U.S. 
Government  to  move  quickly  on  emerging  investment  opportunities 
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and  to  test  new  techniques  for  the  countries  themselves  to  build  on  in 
future  years. 

Despite  the  interpretation  of  the  House  Appropriations  Committee, 
this  is  not — I repeat,  not — a program  to  increase  the  demand  for 
U.S.  Government  aid.  It  is  precisely  the  opposite. 

It  is  a program  to  stimulate  local  private  capital  and  to  increase 
the  opportunities  for  foreign  private  and  local  capital  to  do  the  jobs 
which  public  aid  is  increasingly  being  called  on  to  do. 

In  many  countries  there  is  a discernible  willingness  on  the  part 
of  the  governments  to  exert  greater  efforts  to  encourage  private 
investment.  The  United  States  should  encourage  these  attitudes 
which  have  contributed  so  much  to  our  strength  as  a nation. 

EFFECT  or  HOUSE  LANQUAOE 

The  language  in  the  House  report,  if  followed  as  a congressional 
directive,  would : 

A.  Seriously  cripple  the  ability  of  the  U.S.  Government  to  imple- 
ment the  Straus  report  recommendations,  prepared  in  response  to 
section  413(c)  of  tlio Mutual  Security  Act; 

B.  Create  confusion,  in  the  minds  of  the  peoples  and  governments 
of  the  developing  countries  as  to  the  priority  the  U.S.  Government 
places  on  private  enterprise. 

I urge  that  the  Senate  Appropriations  Committee  oppose  the  House 
directive  and  make  a positive  reference  to  the  intended  use  of  avail- 
able special  assistance  funds  specifically  for  the  private  investment 
program. 

ADMINISTRATIVE  EXPENSES 

I am  somewhat  mystified  by  the  action  of  the  House  Appropriations 
Committee  and  the  House  in  reducing  the  amount  of  administrative 
expenses  from  $39.5  million  to  $37  million. 

Obligations  during  fiscal  year  1959  exceeded  $36  million  as  com- 
pared to  the  appropriation  of  $33  million  for  this  purpose  for  fiscal 
year  1969. 

The  appropriation  had  to  be  supplemented  to  meet  the  costs  of 
the  pay  raise  voted  by  the  Congress  for  all  employees  and  also  to 
finance  certain  improvements  in  the  personnel  and  training  systems 
of  ICA  which  were  sponsored  initially  by  the  action  of  the  House 
in  adding  $8  million  to  the  authorization  for  technical  cooperation  for 
fiscal  year  1959,  which  action  was  later  endorsed  by  the  Senate  in 
the  authorization  bill  and  by  both  Houses  in  the  appropriation  bill. 

Parts  of  the  costs  involved  in  improving  these  systems  are  chargeable 
normally  to  administrative  expenses  and  the  1659  appropriation  was 
supplemented  in  the  amount  of  $1,050,000  by  the  transfer  from  the 
technical  cooperation  account. 

The  effort  undertaken  to  meet  the  congressional  mandate  during 
fiscal  year  1959  will,  of  course,  cost  moro  than  $1,050,000  during  fiscal 
year  1960.  Many  of  the  personnel  involved  could  not  be  hired  until 
some  period  after  the  legislation  was  enacted  and  the  cost  of  maintain- 
ing them  on  the  payroll  for  the  full  fiscal  year  rather  than  the 
partial  fiscal  year  explains  this  increase  in  part. 

Approximately  $1.7  million  of  the  increase  requested  for  fiscal 
year  1960  is  for  full  year  salary  costs  and  related  expenses  of  posi- 
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tions  for  which  only  part  year  funding  was  provided  for  in  fiscal  year 
1959. 

If  the  action  of  the  House  on  this  item  is  sustained,  we  will  be  faced 
with  the  serious  dilemma  of  having  inaugurated  improved  personnel 
and  training  programs  and  yet  be  deprived  of  the  funds  necessary 
to  finance  such  programs. 

Approximately  $1  million  of  the  fiscal  year  1960  increase  is  for  per- 
sonnel and  related  costs  to  strengthen  field  missions  in  Africa  and 
Latin  America.  It  is  proposed  to  add  68  Americans  and  194  foreign 
nationals  to  be  assigned  to  the  newly  developing  programs  in  Africa. 

No  increase  is  being  requested  in  Washington  employment  above 
that  authorized  in  fiscal  year  1959. 

I urge  most  strongly,  therefore,  that  the  committee  give  favorable 
consideration  to  restoring  $2,375,000  to  this  appropriation  which,  to- 
gether with  reappropriated  unobligated  prior  year  funds  estimated 
at  $125,000  would  provide  the  full  $39%  million  requested. 

OTHER  RESTRICTIVE  PROVISIONS 

Lastly,  I should  like  to  record  my  strong  opposition  to  two  provi- 
sions or  the  House  appropriation  bill  which,  if  retained  by  the  Con- 
gress,  would  hamstring  ICA  in  its  administration  of  the  program. 

The  House  bill  prohibits  the  use  of  defense  support,  special  assist- 
ance, and  the  contingency  fund  for  projects  which  have  not  met  the 
feasibility  standards  prescribed  by  the  Budget  Bureau  for  U.S.  flood 
control,  reclamation,  and  related  resource  programs. 

ICA  endorses  the  principle  that  its  projects  be  evaluated  from  the 
standpoint  of  economic  and  technical  feasibility.  We  consider  section 
517  or  the  Mutual  Security  Act,  enacted  last  year,  to  be  a highly  con- 
structive provision.  It  requires  engineering  studies  and  firm  cost  esti- 
mates on  all  projects  of  over  $100,000. 

ICA  is  carefully  implementing  this  provision  and,  in  our  judgment, 
it  fully  assures  that  the  projects  are  evaluated  before  undertaken. 

We  oppose  the  new  provision  of  the  House  bill,  not  only  because  it 
is  unnecessary,  but  because  the  Budget  Bureau  standards  for  U.S. 
projects  are  not  suited  to  the  conditions  in  underdeveloped  countries, 
or  to  the  requirements  of  foreign  policy : 

First,  the  Budget  Bureau  standards  apply  only  to  water  and  land 
resource  projects,  while  ICA’s  projects  range  from  small  loan  funds 
to  commodity  imports ; 

Second,  the  application  of  the  Budget  Bureau's  criteria  depends 
upon  the  availability  of  reliable  statistics  which  are  not  generally 
available  in  underdeveloped  areas. 

Third,  many  ICA  projects — for  example  in  the  fields  of  education, 
health,  or  public  administration— do  not  lend  themselves  to  economic 
assessment. 

Lastly,  the  ICA  programs  involve  a wide  range  of  political  and 
economic  objectives.  It  is  impossible  to  translate  foreign  policy  and 
national  security  benefits  into  dollars  and  cents.  It  is  necessary  to  use 
judgment,  not  preserilicd  criteria,  in  determining  the  considerations 
and  their  relative  weights  to  be  used  in  assessing  the  benefits  of  a 
project. 
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CONTRACTING  PROVISION 

Tho  second  provision  of  the  House  bill  to  which  I object  most 
strongly,  prohibits  tho  use  of  mutual  security  funds  for  contracting 
with  uny  person  or  company  who  provides  compensation  to  any 
person  who  has  loft  ICA  within  2 years  of  the  date  of  employment 
with  such  person  or  company. 

This  provision  singles  out  the  employees  of  one  U.S.  Government 
agency  for  a harsh  and  inequitable  penalty  and  will  make  it  vir- 
tually impossible  to  recruit  top  stall'  in  tho  future,  since  their  em- 
ployment possibilities  upon  leaving  ICA  will  bo  greatly  restricted. 

The  provision  would  affect  a wido  segment  of  the  U.S.  business 
community,  including  commodity  suppliers  us  woll  as  tho  11101*0  than 
50  educational  institutions  undor  contract  with  ICA. 

Thus,  it  sharply  curtails  tho  private  employment  opportunities  of 
ICA’s  presont  and  prospective  employees  including  consultants.  It 
would  apply  to  all,  including  those  with  years  of  honorable  sorvico 
without  a blemish  on  thou  records. 

The  provision  would  not  only  affect  present  employees,  but  would 
also  seriously  hamper  recruitment. 
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People  would  be  understandably  reluctant  to  accopt  ICA  employ* 
ment  in  viow  of  tho  major  restriction  on  their  future  employment 
and  the  9lur  on  the  agency.  It  would  frustrate  our  ability  to  omploy 
experts  and  consultants  for  short-term  assignments. 

The  retroactive  nature  of  the  provision  could  force  contractors  to 
fire  former  ICA  employees  who  entered  into  employment  with  them 
in  good  faith. 

Lastly,  the  provision  is  unnecesary.  Statutes  and  regulations  in 
force,  including  section  612  of  the  Mutual  Security  Act,  prohibit  im- 
proper activity  and  prescribe  harsh  penalties  for  violations. 

Furthermore,  existing  ICA  regulations  tightly  control  the  relations 
between  International  Cooperation  Administration  employees  and 
contractors  which  could  lead  to  personal  gain. 

In  conclusion,  I ask  you  to  reflect  upon  the  probable  results  to  U.S. 
interests,  prestige,  and  security,  and  on  the  peace  and  progress  of  the 
free  world  if  the  appropriations  for  mutual  security  are  reduced  be- 
low the  authorization  level,  which  in  itself  hns  been  reduced  from  the 
amount  requested  by  the  President. 

I cannot  present* to  you  a chart  or  statement  showing  that  for  10 
percent  less  wo  will  get  10  percent  less  security  or  ponce. 

The  problems  which  we  face  are  complex  ana  do  not  lend  them- 
selves to  such  arithmetic  analysis.  We  do  know  that  aid  below  the 
requested  level  will  result  in  mensurable  decline  in  economic  or  finan- 
cial status  in  many  places,  in  such  forms  as  reduced  imports,  rising 
prices,  and  decline  in  reserves. 

This  type  of  deterioration,  I can  say  with  assurance  will,  if  allowed 
to  continue,  culminate  in  economic  or  political  instability,  or  both. 

The  salvaging  of  U.S.  interests  at  time  of  such  culmination  will  be, 
if  it  is  possible  at  all,  more  expensive  than  if  prudent  minimum  levels 
of  assistance  were  continued. 

I ask  that  you  also  reflect  on  the  psychological  effect  of  such  severe 
reductions  at  this  time. 
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KKKKCT  OK  OOOPKRATIVK  INTERNATfONAI.  l*Or.lC!KH 

In  tho  past  yoar,  n number  of  nations  have  ovuleneed  n posi- 
tive swing  toward  greater  understanding  of  and  respect  for  tiio  poli- 
cies and  actions  of  this  Nation.  This  trend  may  in  minor  part  be 
attributed  to  reaction  against  actions  by  the  Sino-Sovict  bloc,  but  it 
clearly  is  in  major  part  a result.  of  our  steadfast  adherence  to  funda- 
mental principles  and  of  our  consistent  responsible  exercise  of  co- 
operative international  policies  of  which  the  mutual  security  pro- 
gram is  one. 

Chairman  IFayofn.  The  prepared  statement  of  Mr.  Itiddloberger 
will  bo  inserted  in  the  record. 

(The  statement  reforred  to  follows :) 

Mr.  Chairman  and  members  of  tho  committee,  I welcome  this  opportunity  to 
appear  before  you  for  the  f! rut  time  In  my  capacity  as  the  Director  of  the  Inter- 
national Cooperation  Administration  to  mipport  those  elements  of  tho  fiscal  year 
11X10  mutual  security  program  appropriations  request  which  are  the  responsl- 
blllty  of  IOA,  Including  defense  support,  special  assistance,  technical  coopera- 
tiou  and  ICA  administrative  expenses. 

SUMMARY  KVAf.UATION  OK  THE  PROOHAM 

The  mutual  security  program  and  It«  predecessors  represent,  in  my 
opinion,  an  effective  tool  In  tho  attainment  of  our  country's  foreign  policy  objec- 
tives. I have  personally  observed  and  participated  In  this  program  In  both  the 
developed  and  underdeveloped  pnrts  of  Europe  for  over  10  years  and  can 
confirm  Its  success  In  Europe  in  terms  of  our  foreign  policy  objectives.  Without 
this  program,  not  only  would  the  map  of  Europe  be  very  different  today,  but  In 
my  opinion  we  should  have  been  compelled  to  expend  for  defense  amounts 
exceeding  the  cost  of  these  programs  In  Europe,  and  our  overall  defense  posturo 
would  be  far  less  secure  than  It  Is  today. 

It  bus  helped  Ibe  free  countries  of  Europe  to  maintain  a military  posture 
which  has  significantly  contributed  to  deterring  or  preventing  Communist  ex- 
pansion by  force  of  arms.  NATO  and  our  complex  of  strategic  bases  in  Spain 
are  a direct  consequence  of  this  program. 

Without  this  program  the  Communist  rebels  would  have  taken  over  Greece. 
It  tR  almost  ImtJORNlblo  to  reconstruct  In  our  minds  today  the  apparently  hope- 
less position  of  the  free  forces  In  Greece  In  the  late  1040's  when  their  authority 
In  Athens  Itself  extended  only  over  n few  blocks. 

It  has  helped  the  free  countries  of  Europe  to  moot  nu  Imlnont  internal  threat 
to  their  Independence  arising  out  of  tlielr  economic  collapse.  It  Is  doubtful  tbnt 
either  France  or  Italy  would  be  free  countries  today  In  the  absence  of  this 
program. 

Economic  assistance  has  mndo  It  more  feasible  for  at  least  one  satellite  coun- 
try to  break  Its  ties  with  Moscow.  Yugoslavia  Is  a case  where  aid  has  helped 
to  make  the  bloc  smaller  and  diminished  Its  central  lotnlitnrinn  character. 

Economic  assistance  under  this  program  has  directly  hcnetltted  the  trmlo  and 
commerce  and  thereby  the  livelihood  of  the  whole  freo  world.  Tho  economic 
recovery  of  Western  Kuro]>c  has  been  a major  boon  to  all  free  nations. 

Also  noteworthy  Is  the  fact  thut  today  Turkey,  Greece,  India,  and  others  nro 
receiving  substantial  help  from  the  European  countries  which,  10  short  years 
ago.  wore  themselves  at  the  edge  of  economic  chaos. 

These  accomplishments  which  I have  |H>rnormlly  observed  In  Europe  frequently 
tend  to  bo  forgotten  in  the  context  of  tho  administrative  problems  we  are  con- 
fronted with  In  this  program;  problems  which  have  become  far  more  difficult 
as  the  program  has  centered  Increasingly  on  tliu  lesser  developed  nations  of  the 
world. 

It  Is  possibly  In  this  area  that  our  foreign  nld  programs  have  received  their 
greatest  criticism  In  recent  years.  In  part,  this  criticisms  hue  been  unjustified 
and  results  from  fnllure  to  recognize  thnt  where  a major  program  Is  carried 
out  In  a seriously  underdeveloped  country,  the  problems  of  administration  ere 
Infinitely  more  difficult  than  those  faced  in  Europe.  Circumstances  mny  re- 
quire, or  foreign  policy  reasons  may  demand,  that  we  administer  an  assistance 
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program  In  a country  whose  economy  is  disrupted,  or  whose  political  system  Is 
weak,  or  whose  finances  nre  chnotlc,  or  whose  i<ubllc  ethical  standards  differ 
from  those  who  are  accustomed  to.  Often  these  very  shortcomings  are  the  fun- 
damental reasons  which  compel  special  assistance  or  defense  support.  There  have 
oeen  difficult  problems  in  inducing  American  personnel  to  take  up  service  in 
some  of  these  countries,  for  reasons  which  are  fairly  apparent  In  view  of  recent 
and  present  circumstances.  In  Korea,  for  some  time,  American  technicians  were 
not  allowed  to  bring  their  wives  and  families  because  of  inadequate  housing 
and  living  conditions;  in  Vietnam  frequent  assassinations  and  terrorist  activities 
continue,  although  on  a reduced  ti'ale;  Taiwan  Is  still  menaced  by  the  constant 
threat  of  a renewed  outbreak  of  hostilities ; Afghanistan  and  Laos  are  extremely 
isolated  countries  with  very  difficult  living  conditions.  The  major  programs  In 
such  countries  cannot  bo  accomplished  overnight  and  are  fraught  with  many 
problems  and  many  dangers. 

However,  with  the  benefit  of  hindsight,  it  is  now  apparent  that  the  United 
States  could  have  coped  with  some  of  these  administrative  problems  more  effec- 
tively than  It  did.  Progress  Is  being  mude  In  the  field  of  administration  but 
more  remains  to  be  done,  and  I Intend  to  make  & major  effort  in  this  field. 
Language  training,  personnel  recruitment  and  inservice  training,  for  example, 
have  all  been  greatly  stepped  up.  Internal  audits  and  evaluations  of  programs 
have  been  increased.  A career  system  for  specialists  In  the  overseas  economic 
assistance  programs  is  being  established. 

CONGRESSIONAL  RELATIONS 

This  Is  my  first  opportunity  to  play  a major  role  In  supporting  the  mutual 
security  program  before  the  Congress.  I look  forward  to  a continued  construc- 
tive association.  In  this  association  I hope  to  be  guided  by  two  principles — 
candor  and  cooperation. 

Within  my  powers,  I shall  not  withhold  facts  no  matter  how  damaging  they 
may  be.  I shall  assume  personal  responsibility  for  all  decisions  which  I make, 
but  I shall  treat  as  privileged  the  Judgments  and  recommendations  of  my  staff 
which  were  considered  In  reaching  my  decisions.  Honest  differences  of  opinion 
are  the  price  of  an  independent  and  imaginative  staff. 

We  welcome  the  opportunity  to  expluln  the  program  and  to  discuss  contro- 
versial points  with  you  fully,  at  all  times  of  the  year.  But  I venture  to  hope 
that  cooperation,  by  definition.  Is  a two-way  matter.  I take  this  opportunity 
to  protest  against  section  113  of  the  House  appropriation  bill.  The  questions  of 
relationships,  disclosure  and  privilege  nre  extremely  important  and  fundamental. 

In  my  judgment,  however,  they  do  not  lend  themselves  to  a mechanical  solution 
such  as  Is  contained  in  the  House  bill.  I strongly  recommend  that  the  Senate 
oppose  this  provision. 

BEQUEST  FOB  APPROPRIATION S 

I should  like  to  turn  now  to  a discussion  of  the  President's  request  for  appro- 
priations for  the  defense  support,  technical  cooperation  and  special  assistance 
programs  administered  by  the  International  Cooperation  Administration.  The 
President  requested  authorization  and  appropriation  for  these  programs  totaling 
$1,280.3  million.  In  the  authorization  process  these  programs  wore  reduced  by 
$108.3  million. 

The  House  has  now  reduced  them  further  by  $12$  million,  offset  In  part  by 
reapproprlatlon  of  approximately  $5  million  in  unobligated  balances.  The  total 
effect  so  far  has  been  to  reduce  these  programs  by  over  $231  million,  or  approxi- 
mately 18  percent.  In  addition,  the  request  for  ICA  administrative  expenses, 
authorized  at  the  full  $39.5  million  requested  by  the  President,  has  been  reduced 
by  $2.5  million  to  $37  million. 

There  is  no  question  but  that  these  reductions  by  the  House  are  of  such  magni- 
tude as  to  weaken  unduly  one  of  our  principal  Instruments  for  foreign  policy. 

The  cuts  made  by  the  House  in  defense  support  and  special  assistance  are 
so  extreme  that  they  are,  as  the  President  said  on  July  24  with  respect  to  the 
total  of  the  cuts  proposed  by  the  House,  deeply  below  the  minimum  considered 
necessary  for  the  security  of  the  United  States  and  the  free  world.  The  reduc- 
tion of  approximately  one-sixth  in  funds  requested  for  technical  cooperation  will 
have  some  Immediate  adverse  consequences  In  fiscal  year  1960,  principally  In 
Africa  and  Latin  America,  but  the  major  adverse  effect  will  be  felt  in  future 
years  since  the  lack  of  human  skills  and  the  institutional  deficiencies  of  the 
underdeveloped  countries  represent  even  more  of  an  obstacle  to  the  progress  at 
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the  underdeveloped  countries  than  the  lack  of  capital.  The  cut  in  the  funds 
requested  for  administrative  expenses  can  only  result  in  less  efficient  use  of 
much  larger  amounts  of  program  funds. 

DEFENSE  SUPPORT 

The  House  bill  contains  a defense  support  appropriation  for  fiscal  year 
1960  of  only  $700  million.  This  compares  with  the  congressional  authorization 
of  $791  million.  In  fiscal  year  1950  Congress  authorized  $810  million  and  appro- 
priated $790  million.  But  actual  obligations  totaled  $808  million,  requiring  the 
use  of  $58  million  from  the  contingency  fund. 

The  House  appropriation  for  fiscal  year  1960  is  below  the  minimum  required 
for  a vigorous,  positive  program  Id  support  of  U.S.  objectives.  Seven  hundred 
million  dollars  will  only  buy  an  Inadequate  stopgap  program  and  would  Involve 
serious  risks  to  our  national  security. 

Defense  support  is  an  indispensable  Ingredient  of  U.S.  security.  It  provides 
economic  aid  to  12  nations  with  significant  military  forces  heyond  their  capacity 
to  support  unaided.  Eleven  of  the  twelve  are  found  on  the  perimeter  of  the 
Slno-Bovlet  bloc,  and  their  forces  provide  a valuable  deterrent  to  aggression  and 
a means  of  effective  defense  Involving  less  risk  of  spreading  the  war  than  if 
U.S.  forces  were  used.  The  12th,  Spain,  provides  imi>ortnnt  air  and  naval  bases 
to  the  United  States. 

The  Communist  threat  hns  increased  in  intensity  and  versatility.  The  Soviet 
bloc  will  certainly  probe  and  exploit  any  suspected  weakness  in  the  free  world 
defenses.  While  Its  efforts  and  Rklll  at  economic  penetrntfon  have  Increased, 
there  is  no  evidence  that  the  military  threat  has  in  any  way  diminished.  In 
fact,  there  is  considerable  evidence  to  the  contrary  during  the  past  12  months. 

In  the  Par  East  during  this  period  of  time  the  Red  Chinese  have  fiercely  at- 
tacked  the  offshore  Islands  and  pressed  their  claim  as  the  legitimate  government 
of  China.  The  Communist  Vlet-Mlnh  have  maintained  an  Insidious  campaign  of 
infiltration  and  terror  in  Vietnam  which,  during  the  past  12  months  alone,  hns 
taken  the  lives  of  two  Americans  and  of  hundreds  of  Vietnamese.  Lrob.  a weak 
nation  with  over  600  miles  of  common  border  with  the  Communist  bloc,  is  at 
this  very  moment  defending  itself  against  Communist  rebel  forces. 

Turning  to  the  Near  East,  we  see  the  Communists  exploiting  economic  weak- 
ness and  fear  of  retaliation  in  an  attempt  to  weaken  Greece's  vital  contribution 
to  NATO.  Iran,  although  recently  rejecting  a Soviet  Mlnteral  security  offer,  Is 
under  continual  Communist  pressure  and  faces  an  added  threat  from  the  politi- 
cal Instability  in  Iraq,  where  the  Communists  have  !>een  extremely  active  during 
the  past  year. 

Without  adequate  defense  support— both  as  a direct  source  of  military 
strength  and  ns  a tangible  symbol  of  continued  U.S.  support— the  task  of  resist- 
ing inexorable  Communist  pressure  will  be  magnified. 

But  defense  support  does  more  than  contribute  to  a defense  against  mtlitarv 
threats.  It  contributes  to  a firm  economic  and  political  bnse  In  12  relatively 
weak,  and  In  many  enses  new,  nations  beset  by  a variety  of  overwhelming  prob- 
lems. Without  political  and  economic  stability,  military  forces  become  n delu- 
sion and  a facade.  Such  a situation  la  ready-made  for  Communist  victory  by 
defanlt,  without  a shot  being  fired.  Pour  examples  of  the  role  of  defense  support 
In  this  respect  are  worth  citing. 

I-  Pakistan,  with  a new  and,  In  many  respects,  promising  government  and 
heavy  military  obligations,  is  in  an  extremely  precarious  economic  situation.  A 
rapidly  growing  population,  declining  markets  for  its  exports,  dangerously  de- 
pleted foreign  exchange  reserves,  and  Idle  factories  and  manpower  characterize 
a country  on  the  margin  of  privation.  Thin  situation  allows  very  little  flexibility 
In  U.S.  afd  levels.  Defense  support  Is  the  margin  of  economic  survival. 

2.  Korea,  with  an  army  two-thirds  the  size  of  the  U.R.  Army,  and  with  limited 
natural  resources,  must  struggle  to  maintain  economic  stahllitv  nnrt  to  increase 
production  and  employment  apace  with  its  growing  population  at  a time  when  the 
North  Koreans  are  continuing  their  military  hnltrinp. 

2.  Turkey  hag  recently  undertaken  a broad  stabilization  program  designed  to 
revitalize  its  economy.  Defense  support  has  made  a major  contribution  to  Hint 
effort.  Sharp  reductions  would  Jeopardize  the  stabilization  program,  delay  dis- 
proportionately Turkey’s  prospects  for  ultimate  self-sufficiency,  and  raise  doubts 
about  U.S.  Interest  in  Turkey's  long-run  economic  growth. 

4.  Cambodia  is  a major  Commnnlst  target  for  economic  penetration.  Ornnt 
aid  and  attraotlve  trade  proposals  ore  favored  technique*.  To  date,  Cambodia 
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has  resisted  Cornmnnist  inroads  Into  the  military  establishment  and  other  vital 
organB  of  government.  Any  lessening  of  free  world  support  might  make  It 
increasingly  difficult  for  this  Nation  to  resist  the  pressure. 

Even  though  defense  support  is  an  indispensable  ingredient  of  military 
strength,  It  does  not  follow  that  reductions  in  military  assistance— assuming  for 
the  minute  that  they  were  desirable — would  Justify  reductions  In  defense  support. 
Defense  support  requirements  bear  no  precise  relationship  to  tbe  site  of  the 
military  assistance  program  in  the  12  recipient  countries.  And  cuts  in  military 
assistance  will  not  necessarily  lead  to  reductions  in  country  military  budgets 
or  force  levels  wblcb  are  basic  determinants  of  defense  support  requirements. 

It  may  be  possible  to  accommodate  defense  support  reductions  In  part  by  defer* 
ring  requirements.  Inventories  and  foreign  exchange  reserves  can  be  drawn 
down  below  the  danger  point,  deficit  financing  can  be  used  to  meet  military  budget 
requirements,  and  the  defense  support  pipeline  can  be  depleted  below  safety 
levels.  Such  measures,  however,  only  delay  progress  toward  greater  self-suffi- 
ciency and  retard  the  objective  of  eventually  shifting  the  burden  of  the  support 
of  these  forces  from  the  United  States.  I therefore  urge  the  appropriation  of  the 
full  $751  million  which  is  authorized. 

BILATERAL  TECHNICAL  COOPERATION 

The  executive  branch  has  requested,  and  the  Congress  has  authorized,  $179.5 
million  for  bilateral  technical  cooperation  in  fiscal  year  1969.  The  House  bill 
contains  only  $150  million  for  this  purpose,  the  same  amount  as  was  authorized 
and  appropriated  for  fiscal  year  1959. 

This  reduction,  In  a small  but  highly  effective  program,  strikes  me  as  short- 
sighted. The  magnitude  of  the  need  which  the  program  is  designed  to  meet  and 
the  opportunity  it  provides  for  America  to  strike  a telling  blow  against  Ignorance 
and  disease  call  for  vision  not  for  parsimony. 

Motivated  by  both  humanltarlanlsm  and  enlightened  self-interest,  technical 
cooperation  is  one  of  the  most  effective  overseas  programs  ever  initiated  by  the 
United  States.  It  brings  political  and  psychological,  as  well  as  economic,  benefits. 

It  is  a means  of  uniting  Americana  and  the  people  of  the  lesser  developed  nations 
In  a common  attack  on  problems  of  economic  growth,  education,  health  and  hu- 
man dignity.  In  proportion  to  Its  costs,  the  returns  are  great 
The  effectB  of  this  cut  of  nearly  one-sixth  of  the  proposed  program  for  fiscal 
year  1060  will  be  felt  in  many  of  the  underdeveloped  nations  of  the  free  world. 

Technical  cooperation  has  played  a major  role  in  our  foreign  policy  In  the 
Western  Hemisphere.  The  executive  branch  has  proposed  a 25  percent  expan- 
sion in  Latin  American  technical  cooperation.  While  this  expansion  Is  large  in 
terms  of  percentage,  the  money  required  {$9  million)  Is  not  large  and  the  policy 
reasons  for  the  expansions  are  demanding.  It  makes  no  sense  to  provide  for 
expanded  capital  flow  to  our  neighbors  through  the  DLF,  IRBD,  the  new  Inter- 
American  Bank  and  the  Export-Import  Bank  if  we  do  not  at  the  same  time  enable 
a development  of  the  human  and  institutional  resources  to  absorb  and  utilize 
effectively  this  capital  flow. 

The  worldwide  increase  requested  for  fiscal  year  1960  would  have  allowed 
close  to  a 60  percent  expansion  for  Africa  for  only  $6.3  million.  The  Senate 
Committee  on  Foreign  Relations  welcomed  the  Increased  activity  In  Africa. 
The  continent  of  Africa,  witnessing  a succession  of  newly  Independent  nations, 
and  the  awakening  of  political  freedoms  and  ambitions,  will  become  a major 
battleground  for  men’s  minds.  Ghana,  Guinea,  and  Tunisia  have  already 
changed  the  map,  with  Nigeria,  Somalia  and  others  soon  to  follow.  Rich  iu 
human  energy  and  natural  resources,  but  deficient  in  the  skills  required  for  effec- 
tive government  and  technical  progress,  it  Is  imperative  that  the  United  States 
share  its  knowledge  with  these  eager  and  promising  peoples.  The  Communists 
will  not  fail  to  exploit  any  opportunities  we  thrust  upon  them.  The  cost  is  low 
and  the  stakes  are  high.  In  Asia,  tbe  increases  requested  are  relatively  small. 

In  countries  supporting  large  military  forces,  technical  cooperation  is  a means 
of  stimulating  economic  development  and  self-Bufflciency,  thus  decreasing  the 
long-run  cost  to  tbe  United  States. 

The  House  bill  has  not  only  cut  the  funds  availnble  for  technical  cooperation, 
but  the  House  Appropriations  Committee  stated  that  both  the  number  and  Indi- 
vidual cost  of  training  for  each  participant  In  the  program  be  reduced.  The 
President's  appropriation  request  would  have  financed  the  training  of  10,600 
foreign  technicians,  an  increase  of  10  percent  from  1959.  In  my  view  this  is  one 
of  the  most  effective  elements  In  tbe  technical  cooperation  program.  It  not  only 
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provides  much  needed  technical  skills,  but  also  exposes  potential  leaders  to  the 
American  way  o f life.  Frankly,  I cannot  understand  the  reason  underlying  the 
statement  by  the  House  Appropriations  Committee.  It  is  inconsistent  with  the 
findings  of  the  Committee  on  Foreign  Affairs  which  stated,  “The  participant 
training  program  has  been  augmented  with  emphasis  on  English  language  train- 
ing facilities  in  the  less-developed  countries  and  on  supporting  services  both'  In 
the  United  States  and  abroad*  The  committee  Is  pleased  with  the  progress 
made.”  Moreover,  Congress  appropriated  $8  million  for  1950  to  allow,  in  part, 
a more  effective  participant  program.  I strongly  recommend  that  the  Senate 
oppose  this  provision. 

In  fiscal  year  1950  well  over  99  percent  of  the  funds  available  for  the  general 
purposes  of  technical  cooperation  was  effectively  obligated  and  the  base  was  laid 
for  a substantial  expansion  of  this  program  In  fiscal  year  1990.  There  was  a 
balance  of  some  $3  million  remaining  out  of  the  $8  million  specially  authorized 
by  Congress  for  strengthening  the  training  and  personnel  aspects  of  the  pro- 
gram which  the  executive  branch  did  not  use  for  other  technical  cooperation 
purposes— even  though  the  need  existed— because  of  the  special  purpose  for 
which  It  was  made  available  by  Congress. 

Throughout  fiscal  year  1959  the  proposed  fiscal  year  1960  technical  cooperation 
program  has  been  under  review  on  the  basis  of  experience  to  determine  whether 
the  proposed  expansion  could  be  effectively  Implemented,  primarily  In  terms  of 
recruitment  of  American  technicians  and  training  of  foreign  nationals.  This 
review  leaves  us  confident  that  an  expanded  program  can  be  successfully  Imple- 
mented. 

Restoration  of  $25.6  million  of  the  House  reduction  of  $29.5  million  would, 
together  with  the  carryover  of  the  estimated  $3.9  million  of  prior  year  unobli- 
gated funds,  provide  the  $179.5  million  requested  by  the  President  for  fiscal 
year  1960.  I sincerely  hope  this  committee  will  decide  to  restore  the  amount 
indicated. 

SPECIAL  ASSISTANCE 

The  President  requested  $272  million  for  special  assistance.  The  authorization 
bill  provides  for  $247.5  million.  The  House  bill  contains  only  $200  million,  or 
$72  million  below  the  amount  originally  requested.  The  fiscal  year  1959  appro- 
priation for  special  assistance  was  $200  million,  but  actual  obligations  were 
$278.2  million,  which  made  necessary  the  use  of  the  President’s  contingency  fund 
and  other  sources  totaling  $78.2  million. 

This  special  assistance  has  taken  by  far  the  sharpest  reduction  of  all.  Special 
assistance  Is  a flexible,  multipurpose  tool  which  Is  programed  to  counter  Soviet 
thrusts,  to  prevent  political  and  economic  collapse,  to  combat  disease,  and  to 
achieve  specific  U.S.  policy  or  objectives.  Cuts  weaken  the  President’s  capability 
and  hand  the  Communists  opportunities  to  exploit  exposed  and  weak  nations. 

Special  assistance  programs  can  be  classified  Into  three  groups:  (1)  those 
which,  for  good  and  sufficient  reasons,  must  be  increased  over  last  year’s  level; 
(2)  those  which  are  relatively  Inflexible;  and  (8)  those  which  would  have  to 
bear  the  brunt  of  the  reduction  of  funds  available  for  special  assistance. 

Programs  requiring  increases 

The  malaria-eradication  program  is  both  an  important  humanitarian  program 
and  a most  important  economic  program.  If  eradication  is  to  be  achieved,  funds 
provided  this  year  must  be  in  greater  magnitude  than  last  yeor.  Lnst  year  $25 
million  was  provided,  and  this  year  $35  million  is  required.  This  increase  Is 
required  If  the  momentum  of  this  program  is  not  to  be  lost.  If  this  activity  does 
not  accelerate  as  planned  from  a technical  point  of  view,  there  is  danger  that 
the  advances  made  to  date  would  be  lost,  jeopardizing  much  of  the  U.9.  Invest- 
ment made. 

At  the  meeting  of  the  Baghdad  Pact  nations  in  January  1958  Secretary  Dulles 
committed  the  United  States  to  providing  up  to  $10  million  for  a vital  telecom- 
munications link  between  the  capitals  of  the  Middle  Eastern  members  of  the 
pact.  It  is  anticipated  that,  although  no  funds  were  required  last  year,  at  least 
$5  million  will  have  to  be  provided  for  fiscal  year  1960. 

The  United  Nations  Emergency  Force  requires  a voluntary  U.S.  contribution 
of  $3.6  million  for  this  year.  This  force  is  essential  for  security  in  the  Sues 
area,  and  there  Is  no  reasonable  alternative  to  U.S.  support  of  this  U.N.  force. 

Programs  which  are  relatively  inflexible 

There  are  several  programs  which  because  of  political  commitments  or  the 
specific  nature  of  the  U.S.  interests  are  either  fixed  or  relatively  inflexible. 
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Two  examples  can  be  given : ■»>. 

1.  Libya. — The  special  U.S.  interests  in  Libya  Involve  the  continued  operation 
of  U.S.  military  installations  and  the  maintenance  of  Libyan  pro-Western  orienta- 
tion In  this  critical  African  area. 

2.  Jordan. — The  preservation  of  the  independence  and  political  integrity  of 
Jordan  Is  essential  to  peace  and  stability  In  the  Middle  East  and  thus  Is  vital 
to  U.S.  interests.  Fnllure  to  maintain  coudltloAs  of  stability  In  Jordan  would 
have  repercussions  throughout  the  area.  In  view  of  Its  limited  resources,  the 
government  cannot  even  maintain  normal  government  expenditures  much  less 
maintain  present  military  forces  and  carry  forward  an  economic  development 
program,  without  major  external  assistance. 

Program*  that  would  suffer  reduction  under  the  proposed  cut  In  special  assistance 
The  programs  that  must  be  Increased  (malaria  eradication,  Baghdad  pact, 
and  United  Nations  Emergency  Force)  and  the  relatively  Indexible  programs 
were  proposed  for  $154.5  million  in  fiscnl  year  I960.  No  significant  reductions 
are  possible  within  this  amount.  Therefore,  tbe  House  appropriation  level  only 
leaves  the  difference  between  this  $154.5  million  and  $200  million,  namely,  $45.6 
million  to  carry  out  all  of  the  remaining  special  assistance  programs.  Among  the 
principal  remaining  programs  to  be  financed  at  this  recommended  level  of 
appropriation  are  the  following  13  programs:  Berlin,  Bolivia,  Yugoslavia,  Indo- 
nesia, Sndan,  Nepal,  Ethiopia,  Liberia,  Tunisia,  Somalia,  Afghanistan,  Haiti, 
and  the  American  schools.  Last  year,  these  same  13  programs  utilized  $105.8 
million,  as  compared  with  the  $45.5  million  available  to  them  If  the  present 
proposed  appropriation  level  of  $200  million  stands.  Thus,  cutting  this  appro- 
priation to  $200  million  of  necessity  means  cutting  the  total  from  special  assist- 
ance for  these  programs  by  more  than  50  percent. 

These  13  programs  to  which  the  recommended  slicing  of  the  special  assistance 
appropriation  would  apply  are : / 

1.  Berlin. — It  Is  imperative  at  this  juncture  to  maintain  our  support  for  this 
Island  of  freedom. 

2.  Nepal.— In  view  of  the  heavy  competition  with  the  Soviet  and  Ohlnese 
Communists  in  this  country.  It  would  be  politically  dangerous  to  reduce  the 
program,  small  as  it  Is. 

3.  Ethiopia.— The  Soviet  Union  has  recently  granted  Ethiopia  a $100  million 
line  of  credit.  Now  is  no  time  for  retrenchment  In  this  program,  small  as  It  Is. 

4.  Somalia. — This  program,  which  Inst  year  was  less  than  $1  million,  provides 
little  opportunity  for  saving  in  money;  and,  in  fact,  moderate  increases  are 
required  as  this  territory  prepares  itself  for  independence  In  1980 

5.  Indonesia. — The  situation  In  Indonesia,  where  the  battle  for  men's  minds 
Is  in  delicate  balance,  calls  for  stability  in  U.S.  policy. 

6.  Bolivia. — We  are  all  aware  that  the  situation  in  Bolivia  Is  most  dangerous ; 
our  support  of  that  country  remains  a critical  necessity  from  an  overall  hemi- 
spheric point  of  view. 

7.  Yugoslavia. — Onr  assistance  is  a part  of  our  support  of  Ibis  country’s  inde- 
pendence from  the  Soviet  bloc. 

8.  Tunisia. — Our  program  Is  required  to  secure  our  mutual  economic  objec- 
tives and  to  maintain  the  strong  Western  orientation  of  this  newly  independent 
Arab  nntion. 

9.  Aid  to  American  schools.— This  valuable  program  received  $4.25  million 
last  year,  and  a similar  amount  should  be  provided  to  coutinue  tbe  effort  already 
underway. 

Similar  dangers  exist  in  cutting  the  other  fonr  programs  (Liberia,  Afghan- 
istan, Sudan,  and  Haiti).  Some  savings  may  be  possible,  but  can  we  save  50 
percent  and  still  protect  the  interests  of  the  United  States? 

Moreover,  no  money  will  be  available  for  several  new  programs  unless  tbe 
total  for  these  13  programs  1?  cut  by  more  than  50  percent.  These  new  pro- 
grams of  community  water  supply,  international  medical  research,  and  Invest- 
ment Incentive  represent  new  approaches  to  old  problems,  the  solutions  of  which 
are  most  important  from  the  U.S.  point  of  view. 

Here  again  I urge  tbe  appropriation  of  the  fnll  amount  of  $247.5  million 
authorized. 

Investment  incentive  fund  program 

The  executive  branch  request  for  special  assistance  funds  included  $5  million 
for  projects  and  programs  to  encourage  local  and  foreign  private  Investment 
in  the  developing  countries. 
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However,  the  House  Appropriations  Committee  report  on  the  Mutual  Security 
Appropriations  Act,  1900,  states : 

The  committee  has  specifically  denied  the  $5  million  requested  for  the  Invest- 
ment Incentive  fund  program.  ICA  for  years  lias  financed  many  projects  to 
encourage  local  and  foreign  private  investment  within  regular  country  programs. 

The  request  of  $5  million  for  the  investment  incentive  fund  was  designed  to 
give  new  and  greater  emphasis  to  building  up  the  private  sector  of  less  de- 
veloped countries.  The  fund  would  permit  the  U.S.  Government  to  move  quickly 
oil  emerging  Investment  opportunities  and  to  test  new  techniques  for  the 
countries  themselves  to  build  on  In  future  years. 

Despite  the  interpretation  of  the  House  Appropriations  Committee,  this  is 
not— I repeat  not— a program  to  increase  the  demand  for  U.S.  Government  aid. 
It  is  precisely  the  opposite.  It  is  a program  to  stimulate  local  private  capital  and 
to  increase  the  opportunities  for  foreign  private  and  local  cnpital  to  do  the  jobs 
which  public  aid  is  Increasingly  being  called  oti  to  do. 

In  many  countries  there  is  a discernible  willingness  on  tbe  part  of  the  gov- 
ernments to  exert  greater  efforts  to  encourage  private  Investment.  The  United 
States  should  encourage  these  attitudes  which  have  contributed  so  much  to  our 
strength  as  n Nation. 

The  language  in  the  House  report,  if  followed  as  a congressional  directive, 
would — 

(o)  seriously  cripple  the  ability  of  the  U.S.  Government  to  implement  the 
Strauss  report  recommendations  prepared  in  response  to  section  413(c)  of 
the  Mutual  Security  Act; 

(6)  create  confusion,  in  the  minds  of  the  peoples  and  governments  of  the 
developing  countries  as  to  the  priority  the  U.S.  Government  places  on  pri- 
vate enterprise. 

I urge  that  the  Senate  Appropriations  Committee  oppose  the  House  directive 
and  make  a positive  reference  to  the  intended  use  of  available  special  assistance 
funds  specifically  for  the  private  investment  program. 

AimtNlBTRATm:  EXPENSES 

I am  somewhat  mystified  by  the  action  of  the  House  Appropriations  Committee 
and  the  House  in  reducing  the  amount  of  administrative  expenses  from  $39.5 
to  $37  million. 

Obligations  during  fiscal  year  1959  exceeded  $30  million  as  compared  to  the 
appropriation  of  $33  million  for  this  purpose  for  fiscal  year  1959.  The  appro- 
priation had  to  be  supplemented  to  meet  the  costs  of  the  pay  raise  voted  by 
the  Congress  for  all  employees  and  also  to  finance  certain  improvements  in  the 
personnel  and  training  systems  of  ICA  which  were  sponsored  initially  by  the 
action  of  the  House  in  adding  $8  million  to  the  authorization  for  technical 
cooperation  for  fiscal  year  1959,  which  action  was  later  endorsed  by  the  Senate 
In  the  authorization  bill  and  by  both  Houses  In  the  appropriation  bill.  Parts  of 
the  costs  involved  In  improving  these  systems  are  chargeable  normally  to  admin- 
istrative expenses  and  the  1959  appropriation  was  supplemented  in  the  amount 
of  $1,050,000  by  the  transfer  from  the  technical  cooperation  account.  The 
effort  undertaken  to  meet  the  congressional  mandate  during  fiscal  year  1959 
will,  of  course,  cost  more  than  $1,050,000  during  fiscal  year  1960.  Many  of  the 
personnel  Involved  could  not  be  hired  until  some  period  after  the  legislation 
was  enacted  and  the  coat  of  maintaining  them  on  the  payroll  for  the  full  fiscal 
year  rather  than  the  partial  fiscal  year  explains  this  Increase  In  part.  Approxi- 
mately $1.7  million  of  the  increase  requested  for  fiscal  year  1960  Is  for  full 
year  salary  costs  and  related  expenses  of  positions  for  which  only  part  year 
funding  was  provided  for  in  fiscal  year  1959.  If  the  action  of  the  House  on  this 
item  is  sustained,  we  will  be  faced  with  the  serious  dilemma  of  having  inaugu- 
rated improved  personnel  and  training  programs  and  yet  be  deprived  of  the 
funds  necessary  to  finance  such  programs. 

Approximately  $1  million  of  the  fiscal  year  1960  increase  Is  for  personnel 
and  related  costs  to  strengthen  field  missions  in  Africa  and  Latin  America.  It 
is  proposed  to  add  38  Americans  and  194  foreign  nationals  to  these  missions, 
with  29  of  these  Americans  and  75  foreign  nationals  to  be  assigned  to  the  newly 
developing  programs  In  Africa. 

No  increase  is  being  requested  in  Washington  employment  above  that 
authorized  in  fiscal  year  1959. 
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I urge  most  strongly,  therefore,  that  the  committee  give  favorable  consideration 
to  restoring  $2,375,000  to  this  appropriation  which,  together  with  reappropriated 
unobligated  prior  year  funds  estimated  at  $125,000  would  provide  the  full 
$39,500,000  requested. 

OTHER  RESTRICTIVE  PROVISIONS 

Lastly,  I should  like  to  record  iny  strong  opposition  to  two  provisions  of  the 
House  appropriation  bill  which,  if  retuined  by  the  Congress,  would  hamstring 
ICA  In  Its  administration  of  the  program. 

The  House  bill  prohibits  the  use  of  defense  support,  special  assistance,  and  the 
contingency  fund  for  projects  which  hove  not  met  the  feasibility  standards 
prescribed  by  the  Budget  Bureau  for  U.S.  flood  control,  reclamation,  and  related 
resource  programs. 

ICA  endorses  the  principle  that  its  projects  be  evaluated  from  the  standpoint 
of  economic  and  technical  feasibility.  We  consider  section  517  of  the  Mutual 
Security  Act,  enacted  last  year,  to  be  a highly  constructive  provision.  It  requires 
engineering  studies  and  Arm  cost  estimates  on  all  projects  of  over  $100,000. 
ICA  is  carefully  implementing  this  provision  and  in  our  Judgment  It  fully  assures 
that  projects  are  evaluated  before  undertaken. 

We  oppose  the  new  provision  of  the  House  bill,  not  only  because  It  is  unneces- 
sary but  because  the  Budget  Bureau  standards  for  U.S.  projects  are  not  suited 
to  the  conditions  in  underdeveloped  countries,  or  to  the  requirements  of  foreign 
policy.  First,  the  Budget  Bureau  standards  apply  only  to  water  and  land  re- 
source projects  while  ICA’s  projects  range  from  small  loan  funds  to  commodity 
Imports.  Second,  the  application  of  the  Budget  Bureau’s  criteria  depends  upon 
the  availability  of  reliable  statistics  which  are  not  generally  available  In  under- 
developed areas.  Third,  many  ICA  projects,  for  example  in  the  fields  of  edu- 
cation, health,  or  public  administration,  do  not  lend  themselves  to  economic  as- 
sessment. Lastly,  the  ICA  programs  Involve  a wide  range  of  political  and  eco- 
nomic objectives.  It  is  Impossible  to  translate  foreign  policy  and  national 
security  benefits  into  dollars  and  cents.  It  is  necessary  to  use  judgment,  not  pre- 
scribed criteria,  in  determining  the  considerations  and  their  relative  weights  to 
be  used  In  assessing  the  benefit  of  a project. 

The  second  provision  of  the  House  bill  to  which  I object  most  strongly  pro- 
hibits the  use  of  mutual  security  funds  for  contracting  with  any  person  or  com- 
pany who  provides  compensation  to  any  person  who  has  left  ICA  within  2 years 
of  the  date  of  employment  with  such  person  or  company. 

This  provision  singles  out  the  employees  of  one  U.S.  Government  agency  for 
a harsh  and  inequitable  penalty  and  will  make  it  virtually  impossible  to  recruit 
top  staff  In  the  future  since  their  employment  possibilities  upon  leaving  ICA 
will  be  greatly  restricted. 

The  provision  would  affect  a wide  segment  of  the  U.S.  business  community, 
including  commodity  suppliers,  as  well  as  the  more  than  50  educational  Insti- 
tutions under  contract  with  ICA.  Thus,  it  sharply  curtails  the  private  employ- 
ment opportunities  of  ICA’s  present  and  prospective  employees,  including  con- 
sultants. It  would  apply  to  all,  Including  those  with  years  of  honorable  service 
without  a blemish  on  their  records. 

The  provision  wonld  not  only  affect  present  employees  but  would  also  seriously 
hamper  recruitment.  People  would  be  understandably  reluctant  to  accept  ICA 
employment  In  view  of  the  major  restriction  on  their  future  employment  and 
the  slur  on  the  agency.  It  would  frustrate  our  ability  to  employ  experts  and 
consultants  for  short-term  assignments. 

The  retroactive  nature  of  the  provision  could  force  contractors  to  fire  former 
ICA  employees  who  entered  into  employment  with  them  In  good  faith. 

Lastly,  the  provision  Is  unnecessary.  Statutes  and  regulations  In  force,  in- 
cluding section  512  of  the  Mutual  Security  Act,  prohibit  Improper  activity  and 
prescribe  harsh  penalties  for  violations.  Furthermore,  existing  ICA  regula- 
tions tightly  control  the  relations  between  ICA  employees  and  contractors  which 
could  lead  to  personal  gain. 

CONCLUSION 

In  conclusion,  I ask  you  to  reflect  upon  the  probable  results  to  U.S.  interests, 
prestige  and  security  and  on  the  peace  and  progress  of  the  free  world  If  the 
appropriations  for  mutual  security  are  reduced  below  the  authorization  level, 
which  In  itself  had  been  reduced  from  the  amount  requested  by  the  President.  I 
cannot  present  to  you  a chart  or  statement  showing  that  for  10  percent  less  we 
will  get  10  percent  less  security  or  peace.  The  problems  which  we  face  are  com- 
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plex  and  do  not  lend  themselves  to  such  arithmetic  analysis.  We  do  know  that 
aid  below  the  requested  level  will  result  in  measurable  decline  in  economic  or 
financial  status  in  many  places,  in  such  forms  as  reduced  imports,  rising  prices, 
and  decline  In  reserves.  This  type  of  deterioration,  I can  any  with  assurance, 
will,  if  allowed  to  continue,  culminate  in  economic  or  political  Instability  or  both. 
The  salvaging  of  U.S.  interests  at  time  of  such  culmination  will  be,  If  it  Is  possible 
at  all,  more  expensive  than  if  prudent,  minimum  levels  of  assistance  were 
continued. 

I ask  that  you  also  reflect  on  the  psychological  effe  of  such  severe  reductions 
at  this  time.  In  the  past  yeur,  a number  of  nations  have  evidenced  a positive 
swing  toward  greater  understanding  of  and  respect  for  the  policies  and  actions  of 
this  Nation.  This  trend  may  In  minor  part  be  attributed  to  reaction  against 
actions  by  the  Sino-Soviet  bloc,  but  it  clearly  Is  in  major  part  a result  of  our 
steadfast  adherence  to  fundamental  principles  and  of  our  consistent,  responsible 
exercise  of  cooperative  international  policies  of  which  the  mutual  security  pro- 
gram is  one. 

COMMITMENTS  MADE  BY  SECRETARY  DUJ4.ES 

Chairman  Hayden.  Senator  Cliavez,  do  you  have  any  questions? 
Senator  Chavez.  I would  like  to  ask  this  question,  Mr.  Chairman: 
Now,  Mr.  Riddleberger,  we  have  been  appropriating  this  type  of 
money  for  years  and  years.  You  stated  in  the  early  part  of  your 
statement  about  certain  commitments  made  by  Secretary  Dulles.  We 
who  have  passed  judgment  on  the  American  taxpayer’s  dollars  are 
supposed  to  follow  those  commitments  which  he  has  made. 

Mr.  Riddleberger.  Senator,  in  response  to  that  question,  I think  the 
customary  phrase  in  making  such  commitments  is,  subject  to  congres- 
sional appropriation. 

I believe  that  is  almost  invariably  inserted. 

Senator  Chavez.  I did  want  it  strictly  understood  that  while  in 
many  instances  we  would  like  to  do  lots  of  things  in  the  way  of  commit- 
ments made  by  the  State  Department,  which  properly  does  make  those 
commitments,  still,  we  have  a responsibility  to  the  ones  who  pay  those 
dollars  in  taxes. 

SITUATION  IN  GREECE 

Now,  you  are  talking  about  Greece  and  Spain  mainly.  What  is  the 
situation  in  Greece  and  Spain  with  reference  to  this  type  of  aid  that 
you  are  now  suggesting?  Give  us  a little  more  elaboration. 

Mr.  Riddleberger.  I shall  be  happy  to  do  so. 

If  I may,  I will  talk  of  Greece  first.  It  so  happens  that  I am  more 
personally  familiar  with  that  since  I have  just  come  from  Athens. 

Greece  perhaps  is  an  admirable  example  of  the  necessity  of  what  I 
believe  we  call  in  technical  language  defense  support. 

In  looking  back  over  the  past  10  years,  I suppose  that  no  country 
went  through  such  devastation  and,  indeed,  desolation,  as  did  Greece. 
In  effect,  tne  war  in  Greece  lasted  longer  than  in  any  other  Euro- 
pean country,  commencing  with  the  Italian  invasion  in  1940  and 
continuing  with  the  German  invasion,  the  occupation,  the  liberation, 
and  eventually  the  civil  war,  the  Communist  war. 

Therefore,  when,  under  the  Truman  doctrine,  we  moved  into  Greece 
the  conditions  were  chaotic. 

I remember  many  years  ago  hearing  opinions  that  the  situation 
in  Greece  was  hopeless. 

It  seems  to  me  today  if  there  is  one  excellent  commentary  on  the 
effects  of  our  aid  programs,  it  is  in  fact,  Greece.  Today  Greece  is 
restored  to  normal  in  the  sense  of  normalcy  in  a Balkan  country. 
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BENEFIT  TO  PEOPLE  OF  GREECE 

Senator  Chavez.  Outside  of  the  government  itself,  what  about  the 
people  of  Greece  ? Are  they  getting  any  actual  benefit? 

Mr.  Riddi.eukroer.  They  are  indeed.  I think  if  one  had  seen  the 
conditions  in  Greece  between  10  years  ago  as  compared  with  today, 
one  would  be  enormously  struck  by  the  improvement. 

However,  Greece  does  carry  a very  heavy  military  burden.  Greece 
has  on  her  northern  frontier  Bulgaria,  a satellite  country. 

On  the  northwestern  frontier.  Albania.  Both  are  satellite  coun- 
tries. Therefore,  the  Soviet  ana  satellite  pressure  on  Greece  is  very 
heavy. 

Greece  carries  a military  burden  that  is  very  onerous  indeed  in  com- 
parison to  the  resources  of  the  country. 

TRADE  BALANCE 

Roughly  speaking,  today  Greece  imports  about  twice  the  amount 
of  its  exports  and  the  balance  is  made  up  of  four  elements : Tourism, 
remittances,  shipping,  and  American  aid. 

And  any  great  change  in  any  one  of  these  four  elements,  of  course, 
would  affect  the  stability  which  has  been  accomplished. 

But,  Senator,  in  spite  of  the  enormous  devastation  of  the  war  and 
the  Communist  conflict  in  Greece,  the  aid  to  Greece  has  been  steadily 
reduced.  Last  year  I think  the  total  amount  of  the  defense  support 
was  $30  or  $32  million. 

I think  10  years  ago  one  would  have  said  this  is  impossible  of  ac- 
complishment. Yet  today  the  agriculture  is  restored;  the  food  sit- 
uation is  practically  normal ; the  transport  is  again  back  to  what  it 
was,  and  life  has  resumed  its  normal  tenor.  They  have  their  prob- 
lems; they  are  a small  nation. 

SITUATION  IN  SPAIN 

Spnntor  Chavez.  Thank  you, 

Tel!  us  a little  about  Spain.  What  good  are  we  getting  out  of  our 
aid  to  Spain  outside  of  the  air  bases  ? 

Mr.  RronuEiiERGER.  It  seems  to  be,  Senator,  in  the  case  of  Spain, 
that  we  have  a geographical  situation  that  in  effect  may  be  comparable 
in  some  respects  to  that  of  Greece. 

I think  the  whole  question  of  the  defense  of  the  Mediterranean  area 
enhances  the  importance  of  both  Spain  and  Greece. 

Senator  Chavez.  I appreciate  the  importance  of  Spain  as  far  as 
our  bases  and  our  military  installations,  but  this  so-called  aid  that  we 
give  over  there,  how  about  the  Spanish  people  ? Are  they  getting  any 
good  out  of  it,  or  are  they  still  wanting  ? 

Mr.  Riddleberoer.  Senator,  I have  not  been  in  Spain  personally  for 
some  years,  but  I recall  the  conditions  there  at  the  end  of  the  war 
and  it  seems  to  me  that  every  indication  is  that  the  material  condition 
of  the  Spanish  people  in  comparison  with  what  existed,  let  us  say, 
at  the  end  of  the  war,  is  infinitely  better. 

So  I would  say  they  are  getting  something  and  I think  there  is,  let 
us  say,  a slow  progress  in  the  field  of  general  economic  development. 
Senator  Chavez.  Thank  you,  sir. 
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FUNDS  APPROPRIATED  FOR  GREECE 

Senator  Byrd.  Talking  about  Greece,  Mr.  Riddeleberger,  what  ap- 
propriation did  you  say  we  gave  to  Greece  for  defense  support  last 
year? 

Mr.  Riddlkberoek.  I was  giving  an  approximate  figure,  Senator. 
Senator  Byrd,  I think  you  said  $30  to  $32  million. 

Mr.  Riddleberger.  Yes. 

Senator  Byrd.  The  book  here  says  $20  million. 

Mr.  Riddleberger.  That  was  <!ofen.so  suport  only.  I was  giving 
the  total  figure. 

Senator  Byrd.  Defense  support,  plus  what? 

Mr.  Riddleberger.  Defense  support  and  technical  cooperation  plus 
common  use  items  which  were  then  financed  under  military  assistance. 

Senator  Dworshak.  We  gave  Greece  quite  a sizable  amount  for  mili- 
tary assistance? 

Mr.  Riddleberger.  Yes,  sir.  I was  only  addressing  myself  to  eco- 
nomic assistance,  Senator. 

Senator  Pworsiiak,  I do  not  know  whether  it  is  classified,  but  it 
is  not  shaded.  Is  that  information  on  page  40  classified,  or  not  ? The 
last  two  columns  are  not  shaded  ? 

Mr.  Saccio.  They  are  not  classified. 

Senator  Dworshak.  They  are  not? 

Mr.  Saccio.  No,  sir. 

Senator  Dworshak.  What  is  the  significance  of  those  figures  for 
Greece?  Can  you  tell  ns?  I do  not  want  to  belabor  the  point,  Mr. 
Chairman,  but  as  long  as  we  are  talking  about  Greece,  I would  like 
the  record  to  be  completed. 

Mr.  Riddleberger.  Certainly,  Senator,  I will  be  happy  to  explain 
the  reasons  for  this  assistance. 

Senator  Dworshak.  Just  for  Greece. 

MILITARY  IMPORTANCE  OF  GREECE 

Mr.  Riddleberger.  I am  sorry  that  we  do  not  have  a map  here.  1 
think  if  we  look  at  the  eastern  Mediterranean  the  strategic  and  military 
importance  of  Greece  is  a t once  apparent. 

Senator  Dworshak.  I know  that,  but  you  made  a statement  that 
you  thought  that  Greece  had  made  such  splendid  progress  that  cur- 
rently we  were  giving  that  country  only  about  $30  million. 

Can  you  not  at  tins  point  tell  us  what  we  give  Greece  in  any  other 
category  in  the  way  of  additional  funds  ? 

Mr.  Riddleberger.  Yes,  Senator,  certainly. 

Senator  Dworshak,  That  is  all  I want. 

Senator  Ki.lf.ndek.  Mr.  Chairman,  while  we  are  talking  about 
Greece,  I just  want  to  cover  this  point ; 

I happened  to  be  in  Greece  in  1956  and  I was  informed  by  the  ICA 
people  there  that  we  would  curtail  all  defense  support,  and,  as  a matter 
of  fact,  I do  not  recall  that  there  was  any  defense  support  in  1956. 

As  I recall  Greece  was  receiving  aid  under  Public  Law  480  only  for 
1956. 

Why?  Because  of  the  wonderful  progress  which  had  been  made. 

I can  testify  to  that  as  you  have,  Mr.  Riddleberger.  I have  never 
visited  n country  anywhere  in  Europe  which  has  made  the  progress 
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that  Greece  has  made  and  I understand  that  progress  from  1956  up 

to  now  has  been  continuing  at  a steady  puce. 

Kow,  contrary  to  the  information  I received  in  1956,  that  we  would 
eliminate  defense  support,  tho  record  shows  that  in  1958  you  pro- 
vided $15  million;  in  1959,  $20  million;  and  in  1960,  you  have  pro- 
grammed   . 

feo,  Mr.  Riddleberger,  when  you  say  we  are  decreasing  it  you  are  in 
error; . 

Mr.  Riddleberger.  I was  referring  to  the  total  amount  of  aid  we 
have  been  giving  to  Greece. 

Senator  Ellender.  Not  in  the  past,  but  you  were  supposed  to  cut  it 
out  entirely.  That  is  the  information  I received  from  your  own  people 
back  m 1956.  It  is  recorded  in  my  notes,  and  in  my  report. 

Mr.  Riddleberger.  I must  tell  you  very  frankly  that  I was  not 
aware  that  it  was  contemplated>  to  cut  defense  support  entirely  in 
Greece.  I am  aware  that  Public  Law  480  assistance  has  been  ma- 
terially reduced,  in  fact,  so  much  so,  I believe  there  was  no  Public 
Law  480  program  there  last  year  because  the  food  situation  improved. 

But  I was  not  aware  that  it  was  intended  to  eliminate  entirely  de- 
fense support. 

Senator  Ellender.  Mr.  Riddleberger,  you  were  not  in  Greece  at 
the  time  of  my  visit.  You  had  referred  me  to  the  administrator 
there 

Mr.  Riddleberger.  I was  still  in  Yugoslavia. 

Senator  Ellender.  Yes,  I understand. 

It  was  my  information  that  the  only  aid  we  would  furnish  Greece 
from  1956  on  would  be  Public  Law  480. 

As  I recall,  we  were  then  contemplating  a transaction  involving 
$45  million. 

Mr.  Chairman,  I would  like  to  correct  that  figure  after  I consult  my 
notes. 

BASIS  FOB  ADDITIONAL  SDH  IN  GREECE 

It  is  my  understanding,  Mr.  Riddleberger,  that  the  real  basis  for 
this  defense  support  for  fiscal  year  1960  is  purely  political.  It  is 

pointed  out  in  the  justifications  that  Greece  expects economic 

assistance  to  compensate  in  part  for  the  defense  contribution  which 
it  believes  to  be  greater  in  terms  of  resources  available  than  that  of 
most  of  the  NATO  countries. 

That  is  the  reason  you  intend  to  make  this  grant.  Greece  feels  that 
the  5.3  percent  of  the  gross  national  product  is  the  maximum  she  can 
afford  to  spend  on  defense  at  the  present  time. 

TAX  STRUCTURE 

We  are  spending  over  10  percent  of  ours.  Why  should  not  Greece, 
as  prosperous  as  you  say  she  is  now,  increase  this  5.3  percent?  Why 
does  not  Greece,  and  I got  it  from  your  own  people,  why  does  not 
Greece  impose  the  proper  taxes  on  the  rich  men  who  are  making 
much  money  on  our  aid  programs  in  Greece  ? 

You  will  agree  that  the  tax  structure  in  Greece  is  terrible. 

Mr.  Riddleberger.  It  has  been  improved,  Senator. 
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Senator  Ellender.  How  much  ? 

Mr.  Riddleberger,  I do  not  regard  it  a lot,  but  it  has  been  improved. 
Senator  Ellender,  Shipping  in  Greece  is  back  to  normal  as  you 
have  just  said.  Agriculture  is  better  than  it  has  ever  been. 

In  answer  to  a question  previously  propounded  you  stated  that  de- 
fense support  was  decreasing. 

On  the  contrary,  we  are  giving  Greece  in  defense  support  for  this 

fiscal  year , notwithstanding  their  prosperity. 

Mr.  Riddleberger.  I think  I said,  Senator,  that  the  overall  aid  to 
Greece  had  been  diminishing  in  recent  years.  I think  that  statement 
is  correct. 

QUEER  CONTRIBUTION  to  defense 

To  reply  specifically  to  your  observation,  I would  like  to  point  out 
that  the  record  of  Greece  in  the  field  of  defense  is  indeed  one  that  I 
think  compares  favorably  with  other  NATO  countries  in  a comparable 
economic  situation. 

Given  what  you  might  call  the  per  capita  national  income,  I should 
be  inclined  to  think  that  the  Greek  contribution  to  defense  was  indeed 
very  favorable  to  Greece. 

Senator  Ellender,  Mr.  Riddleberger,  I would  like  to  refer  you  to 
page  41  of  the  justifications  in  the  green  book;  it  did  decrease  from 
1958  to  1959,  it  is  true.  But  in  I960  you  have  it  up  to  more  than  it 
was  in  1958. 

In  other  words,  in  1958  with  military  assistance  and  technical  co- 
operation the  overall  was  — — — ; in  1959,  it  was  decreased  to . 

Now  you  have  it  — — — . So  that  your  statement  that  it  has  been 
decreased,  I beg  to  say,  is  in  error. 

PUBLIC  LAW  480  PROGRAM 

Mr.  Riddleberger.  Senator,  it  may  be  in  error  if  we  take  only  the 
figures  that  are  given  in  this  book.  But  if  I recall  correctly,  I think 
that  before  last  fiscal  year  there  was  a substantial  Public  Law  480 
program  for  Greece,  as  well. 

Senator  Ellender.  That  is  the  one  I was  talking  about,  back  in 
1956? 

Mr.  Riddleberger.  That  is  right. 

Senator  Ellender.  I think  you  had  a $45  million  program,  was 
it  not ; something  like  that  ? 

Mr.  Murphy.  It  is  in  that  order. 

Senator  Ellender.  Is  my  memory  correct  ? 

Mr.  Murphy.  Yes. 

Senator  Ellender.  $45  million ; that  is  my  recollection. 

I was  told  then  by  the  people  in  charge  that  defense  support  would 
end  then  but  that  we  would  continue  Public  Law  480,  to  sustain  the 
army. 

But  here  we  are,  we  are  going  back  in  to  grant  aid  to  Greece  on  a 
scale  bigger  than  ever. 

Mr.  Riddleberger.  I think,  Senator,  you  are  referring  to  military 
as  well  as  economic  aid. 

Senator  Ellender.  All  of  it.  We  have  given  Greece  billions  of  dol- 
lars, as  you  know. 

Mr.  Riddleberoer.  The  total  is  very  high. 


156 


MUTUAL  SECURITY  APPROPRIATIONS,  1980 


Senator  Ellender.  I know  it  is.  That  is  why  she  is  so  prosperous. 
When  I got  to  Athens  and  saw  the  beautiful  buildings  going  up  and 
the  rich  people  who  are  there  not  paying  taxes  as  they  should,  it  made 
my  blood  boil.  That  is  the  situation  there  now. 

GREEK  SHIPPINO  PICTIIKE 

Senator  Chavez.  Mr.  Riddleberger,  there  is  one  complaint  I have 
heard  about  the  tax  structure.  The  Greeks  are  great  shipping  people. 
They  know  the  sea,  but  practically  everyone  of  their  boats  has  a 
Panama  flag  and  do  not  pay  taxes  in  Greece. 

Still,  because  of  that,  we  have  to  appropriate  money  in  order  to  make 
up  for  it. 

Mr.  Riddleberger.  Senator  Chavez,  what  you  say,  I am  afraid  has 
only  a minor  justification  in  fact.  The  Greek  shipping  picture  is  a 
very  complicated  one.  A number  of  shipowners  who  control  the  ton- 
nage, of  course,  are  not  Greeks  in  the  sense  of  being  citizens  of  Greece. 

Some  of  the  larger  shipowners,  of  course,  were  not  even  born  in 
Greece.  A number  of  them  I think  were  born  in  Anatolia  and  then 
their  families  were  left  after  the  Smyrna  disaster  in  1922. 

I think  I am  correct  in  saying  that  the  Greek  shipping  tonnage 
today  is  probably  11th  in  the  world  and  if  there  were  returned  to  the 
Greek  flag  all  of  the  tonnage  that  is  controlled  by  persons  whom  I 
shall  say  are  ethnic  Greeks,  not  necessarily  Greek  citizens,  I believe 
Greece  would  probably  go  up  to  about  fourth  in  tonnage. 

Of  course,  the  Greek  Government  has  a natural  inclination  to  desire 
that  this  tonnage — I cannot  say  be  returned  to  the  Greek  flag,  but  be 
brought  under  the  Greek  flag. 

However,  it  operates  under  certain  difficulties  because  it  cannot  force 
the  shipowners  to  bring  this  tonnage  under  the  Greek  flag  and  simul- 
taneously one  of  the  most  important  sources  of  revenue  and  particu- 
larly for  the  poorer  parts  of  Greece,  such  as  the  islands,  take  the  form 
of  remittances  from  the  seamen  to  their  families. 

This,  in  effect,  often  provides  the  livelihood  for  a number  of  poor 
regions  of  Greece. 

Now,  Senator,  this  whole  shipping  question  is  something  that  per- 
haps we  cannot  resolve  here.  I do  not  know  of  any  way  of  forcing 
citizens  to  bring  their  tonnage  back. 

Senator  Chavez,  But  it  is  a factor  that  involves  the  Greek  economy. 
Mr.  Riddleberger.  It  does  indeed,  and  today  it  represents  a net 
gain  for  the  Greek  economy  because  of  the  money  that  is  remitted  to 
the  families,  largely  by  the  seamen. 

In  respect  to  the  direct  income  from  shipping,  I think  what  Senator 
Ellender  said  is  also  true,  there  was  an  increase,  Senator,  primarily 
during  the  time  of  the  Suez  crisis. 

Subsequent  to  that  time,  my  recollection  is  that  the  revenues  from 
the  Greek  flag  shipping  has  been  decreasing.  I do  not  recall  the  exact 
figure. 

Senator  Ellender.  The  main  points  I wanted  to  make  related  to 
the  prosperity  and  the  failure  of  the  Greek  Government  to  collect  taxes 
from  the  wealthy. 
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DEFENSE  SUPPORT  ABBAS  IN  GREECE 

Let  me  put  in  the  record  at  this  point,  and  if  I am  wrong,  correct 
me,  from  this defense  support  is  going  to  be  used : 

nonsurplus  agricultural  commodities ; 

raw  materials  and  fuels,  sending  that  to  a very  prosperous 

country ; 

machinery  and  equipment; 

And industrial  commodities. 

That  is we  are  giving  to  Greece  and  which  I understood 

would  be  curtailed  beginning  in  1956  and  1957. 

Senator  Dworshak.  Will  you  yield  at  that  point? 

While  we  are  talking  about  Greece,  I would  like  to  call  the  com- 
mittee’s attention  to  page  169  where  there  are  listed  the  U.S.  owned  or 
controlled  currencies  relating  to  the  mutual  security  program. 

For  Greece  the  iigure  is  $138  million  of  local  currency. 

I would  like  to  ask,  Mr.  Riddleberger,  what  will  be  done  with  that? 

Mr.  Riddleberger.  May  I respond  to  both  questions  simultaneously  ? 

PROBPERITT  IN  GREECE 

I would  like  to  go  back  to  Senator  Ellender’s  observations  about 
theprosperity  of  Greece.  I think  wlmt  I said  was  that  the  situation 
in  Greece  has  enormously  improved. 

Senator  Ellender.  Do  you  think  it  was  ever  better  than  it  is  now  ? 

Mr.  Riddleberger.  It  has  been  restored  to  what  I believe  I described 
as  a normal  situation  for  a Balkan  country. 

Senator  Ellender.  Mr.  Riddleberger,  you  have  been  in  Greece  for 
10  years  and  you  have  known  about  Greece  before. 

Mr.  Riddleberger.  I have  been  there  1 year. 

Senator  Ellender.  Have  you  ever  seen  Greece,  or  heard  of  Greece 
being  more  prosperous  than  she  is  now  ? 

Mr.  Riddleberger.  Senator  Ellender,  we  are  talking  about  a coun- 
try where  the  average  per  capita  income  is  only  $336  a year. 

Senator  Ellender.  Let  us  not  compare  that,  because  the  cost  of 
living  there  is  not  like  ours.  Do  not  compare  ours  with  Greece. 

Mr.  Riddleberger.  No,  I was  not  doing  that. 

Senator  Ellender.  If  you  compare  it  with  her  neighbors,  you  will 
see  that  Greece  is  going  ahead. 

Mr.  Riddleberger.  Greece  is  going  ahead;  I agree,  Senator. 

Senator  Ellender.  Exactly. 

BLOCKED  COUNTERPART  FUNDS 

Mr.  Riddleberger.  Coming  back  to  Senator  Dworshak’s  question, 
I think  that  relates,  sir,  to  the  whole  question  of  the  blocked  counter- 
part funds  which  were  in  Greece,  which  amount  to  about  $120  million 
equivalent.  The  balance  has  already  been  programed  and  current 
counterpart  is  released  as  it  is  generated. 

Senator  Dworshak.  Can  they  not  be  used  for  some  constructive 
purpose? 

Mr.  Riddlebergek.  I suppose  the  blocked  funds  could  be  used,  pro- 
vided we  were  willing  to  risk  recurrence  of  the  inflation  which  we 
spent  so  much  to  bring  under  control. 
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Senator  Dworshak.  And  relieving  the  dollar  pressure? 

Mr.  Riddleberger.  I am  not  so  sure  about  relieving  the  dollar 

gressure,  because  that  is  the  question  of  the  dollar  deficit  in  the 
alance  of  payment. 

However,  I realize  the  situation  where  they  could  be  used  inter- 
nally as  counterparts  customarily  are.  Again,  however,  I must  re- 
peat that  release  of  this  additional  claim  on  Greek  resources  would 
be  dangerously  inflationary. 

The  difficulty  is  this,  Senator,  that  just  after  the  Americans  went 
into  Greece t ox  course,  a large  number  of  supplies  were  poured  in. 
It  was  considered  from  a fiscal  point  of  view  to  be  more  prudent  to 
block  some  of  these  counterpart  funds  rather  than  have  them  pushed 
out  into  the  monetary  supply. 


KB  CAL  AND  PEI  OH  STABILITY 

I think  Senator  Ellender  will  bear  me  out  on  this,  that  monetary 
inflation  in  Greece  was  endemio,  and  only  after  the  arrival  of  the 
Americans  and  the  injection  of  large  amounts  of  aid  was  it  possible 
to  attain  a measure,  at  least,  of  both  fiscal  and  price  stability. 

In  that  respect  I think  it  is  indeed  a tribute  both  to  the  American 
effort  and  to  the  Greek  Government  that  this  stability  was  attained. 

Today  I think  the  price  rises  in  Greece  have  been,  on  the  whole, 
very  small,  over  the  last  few  years,  and  the  drachma  is  a currency 
which  has  the  stability  which  I think  it  has  not  enjoyed  in  many 
decades. 

BSNATO8  ELLENDE&’S  REPORT 

Senator  Ellender.  Mr.  Riddleberger,  since  I have  referred  to 
Greece  I have  been  able  to  obtain  a copy  of  my  last  report  on  Greece. 
Let  me  read  two  paragraphs  from  this  report: 

I was  told  that  Greece  was  In  a good  condition  and  that  never  before  had 
It  been  so  prosperous. 

Remember,  that  is  in  1956. 

I was  also  informed  that  no  plans  are  in  the  oiling  for  further  aid  to  Greece 
from  the  United  States  except  possibly  from  Public  Law  480  funds. 

That  was  your  man  talking  to  me. 

A total  of  $46  million  in  these  funds  has  been  requested. 

That  is  the  amount  I used  before.  I i?o  not  know  how  I remembered 
that  figure,  but  it  stuck  in  my  mind,  $45  million. 

I was  also  Informed  that  counterpart  funds  remaining  cannot  be  spent  be- 
cause they  only  represent  a paper  transaction.  I was  told  they  had  been  frozen 
and  they  would  never  be  used. 

Is  that  correct? 

Mr.  RroDLEBERGER.  Senator,  I think  “never”  is  a long  time.  , 

Senator  Ellender.  Well,  that  is  what  I got  from  your  people,  your 
representatives  there.  I wish  you  would  look  at  my  report. 

Mr.  Riddleberger.  I shall. 

To  come  back  and  complete  the  answer  to  Senator  Dworshak,  which 
is  indeed  a reply  to  you,  too,  sir,  I think  there  were  good  reasons  for 
blocking  this  counterpart.  It  may  be  that  if  the  present  economic 
stability  of  Greece  is  maintained  that  these  funds  might  eventually 
be  programed. 
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Personally,  although  I was  not  there  when  this  was  done,  I can 
well  understand  tho  reasons  which  led  to  this  which  I think  from 
the  fiscal  point  of  view  were  an  evidence  of  great  prudence. 

Senator  Ellender.  There  is  a lot  of  pressure  being  brought  to  bear, 
Mr.  Riddleberger. 

(Discussion  off  the  record.) 

Senator  Ellendek.  Will  you  permit  me  to  read  a little  further  from 
my  report? 

Mr.  Griamer  was  the  USOM  representative  in  Greece  at  the  time.  As  I said 
a moment  ago,  he  informed  me  specific  ally  that  no  more  aid  would  be  available 
or  would  be  needed  for  Greece  except  Public  Law  480  and  there  was  $45  million 
in  the  offlng. 

I suggested  that  the  pipeline  be  terminated  at  once  since  it  appears  that  Greece 
is  well  able  to  take  care  of  itself. 

He  agreed,  but  Insisted  that  It  would  not  be  wise  to  cut  it  all  out  at  one  time, 

Mr.  Grismer  told  me  that  in  bis  opinion  the  program  of  the  future  in  Greece 
will  be  technical  aid.  There  are  now  28  Americans  and  30  Greeks  employed  in 
this  field. 

He  said  that  he  hopes  to  close  out  all  other  programs  soon  and  make  our  effort 
In  Greece  purely  one  of  technical  assistance. 

Now,  that  was  the  USOM  Director  at  the  time  of  my  visit  in  1957, 

TOTAL  EXPENDITURES  IN  GREECE 

As  I stated  to  Mr.  Kiddleberger  earlier  in  his  testimony,  the  grand 
total  of  U.S.  dollars  spent  in  Greece  for  all  purposes  since  the  incept 
tion  of  the  foreign  aid  program  and  approved  in  fiscal  year  1957 
amounted  to  $2.72  billion,  of  which  $900  million  have  been  used  fof 
defense  support,  emergency  relief,  and  technical  aid. 


JUSTIFICATION  OF  FURTHER  AID  TO  GREECE 


Now,  in  the  light  of  the  statement  given  to  me  by  the  USOM  Ad- 
ministrator, Mr.  Frank  C.  Grismer,  in  1957,  that  the  program  was 
taperingoff  and  that  the  only  aid  for  the  future  would  oe  in  the  na- 
ture of  JPublic  Law  480  funds  and  also  technical  assistance,  how  can 
you  justify,  Mr.  Riddleberger,  a continuation  of  defense  support  in 
Greece?  The  record  shows  $15  million  for  fiscal  year  1958  and  $20 
million  for  fiscal  year  1959. 

In  this  fiscal  year,  we  are  providing . In  addition  Greece  has 

already  obtained  $12  million  from  the  Development  Loan  Fund  and 
has  made  a request  of  $54^  million  more  from  the  same  fund.  How 
can  you  justify  a continuation  of  this  defense  support  ? 

In  answering  also  bear  in  mind  that  Senator  Dworshak  brought 
out  that  you  have  in  Greece  today,  as  I recall,  $188  million  of  soft 
currencies. 


larly  in  the  light  of  your  know  ledge  of  the  inadequate  tax  structure  of 
Greece,  and  the  fact  that  it  is  very  prosperous  ? 

. I would  like  you  to  reflect  be  rare  you  give  us  an  answer.  You 
can  give  the  answer  when  you  appear  before  us  in  the  future. 

Mr.  Riddleberger.  I will  attempt  to  give  you  an  answer  now,  Sen- 
ator, if  you  desire. 

Senator  Ellender.  I would  rather  you  study  the  question,  Mr.  Rid- 
dleberger. Your  answer  will  give  me  a guideline  as  to  what  I hope 
you  will  do  in  the  future.  My  fear  is  that  you  may  be  guided,  as 
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some  of  yon t*  predecessors,  by  a lof.  of  longtime  employees  around  you ; 
what  1 mil  jonlioldors  in  the  Hold  who  aiv  there  to  Rustam  their  posi- 
tions and  are  not  looking  in  my  Imnihle  judgment  to  the  interest  of  our 
own  country  nor  the  impact  that  such  programs  niu  having  on  our 
own  economy. 

If  we  continue  a program  of  thin  kind,  ns  I have  ho  often  said,  wo 
are  going  to  bring  Homo  kind  of  iwu  to  our  shores  just  iih  sure  us  I am 
talking  to  you. 

Senator  Bnu.a  May  I supplement  what  Senator  El  lender  lion  Raid 
for  a brief  observation  or  question,  booause  I want  to  terminate  those 
hearings. 

CO  Ml'KN  RATIOS  rOH  IHCFBNHB  CON  lIUltUTlON 

1 note  on  the  Ixaik  wo  haw  before  us  on  page  780  you  mako  this 
statement,  and  I would  liko  to  have  you  elaborate  on  it  whon  you 
respond  to  Senator  Ellender  in  a future  hearing.  You  say : 

( Discussion  off  the  record.) 

Senator  Bible,  1 particularly  would  like  to  have  Mr.  Riddleborgor 
respond  to  this  because  of  his  great  familiarity  with  the  situation.  I 
have  great  respect  for  his  work  and  his  groat  contribution  in  this  field. 

Senator  Saivton stall.  Mr.  Riddloberger,  I think  wo  will  all  agree 
on  one  thing.  That  is,  that  (ho  Greeks  are  very  good  cooks  nnd  the 
only  better  cook  is  the  Senator  from  Louisiana.  lVo  certainly  enjoy 
all  their  food. 

Now  I would  like  to  ask  a very  few  questions,  and  to  got  some 
figures.  We  have  had  a lot.  of  general  conversation.  Now  navo  you 
one  of  these  shoots  in  front  of  you  f 

Mr.  RinnLEBKRQRx.  Yes. 


BUDGET  8KQUEBT8 

Senator  Saltonstall.  Now  you  are  talking  to  defense  support  and 
you  are  asking  back  $51  million  on  defense  support,  or  the  full  amount 
of  the  authorisation  act.  Is  that  correct  ? 

Mr.  Ridolkbkrger.  Yes,  Senator,  that  is  correct. 

Senator  Saltonstalu  You  are  talking  on  technical  cooperation  and 
you  are  asking  for  $25,600,000  back  out  of  an  authorization  of  $179,* 
500,000.  Is  that  correct  ¥ 

Mr,  Ritxh.eberoer.  That  is  correct. 

Senator  Saltonstau,. . Is  that  the  amount  you  are  asking 

for!  You  are  asking  for  $25.6  million.  You  are  dropping  off 
$3,900,000.  Am  I correct  on  that  I 

Mr.  Murphy.  Yes,  sir.  That  is  correct. 

Senator  Saltonstall.  Now  you  are  talking  on  special  assistance 
where  you  are  asking  back  $47,500,000  or  the  full  amount  of  the 
authorization  of  $247,500,000.  Is  that  correct  ¥ 

Mr.  Riddleberger.  That  is  correct. 

Senator  Saltonstall,  Then  you  are  also  asking  for  restoration  of 
general  and  administrative  expenses  of  $2,375,000. 

Mr.  Riddleberger.  That  is  correct. 

Senator  Saltonstall.  Those  are  the  four  accounts  to  which  you 
addressed  yourself  this  morning? 

Mr.  Rnio lebf.ro fjr.  They  are  .the  four  to  which  my  remarks  are 
addressed. 
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XOUillS  REDUCTION 

Senator  S ai  ,to  n sta i ,l.  That  refers  to  page  0 of  your  proparcd  state- 
ment, tlio  bottom  of  page  (},  where  the  I loose  reduced  theso  amounts 
by  tbo  not  amount  of  $128  million.  Is  that  correct? 

Mr.  Mummy.  That  in  correct. 

M r.  Kiddleuemikk.  Yen,  Senator,  that  is  correct. 

Senator  Saltonstall.  So  you  are  unking  us  back  on  ICA  a total, 
as  1 iigure  it,  Mr.  Murphy,  of  $120,475,000  if  you  include  the  net 
reduction  and  then  add  on  the  general  and  administrative  expense? 
Mr,  Murphy.  That  is  correct,  Senator. 

Senator  Saltonstall.  These  accounts,  Mr.  Riddleberger,  are  the 
only  ones  you  are  interested  in  in  this  statement;  is  that  correct? 

Mr.  lliDM.KitKHOKK.  Yes,  I uni  only  appearing  for  the  ICA. 

Senator  Saltonstall.  You  are  not  interested  in  these  accounts 
where  you  authorize  some  take  away,  where  they  have  come  for  some 
take-away,  like  the  ICEM  ? You  nro  not  interested  in  these  migrant 
refugees  and  escapees? 

Mr.  EtunLHitBHOBH.  I believe  we  aro,  sir,  in  the  ocean  freight  ex- 
pense for  tbo  voluntary  agencies, 

Senator  Saltonstall.  The  ocean  freight  charges  t 
Mr.  lliDDLttUHHOBfi.  Yes,  sir. 

T)  NOItf.IO ATKD  RA  LANCES 

Senator  Saltonstall,  Now  you  authorize  us  to  take  away  $890,- 
000,  then,  from  the  aut  horization  act  on  that  ? 

Mr.  KmoLKnKRUEH.  That  is  correct. 

Senator  Saltonstall.  Because  of  unobligated  balances  which  you 
found? 

Mr.  Riddlereroer.  That  is  correct,  sir. 

Senator  Saj.tonstall.  Is  there  any  other  account  that  you  are  in- 
terested in  ? 

Mr.  Riddler ErtoEit.  I believe  that  completes  the  picture  as  far  as 
ICA  is  concerned. 

Senator  Saltonstall.  So  that  when  you  speak  this  morning  on 
your  prepared  statement  and  what  you  said  in  answer  to  questions  on 
Greece  and  other  countries,  those  are  the  items  in  which  you  are 
interested? 

Mr.  Riddleberger.  That  is  right. 

Senator  Robertson . The  Senator  from  New  Mexico. 

Senator  Chavez.  I have  no  more  questions. 

Senator  Saltonstall.  Senator  Young  very  courteously  said  he 
would  yield  to  me  for  one  more  question. 

LANOUAG1  CHANGE* 

. On  these  language  changes,  Mr.  Riddleberger,  you  skipped  that  over 
m making  your  statement. 

Mr.  Riddleberger.  Yes,  sir. 

Senator  Saltonstall.  What  section  specifically  applies  to  your 
program  to  which  you  object? 

Mr.  Riddleberger.  It  is  on  page  25  of  the  prepared  statement.  The 
reason  I did  not  read  that  was  that  I understood  that  Mr.  Dillon  had 
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discussed  these  points  at  some  length  in  his  testimony  yesterday  and 
in  the  interest  of  expediting  the  hearing,  I did  not  read  them  again. 

Senator  Salton stall.  The  section  that  you  refer  to  particularly  is 
section  113,  is  it? 

Mr.  Riddleberger.  Yes,  sir;  that  is  one  of  them,  Senator.  I think 
the  sections  we  are  interested  in  are  sections  112,  113,  and  103. 

Senator  Saltonstall.  You  object  to  sections  103  and  112  and  113 
being  in  this  act  in  their  present  form! 

Mr.  Riddlebebger.  That  iB  right. 

Senator  Saltonstall.  Thank  you. 

AFGHANISTAN  AND  LAOS 

Senator  Youno.  Mr.  Riddleberger,  I would  like  to  call  attention 
to  a statement  of  yours  on  page  4. 

Afghanistan  and  Laos  are  extremely  isolated  countries  with  very  difficult 
living  conditions.  The  major  programs  In  such  countries  cannot  be  accom- 
pushed  overnight  and  are  fraught  with  many  problems  and  many  dangers. 
However,  with  the  benefit  of  hindsight,  it  is  now  uppureut  that  the  United 
States  could  have  coped  with  gome  of  these  administrative  problems  more 
effectively  than  it  did. 

That  is  a commendable  statement.  That  is  an  entirely  different 
attitude  than  the  position  assumed  by  the  State  Department  and 
other  officials  last  year.  I recall  when  some  of  us  criticized  the 

S ram  in  Laos,  and  they  defended  it  every  foot  of  the  way.  I 
retand  that  tne  Ambassador  who  set  up  the  first  program  in  Laos 
was  even  decorated  for  distinguished  service  over  there,  which  indi- 
cated approval  of  the  sort  of  program  that  was  carried  out  over  there. 

What  chance  is  there  of  the  United  States  doing  permanent  good 
in  a country  where  the  leaders  are  corrupt  and  inefficient?  That  is 
true  of  many  of  the  countries.  What  future  is  there  for  us  in  coun- 
tries such  as  that? 

Mr.  Riddleberger.  Senator,  I inserted  this  statement  on  purpose 
because  I do  believe  that  with  the  benefit  of  experience  you  can  im- 
prove. I would  not  for  one  moment  conceal  from  the  committee  my 
personal  opinion  that  the  difficulties  of  aiding  some  of  these  newer 
countries  are  enormous  and  that  in  effect  we  are  assuming  a calcu- 
lated risk.  I personally  am  not  sure  that  we  have  any  choice  in 
assuming  that  risk,  because  I am  fearful  that  if  we  do  not  these  coun- 
tries may  fall  under  the  domination  of  the  Soviet  bloc.  But  I am  the 
first  to  admit  that  the  effectiveness  of  our  programs  i8  hampered  by 
the  circumstances  which  we  find. 

LIARIMTY  in  SOUTH  EAST  ASIA 

Senator  Young.  Aren’t  we  assuming  a tremendous  liability  that 
must  goon  for  many  years  in  helping  the  countries  of  southeast  Asia? 
When  will  our  tremendous  assistance  end,  or  even  decrease?  Is  there 
any  hope  there  ? 

Mr.  Riddleberger.  Senator,  I do  not  wish  to  inject  a discouraging 
note  into  this  hearing,  but  I suspect  that  time  will  come  when  mere 
is  a change  of  mind  in  the  Kremlin. 

Senator  Youno.  The  Communists  or  someone  else  will  always 
try  to  overthrow  the  governments  that  are  as  corrupt  as  some  are 
in  these  countries? 
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Mr.  RiDDLEiiERoun.  That  may  bo,  Senator.  But  I see  a great  diffor- 
once  between  that  kind  of  situation  and  the  situation  with  which  we 
are  faced  today  where  we  have  an  international  communism  on  the 
march,  attempting  to  take  over  and  control  more  countries.  If  theso 
countries  could  remain  purely  independent,  and  if  they  could  be,  let 
us  say,  confined,  if  the  situation  could  bo  confined  to  purely  internal 
struggles,  I suppose  the  Americans  would  be  entirely  happy  about 
it. 

But  I think  it  is  the  threat  to  us  which  leads  us  into  these  ventures 
which  I am  the  first  to  admit  are  exceedingly  difficult  and  whoso  out- 
come, of  coui-se,  no  one  can  foresee  with  complete  certainty. 

POLICY  OF  8 ELECTIVE  ASSISTANCE 

Senator  Yocno.  I used  to  vote  for  these  programs,  and  I think 
there  is  a place  for  a reasonable  foreign  aid  program.  But  expanding 
to  the  extent  of  trying  to  holp  every  country  in  the  world  is  wrong. 
We  are  not.  big  enough  and  strong  enough  to  do  that.  For  this  reason, 
I believe  we  are  going  to  have  to  be  more  selective  in  our  assistance 
than  we  have  been  in  the  past. 

I do  not  think  you  can  ever  buy  friendship  by  giving  money  when 
the  leadership  is  corrupt.  For  that  reason,  I am  greatly  concerned 
about  where  this  whole  thing  is  leading.  I think  the  countiy  where 
we  huvo  mndo  the  most  friends,  which  was  very  evident  when  Vice 
President  Nixon  visited  it,  is  Poland.  This  food  we  gave  them  gets 
down  to  the  poor  people.  After  all,  they  are  the  ones  that,  really 
count.  This  business  of  making  millionaires  out  of  a fe\v  top  leaders 
in  some  of  these  countries  is  not  a very  permanent  thing. 

Senator  Rohfrtson.  If  the  Democratic  members  do  not  object,  the 
Chair  would  like  to  recognize  our  colleague,  Senator  Hniska.  He  has 
to  be  on  the  floor  in  a few  minutes.  He  would  like  to  ask  a few 
questions, 

OPPOSITION  TO  SECTION  119 

Senator  Hruska.  Mr.  Riddleberger,  in  your  statement  you  have  ex- 
pressed opposition  to  section  313,  which  has  to  do  with  information. 
Yesterday.  Secretary  Dillon  did  likewise.  Now  the  Senator  from 
Nebraska  has  some  acquaintance  with  that  general  field  of  the  execu- 
tive privilege  and  the  doctrine  of  separation  of  powers,  and  soon,  and 
I am  in  full  sympathy  with  the  idea  that  after  all  there  is  a lino  of 
demarcation  beyond  which  Congress  cannot  go  and  should  not  go  if 
we  are  going  to  observe  the  constitutional  principles  which  mean  a 
good  deal  to  us  and  to  the  proper  working  of  our  Government.  I do 
not  approve  of  section  1 13  in  its  present  form. 

However,  Mr.  Saccio,  not  too  long  ago  before  another  committee  of 
the  Senate,  testified  on  the  business  of  furnishing  information  from 
ICA.  My  recollection — and  I am'so  happy  you  are  here,  Mr.  Saccio, 
to  check  up  on  my  recollection  if  it  is  faulty— my  recolloction  is  that 
the  testimony  was  to  the  effect  that  nothing  has  been  withheld  from 
the  Congress  or  from  the  General  Accounting  Office  in  the  field  of 
ICA  and  economic  assistance  with  one  exception,  and  that  is  the 
internal  audit  reports.  Is  that  substantially  so,  Mr.  Saccio  ? 
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EVALUATION  REPORTS 

Mr.  Sacoio.  The  evaluation  reports,  not  the  internal  audit  reports. 

Senator  Hruska.  The  evaluation  reports,  not  the  internal  audit 
reports? 

Mr.SACcio.  That  is  correct. 

Senator  Hruska.  Now  let  me  refer  to  the  testimony  of  Mr.  Dillon 
in  which  he  describes  the  office  of  inspector  general  and  his  offices. 
Now  will  the  efforts  and  will  the  activities  of  that  inspector  general, 
who,  as  I understand  it,  will  function  under  the  State  Department, 
will  what  he  learns  be  available  to  committees  of  the  Congress  and  to 
the  Congress? 

Mr.  Murphy.  I should  answer  that,  I believe,  Senator,  since  I am 
the  inspector  general  effective  as  of  yesterday  afternoon.  I think 
the  answer  to  the  question  is  that  any  factual  information  that  the 
Congress  requests  which  is  in  my  possession  with  respect  to  the  opera- 
tion of  this  program  will  in  all  probability  be  made  available  to 
Congress. 

Senator  Hruska.  I notice  your  answer  was  just  a little  qualified 
when  you  say  “factual”  information.  That  won’t  give  us  any  more 
than  we  have  now  because  presumably  we  have  all  the  facts  now. 
Now  are  we  to  set  up  on  behalf  of  Congress  another  inspector  general, 
representing  the  Congress,  who  will  do  exactly  what  you  do  and 
duplicate  your  efforts  and  your  time  and  your  expense  in  order  to 
get  information  in  addition  to  the  factual  information  to  which  you 
refer? 

Mr.  Murphy.  Senator,  of  course,  I am  not  a lawyer  and  I don’t 
want  to  get  into  deep  water;  but  as  a layman,  as  I understand  it,  the 
way  I used  the  word  “factual”  information  was  to  distinguish  it  from 
opinions  or  views  of  subordinates  to  superiors,  which  as  I understand 
it  is  the  controversial  area  in  which  this  question  of  privilege  arises. 

Senator  Hruska.  That  is  exactly  what  I am  talking  about.  We  are 
interested,  certainly  the  Senator  from  Nebraska  is,  in  the  opinion  and 
the  views  of  people  who  have  experience  and  who  have  access  to  the 
things  which  are  going  on.  We  can  have  all  the  facts  in  the  world 
and  the  table  in  back  of  this  hearing  room  has  hundreds  of  volumes 
of  information,  as  an  example,  but  just  the  same  that  does  not  help 
us  unless  we  get  an  evaluation  of  those  things  by  someone  who  knows 
and  who  is  in  a position  to  devote  some  time  to  studying  it.  That 
is  the  part  I am  talking  about. 

CONSTITUTIONAL  PROVISION 

Mr.  Murphy.  Of  course,  the  constitutional  provision  to  which  we 
are  referring  here  is  uniform,  or  at  least  I understand  is  uniform,  for 
the  entire  executive  branch. 

Senator  Hruska.  I understand  that  it  can  be  asserted  and  that  it 
will  protect  the  Inspector  General  and  it  will  protect  every  other  mem- 
ber of  the  executive  department  if  it  is  invoked.  But  I am  talking 
now  about  & matter  of  restraint  in  the  exercise  of  that  power.  After 
all,  we  have  a common  problem  here.  It  is  not  only  the  ICA  that  is 
trying  to  save  the  world.  The  Congress  kind  of  thinks  it  has  a little 
part  of  some  kind  in  trying  to  save  the  world  and  this  country.  It 
is  a matter  of  restraint  in  the  use  of  that  power  to  which  I refer. 


MUTUAL  SECURITY  APPROPRIATIONS,  1900 


165 


FUNCTIONS  OF  INSPECTOR  GENERAL 

Can  you  tell  us  how  the  Inspector  General  will  operate? 

Mr.  Murphy.  This  is  a question  I have  given  a lot  of  thought  to 
recently.  That  is  as  far  as  I was  able  to  get.  The  law  was  only 
enacted  on  the  24th  of  July,  and  I was  only  sworn  in  yesterday.  That 
section  of  the  law  provides  that  this  office  will  do  three  things  basic- 
ally.  First,  it  will  do  comptroller-type  functions  which  are  set  out 
fairly  specifically  in  the  act,  establish,  or  review  and  approve  financial 
controls,  system  of  accounts ; review  and  approve  controls  of  operat- 
ing agencies,  advise  the  Secretary  on  financial  and  fiscal  aspects  of 
programs  that  are  proposed  to  be  carried  on  under  the  act. 

Ine  second  function  is  the  inspection  function.  The  act  transfers 
the  functions,  powers,  duties,  and  responsibilities  of  ICA  for  carrying 
out  investigations  of  fraudulent  ana  irregular  activities  under  this 
program  to  this  new  office. 

The  third  function  transferred  is  the  evaluation  function,  which 
is  the  organization  of  ICA  which  has  been  turning  out  the  evaluation 
reports  to  which  you  referred.  Senator.  Here  again,  the  functions 
powers,  duties,  ana  responsibilities  of  this  office,  as  it  was  constituted 
in  ICA,  have  been  transferred  to  the  new  office. 

So  as  I visualize  it  organizationally,  the  office  will  be  set  up  as  a 
three-pronged  operation  to  carry  out  these  three  somewhat  related 
but  otherwise  fairly  distinct  functions  as  set  forth  in  the  bill. 


POLICT  REVIEW  OFFICE 


Now  as  far  as  relationship,  which  I think  is  the  point  of  your  ques- 
tion—how  does  this  office  relate  to  operating  agencies  such  as  the  ICA, 
the  Department  of  Defense,  and  the  regular  Si-ate  Department  bu- 
reaus—-I  would  say  that  largely  the  office  will  be  a policy  office,  a policy 
review  office.  It  will  not  be  an  operational  entity  in  any  large  sense 
of  the  word.  For  example,  I will  fully  expect  that  the  Department 
of  Defense  and  ICA  will  conduct  their  own  internal  audits  of  their 


own  operations.  The  act  does  provide  that  the  internal  audit  pro- 
grams of  these  agencies  would  be  reviewed  and  approved  by  this  new 
Office  of  Inspector  General. 

Senator  Hruska.  To  whom  do  you  report? 

Mr.  Murphy.  The  act  specifically  provides  I will  be  responsible  to 
the  Under  Secretary  of  State  and  he  is,  of  course,  also  coordinator 
of  the  entire  mutual  security  program. 


NEW  REGULATIONS 

Senator  Hruska.  Now  in  his  testimony  yesterday,  Secretary  Dillon 
made  reference  to— 

new  regulations  which  have  gone  Into  effect,  eo  that  during  the  course  of  the 
past  year  no  money  Is  obligated  for  any  project  until  the  plans  or  sped  Scat  ions 
have  been  fully  prepared,  have  been  checked  ont,  and  cost  estimates  received. 

Will  your  office  have  anything  to  do  with  that  type  of  activity  ? 

Mr.  Murphy.  Yes,  in  the  sense  that  this  provision  that  the  Secre- 
tary was  stating,  Senator,  is  actually  a provision  of  law,  which  is 
section  517  of  the  Mutual  Security  Act,  enacted  last  year  for  the  first 
time.  It  has  been  operative  for  the  entire  fiscal  year  1959.  I would 
certainly  say  that  to  the  extent  that  Mr.  Dillon  in  his  capacity  of 
coordinator  develops  programing  guidelines  for  the  operating 
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agencies,  among  these  guidelines  for  the  operating  agencies  will  be 
provisions  of  law  such  as  517,  which  will  require  that  in  the  devel- 
opment of  programs  that  are  to  be  proposed  to  be  carried  out  under 
the  Mutual  Security  Act,  that  proper  planning,  engineering,  cost  esti- 
mates, and  so  forth  be  prepared  before  the  implementation  or  obliga- 
tional  phase  of  the  project  commences. 

Senator  Hhuska.  You  will  interest  yourself,  therefore,  in  your 
capacity  in  the  purview  of  section  517  to  which  you  have  referred? 
Mr.  Murphy.  Yes  sir,  I will. 

ATTITUDE  TOWARD  CONGRESSIONAL  REPORTS 

Senator  Hruska.  After  all,  we  heard  yesterday  and  we  hear  today 
that  mistakes  have  been  mode  by  ICA  in  the  post,  but  those  are  in 
the  past.  Now,  it  is  said,  we  have  something  different.  But  I have 
yet  to  recollect  a single  instance  where  an  adverse  report  from  a 
committee  of  the  Congress  has  been  met  with  anything  but  the  most 
stem  resistance  and  the  most  unbending  denials  as  to  any  wrong- 
doing, malfunctioning,  or  bad  judgment.  Maybe  that  is  all  to  inclu- 
sive, but  that  has  always  been  the  general  attitude  of  the  personnel 
of  the  ICA  so  far  as  my  observation  is  concerned. 

In  the  testimony  yesterday,  and  again  today,  we  have  some  indi- 
cations to  the  contrary.  I am  hopeful  that  in  the  work  of  the  In- 
spector General  and  in  the  light  of  this  new  spirit  that  maybe  we  will 
have  something  different  here  which  will  be  in  line  with  what  the 
Senator  from  North  Dakota  spoke  about  a little  while  ago. 

It  makes  it  too  hard  for  some  of  us  to  try  to  justify  this  program 
when  we  don’t  have  the  information  and  are  denied  so  mucn  of  the 
information  which  we  consider  of  value. 

Mr.  Saccio,  did  you  have  further  comment  on  that  general  subject? 
Mr.  Saccio.  May  I say,  although  I do  not  agree  with  your  general 
statement,  I should  point  out  at  least  that  in  the  hearings  before  the 
House  Foreign  Affairs  Committee  in  response  to  the  findings  of  the 
so-called  watchdog  committee  of  the  House  Foreign  Affairs  Com- 
mittee, and  in  our  relationship  with  the  Senate  Foreign  Relations 
Committee  we  have  cooperated  and  we  have  not  denial  that  there 
were  errors  or  mistakes. 

Senator  Chavez.  What  about  cooperating  with  the  committee  that 
furnishes  the  money  to  carry  out  the  act? 

Mr.  Saccio.  I don’t  know  of  any  instances  where  we  have  denied 
information  to  this  committee  on  request. 

Senator  Hruska.  If  my  statement  about,  always  resisting  and  al- 
ways denying  is  too  inclusive,  let  me  say  that  the  instances  are  far 
more  numerous  in  that  direction  than  they  have  been  of  one  of  expla- 
nation and  cooperation  and  saying  “Yes,  we  have  erred;  we  will  im- 
prove our  ways.” 

JUSTIFICATION  OF  MISTAKES 

I think  that  can  be  documented,  if  there  is  any  desire  for  that. 

I am  sure  if  we  go  back  over  the  last  6 or  8 years  we  can  show  again 
and  again  and  again  where  the  House  committee  has  come  out,  or 
some  Senate  committee,  and  called  attention  to  these  mistakes  and 
there  is  always  the  announcement,  “We  will  show  that  these  findings 
are  erroneous;  they  are  ill  considered;  they  are  ill  founded ; they  are 
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not  complete,”  and  so  on.  And  then  there  is  this  attempted  justifi- 
cation. 

I cannot  believe  that  my  colleagues  in  the  House  and  in  the  Senate 
would  be  so  ill  considerate  or  so  premature  in  their  judgment  that 
they  would  criticize  without  some  firm  foundation  for  some  complaint. 

Mr,  Saccio.  I agree  with  you.  But  I do  want  to  point  out  in  many 
instances,  and  they  have  been  considerable,  that  we  have  tracked  down 
certain  allegations  that  have  proved  not  to  be  so. 

Senator  IIhuska.  Collect. 

REPORT  SUBMITTED  TO  HOUSE 

Mr.  Saccio.  A year  ago  the  House  committee  issued,  with  its  gen- 
eral approval,  a report  that  we  submitted  to  the  House  in  which  we 
went  through  these  allegations;  we  tried  to  collect  all  of  them.  They 
ran  up  to  90.  We  showed  by  actual  answers — here  it  is — how  many 
of  these  really  had  any  basis  in  fact.  There  are  many  allegations 
against  the  agency’s  activities  that  are  not  just  so.  There  are  some 
obviously  with  which  we  agree.  In  our  internal  audit  reports  which 
are  available  to  the  GAO  we  criticize  ourselves  all  the  way  down  the 
line.  We  point  out  the  mistakes,  the  inadequacies,  the  incompetence. 
That  we  are  right  every  time  is  not  a claim  we  would  make.  But  we 
hate  to  be  the  victim  of  every  minor  or  statement  which  has  no  basis 
in  fact. 

Senator  IIruska.  It  has  been  at  least  my  observation  and  my  con- 
clusion that  there  has  not  been  the  best  of  relationship  in  that  regard. 
I do  hope  that  the  creation  of  this  inspector  general’s  office  will  result 
in  a relaxation  of  the  doctrine  of  separation  of  powers  and  executive 
privilege  to  an  extent  where  this  committee  and  its  counterpart  in  the 
House  certainly  would  be  the  beneficiary  of  a lot  of  this  information 
which  is  dug  out  and  which  we  can  do  also  if  we  undertook  an  in- 
spector general’s  job  with  the  staff  as  big  as  yours.  I don’t  think  we 
should  be  called  to  duplicate  it. 

GAO  INVESTIGATION  PROBLEMS 

Mr.  Saccio.  The  GAO  is  in  effect  the  inspector  general  of  the  Con- 
gress and  it  has  been  working  on  our  programs. 

Senator  Hruska.  Here  is  the  testimony  of  Mr.  Keller  who  testified 
before  the  Congress,  and  his  official  life  is  fairly  full  of  frustration 
because  he  cannot  get  at  certain  things  in  timely  fashion  and  adequate 
fashion  to  do  his  job  for  the  Accounting  Office  as  he  sees  it  should 
be  done.  Maybe  that  is  a falsely  acquired  frustration,  but  he  testified 
to  it 

Mr.  Saccio.  Here  again,  I point  out  that  at  least  here  is  an  example 
of  our  activity,  responding  to  the  watchdog  committee  of  the  House, 
Foreign  Affairs,  which  made  three  basic  recommendations  early  this 
year,  sometime  in  March.  Every  one  of  those  recommendations  was 
adopted  by  ICA  within  a short  period  of  time.  One  was  put  into 
effect,  one  a week  after.  In  fact,  I may  say  we  were  thinking  about 
doing  it  ourselves,  but  theirs  was  the  first  public  statement  made.  We 
adopted  it.  The  other  two,  we  put  into  effect  in  the  next  2 months. 

I think  this  is  a good  example  that  our  spirit  is  not  one  of  fighting, 
but  of  learning  ana  trying  to  do  the  best  job  we  can.  I again  have  to 
disagree  with  Mr.  Keller,  because  his  organization  has  access  to  our 
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internal  Audit  reports,  oiiroxprewuon  of  vimvn  among  our  people.  Tim 
only  tiling  loft  t hut  they  have  not  boon  able  lo  got  ban  boon  the  evaluo- 
tion  miorlK,  but  tlioy  Imvo  n whole  staff  tlmt  in  physically  situated  in 
IOA,  timt  goes  to  im  office,  asks  for  information,  it  in  handed  tlm  in- 
formation. f urn  mire  Mr.  Kollor  will  testify  to  thin  and  oonlirm  my 
statement. 

Senator  IIuuhka.  Tlm  testimony  in  tlm  committee  will  alsofHhow 
that  1m  still  bus  Homo  frustrations.  I imagine  wo  could  go  on  that 
subject  for  hours. 

1 am  very  grateful,  M r.  Chairman,  for  tlm  timo  accorded  mo. 

Collator  ItoiuwrsON.  Tlm  Chair  recognizes  the  Senator  from  Nevada. 

Senator  llim.n.  1 have  noquestions.  Possibly  later. 

Senator  Hoiikuyson.  Mr.  Monronoy  ! 

BAtjew  UNttKR  venue  law  4 ho  vrogbam 

Senator  Monkonkv,  Are  the  sales  that  come  under  the  Public  Paw 
480  program  in  addition  to  the  $700  million  programed  by  flic  House, 
or  are  they  a part  of  that  If 

Mr.  UimH.r.nKitoKU,  They  aw  in  addition. 

Senator  Monronky.  Then  whatever  we  do  sell  in  agricultural  com- 
modities under  Public  Law  480 — if  we  sell  $t75  million,  which  I gather 
from  the  book  is  tlm  goal — would  bring  this  up  then  by  that  amount? 

Mr.SAorto.  No  sir.  There  a re  two  separate  parts. 

Senator  Eu, under.  A part  of  t hut,  Senator,  is  t he  development  loan 
program. 

Air.  Saccio.  Von  referred  to  two  sect  ions  of  17.S.  laws.  There  is  u 
prevision  in  the  Mutual  Security  Act,  section  402,  which  providos 
that  of  all  tlm  money  appropriated  wo  have  to  spend  $175  million 
on  surplus  agricultural  products  in  conducting  the  aid  program. 

Senator  Mon  honey.  That  comes  out  of  the  $700  million  ? 

Mr.  Saccio.  And  the  other  appropriations  under  this  act,  that  is 
right.  Now  Public  Law  480,  winch  is  another  law,  is  in  addition  to 
the  amounts  provided  here. 

PUBLIC  LAW  490  KXPRNUlTUBSa 

Senator  Mon  roney.  How  much  of  the  funds  from  Public  Law  480 
have  we  used  in  the  countries  receiving  this  defense  support! 

Air.  Saccio.  It  is  about  $700  million  annually. 

Senator  Eixender.  How  much  was  that! 

Mr.  Saccio.  $700  million. 

Senator  Monronet.  Then  there  is  another  interjection  of  assets  into 
these  countries  of  $700  million  annually  from  Public  Law  480? 

Mr.  Saccio.  Food,  yes. 

Senator  Monroney.  It  enriches  their  economy  just  as  if  you  had 
enriched  it  with  gold  or  anything  else  except  that  it  is  not  negotiable. 
But  their  country  is  enriched  by  the  $700  million  additional  that  does 
not  show  here! 

Mr.  Saccio.  It  does  not  add  to  the  long-term  development  of  the 
economy.  It  helps  feed  these  people  who  cannot  afford  to  buy  the 
food  with  dollais. 
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Senator  Monronby.  When  you  buy  this  $700  million,  are  yon  buying 
it  tit.  tlio  world  rate  of  their  currency,  or  uro  you  buying  it  at  the 
official  rate? 

Mr.  Sacoto.  Under  the  act,  it  is  charged  at  tho  CCO  price,  but  our 
mile  is  based  on  the  world  market  price. 

Senator  Monronby.  That  represents  about  01  cents  a bushel  on 
wheat  below  the  price  at  which  (XXI  lias  it;  is  that  correct? 

Wenittor  Eu.bndbh.  Ah  the  Hemitor  Inis  pointed  out,  tho  Public  Law 
4 HO  ftimls  are  in  addition  to  our  other  grant  and  loan  aid.  We  send 
our  surplus  food  and  Hell  it  at  the  world  market  price.  About  65  per- 
cent of  the  purchase  price  paid  by  the  country,  is  then  immediately 
loaned  back  to  the  country  on  a 00-  or  40-year  basis  at  2 or  Z percent 
interest. 

Hemitor  Mon  honk  y.  I realize  we  are  selling  at  the  world  price, 
which  is  less  than  tho  price  we  paid  for  it,  but  that  is  all  right.  Tluit 
is  what  wo  would  sell  it  for  if  they  bad  dollar  exchange.  Tho  point 
I am  getting  at  is,  when  we  sell  it  to  them  at  this  price,  do  we  take 
payment  at  tho  world  rate  of  their  local  currency  or  stated  official 
exchange?  There  is  some  deviation,  sometimes  as  much  as  1 for  JO. 
How  do  wo  calculate  that  amount? 

intehnationai.  monktaby  fund  rate 

Mr.  Saccio,  Tho  basic  reference  is  the  “IMF”  rate.  We  try  in  all 
these  cases  to  got  a realistic  rate  of  exchange  when  we  decide  a side 
is  to  lie  made.  In  many  of  these  countries  you  have  multiple  exchange 
rates,  and  it  is  not  easily  determinable  what  the  real  value  is.  We  do 
refer  to  the  IMF  as  the  first  source. 

Senator  Monronby.  Is  the  IMF  rate  tho  International  Monetary 
Fund  rate  ? 

Mr.  Saccio,  Yes. 

Senator  Monronby,  That  would  correspond  roughly  to  the  world 
rate? 

Mr.  Saccio.  That  is  right. 

Senator  Monronby.  So  we  aro  not  taking  it  at  an  official  rate  that 
might  give  them  a.*  actual  price  of  10  percent  of  the  world  market 
price  ? 

Mr.  Saccio.  That  is  subject  to  negotiation  itself.  Public  Law  480 
is  not  intended  as  an  aid  law.  It  is  intended  as  a method  of  distribu- 
tion of  surplus. 

Senator  Monronby.  As  it  works,  it  is  a very  great  supplement  to 
our  aid  ? 

Mr.  Saccio.  No  question  about  that. 

Senator  Monroney.  $700  million  going  in  aid  plus  the  fact  that, 
although  they  pay  in  local  currency,  we  have  no  use  for  the  local 
currency  other  than  lending  it  back  to  them  for  40  years  at  2 percent; 
or,  if  we  do  not  lend  it  back  to  them,  we  do  them  a greater  favor  by 
blocking  the  currency.  They  do  not  have  to  pay  interest  on  the  cur- 
rency that  is  blocked;  it  is  left  in  their  local  banks  in  many  cases,  is 
it  not? 

Mr.  Saccio.  The  statements  you  have  made  are  generally  correct,  sir. 
But  I again  emphasize  two  things : First,  when  we  make  up  our  pro- 
grams and  present  it  to  the  Congress,  the  use  of  Public  Law  480 
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surplus  agricultural  food  is  taken  into  account  in  our  determination 
of  what  we  think  is  necessary  in  the  way  of  aid  to  a particular 
country. 

Second,  the  law  itself  as  intended,  I believe  expresses  the  policy  of 
the  United  States,  that  the  surpluses  that  we  have  should  be  used 
in  some  form  or  other:  That  we  either  sell  it  for  local  currency; 
we  give  it  where,  in  the  cases  of  emergency,  or  where  it  is  impossible 
for  these  people  even  to  pay  local  currency ; or  we  give  it  to  voluntary 
agencies  who  distribute  it  os  part  of  their  work  overseas. 

Now  we  say,  of  course,  that  this  is  in  addition ; but  the  fact  is  that 
our  planning  is  based  on  the  availability  of  these  surpluses.  There  is 
no  question  about  that,  sir. 

Senator  Monroney.  And  the  use  which  the  recipient  countries 
might  have  for  it? 

Mr.  Saccio.  Definitely. 

Senator  Monronev.  You  are  not  going  to  sell  wheat  to  a wheat- 
producing  country  and  cotton  to  a cotton-producing  country.  I think 
the  record  should  bo  clarified,  and  I was  trying  to  clarify  it.  The 
breakdown  sheet  does  not  show  any  place  that  there  is  another  $700 
million  coming  out  in  additional  defense  support  that  is  not  in  dollars, 
Mr.  Saccio.  It  is  not  just  defense  support. 

Senator  Monroney.  Well,  through  technical  cooperation  and  other. 
Mr.  Saccio.  You  have  Brazil  where  there  is  no  defense  support,  and 
India. 

Senator  Ellender.  Don’t  overlook  the  loan  programs,  Senator. 

STANDARDIZATION  OP  PUBLIC  LAW  480  CONTRACTS 

Sonator  Monroney.  In  the  negotiations  of  these  sales  for  soft  cur- 
rency under  Public  Law  480,  do  you  make  any  effort  to  standardize 
your  agreements,  or  does  each  one  represent  almost  a separate  treaty  ? 

Mr.  Saccio.  They  are  fairly  well  standardized,  because  we  have  in 
mind:  First,  the  need  for  food  over  and  above  what  they  can  pro- 
vide themselves  with  their  own  foreign  exchanges;  and,  secondly, 
what  we  are  going  to  use  the  local  currency  for.  They  don’t  vary 
much,  of  course,  but  we  try  to  determine  in  advance  what  use  the 
local  currency  will  be  put  to,  on  a loan  or  grant  basis. 

Senator  Monroney.  It  represents  usually  about  50  or  60  percent 
of  the  purchase  of  local  currency  that  is  loaned  back? 

Mr.  Saccio.  In  our  field  for  ICA  it  may  be  about  60  percent;  yes. 
Senator  Monroney.  That  is  loaned  at  roughly  40  years  at  2 percent; 
is  it  not? 

Mr.  Saccio.  No  ; the  percentage  is  the  same  rate  as  the  Development 
Loan  Fund  percentage  that  applies  to  the  particular  situation. 

Senator  Monroney.  What  do  you  mean,  the  interest? 

Mr.  Saccio.  The  interest  rate;  yes. 

INTEREST  RATE  ON  LOCAL  CUBBENOT  LOANS 

Senator  Monroney.  Do  you  have  a flexible  interest  charge? 

Mr.  Saccio.  I think  it  is  fixed  at  4 percent,  sir. 

Senator  Monroney.  It  is  4 percent? 

Mr.  Saccio.  Yes. 

Senator  Monroney.  Is  the  payout  negotiable,  or  is  it  a standard 
payout? 
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Mr.  Mtni’iir.  Standard ; 40  years. 

Senator  Monroney.  T know  that  the  use  of  most  of  theso  funds  re- 
ceived whon  we  sell  agricultural  surplus  under  Public  Law  480  is 
limited  to  the  purposes  specified  in  the  act  and  the  country  paying 
them  generally  controls  their  use  to  a certain  degree. 

Mr.  Saccio.  We  jointly  control  it.  It  is  very  much  a joint  operation 
in  fho  sense  that  we  want  to  indicate  bow  it  is  to  be  spent  and  they 
agree  or  make  suggestions,  which  we  may  agree  to,  as  to  how  they 
should  be  spent. 

Senator  Monroney.  You  may  be  familiar  with  the  proposal  for  an 
International  Development  Association,  which  is  receiving  serious 
consideration  by  the  administration.  Of  these  funds  that  we  have 
generated,  about  billion  have  not  been  loaned  back  and  are,  there- 
fore, available.  Could  we  lond  that  currency  through  the  World  Bank 
or  a subsidiary  of  the  World  Bank? 

Mr.  Saccio,  I imagine  you  can,  if  you  accept  the  same  limitations 
that  we  as  a practical  matter  have  had  to  accept  in  the  use  of  local 
currencies;  to  wit,  its  limitation  in  value  within  the  country  itself,  the 
inability  to  use  it  as  foreign  exchange  because  of  the  credit  of  the 
country.  All  these  things  would  have  to  be  taken  into  account. 

ENCOURAGEMENT  OF  MULTILATERAL  TRADE 

Senator  Monroney.  There  are  no  statutory  or  treaty  restrictions 
in  the  sale  of  these  that  would  prevent  us  from  transferring  it  to 
encourage  multilateral  trade,  as  is  now  being  done?  Yon  have  made 
a good  point,  and  I think  it  is  fine  that  you  have  been  making  theso 
triangular  deals. 

Mr.  S acc io.  Of  course,  if  we  are  referring  to  future  transactions,  I 
don’t  think  there  would  be  too  much  difficulty.  We  might  have  to 
clarify  section  104  of  Public  Law  480,  which  lists  the  uses. 

Senator  Monronf.y.  One  of  the  uses  listed  is  the  encouragement,  of 
multilateral  trade.  If  you  do  it  triangularly,  what  is  the  difference? 
You  may  have  to  negotiate  it  a little  bit. 

Mr.  Saccio,  On  contracts  which  have  already  been  signed,  this 
would  have  to  be  unilaterally  accepted  by  the  other  side,  since  the 
contract  is  already  in  effect. 

Senator  Monroney.  The  4 percent  interest  or  the  interest  rate  we 
draw  from  the  lend-bank  would  certainly  bo  free  currency  that  we 
would  use  as  we  please  ? 

Mr.  Saccio.  It  comes  back,  though  under  the  provisions  of  the  act. 
There  has  been  a great  debate  among  the  lawyers  as  to  what  happens 
to  the  money  when  it  is  paid  back,  whether  it  can  be  used  again  or  go 
back  into  the  Treasury. 

Senator  Monroney.  There  would  be  no  restriction  on  that? 

Mr.  Saccio.  No. 

Senator  Monroney.  Local  currency  would  be  subject  to  lending 
by  DLF  or  by  a subsidiary  of  the  World  Bank  ? 

Mr.  Saccio.  That  is  right.  Under  some  of  the  current  contracts 
there  is  provision  for  consultation  with  the  country  on  the  use  of  the 
local  cu  r rency  when  i t comes  back  to  it. 

Senator  Monroney.  Thera  is? 

Mr.  Saccio.  Yes. 
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AMORTIZED  40-YEAB  LOANS 

Senator  Monroney.  Those  40-year  loans,  are  they  amortized  on  a 
regular  40-year  basis  as  to  retirement,  and  interest? 

Mr.  Saccio.  Yes.  In  some  of  the  earlier  agreements,  the  amor- 
tization did  not  start  right  away.  There  was  a grace  period.  Hut 
in  the  recent  agreements,  they  start  fairly  soon  after. 

Senator  Monroney.  They  are  supposed  to  pay  out  in  40  years,  even 
though  you  have  delayed  repayment? 

Mr.  Saccio.  That  is  correct. 

PURCHASES  or  CIVILIAN  AIHOBAJT 

Senator  Monronky.  I have  one  further  question.  I have  been 
searching  the  record  to  find  out  about,  purchases  of  aircraft,  civilian 
iti  re  raft.  Bo  you  do  that  under  defense  support  ? 

Mr.  Saccio.  No. 

Senator  Monronky.  Not  for  your  own  agency,  but  I mean  for  par- 
ticipating countries.  Thailand,  for  example,  is  listed  for  aviation 
development  in  some  of  the  sheets.  I wondered  if  it  was  ICA  that 
financed  the  fleet  of  Super  G Constellations. 

Mr.  Saccio.  We  do  not  believe  we  financed  the  purchase  of  those. 
As  a factual  question  on  this  particular  country,  we  have  not. 

Senator  Monroney.  I was  trying  to  trace  down  where  the  financing 
came  from.  I understand  the  planes  were  not  utilized  to  any  degree 
and  now  they  have  been  leased  to  “SAS.” 

Mr.  Saccio.  We  will  check  and  see. 

Senator  Monroney.  Could  you  give  me  a report  on  that? 

Mr.  Saccio.  We  will. 

(The  information  is  classified  and  is  in  the  files  of  the  committee.) 

Senator  Monroney.  Would  other  countries,  such  as  Indonesia  or 
Pakistan,  be  eligible  under  defense  support  or  our  other  aid  program 
for  the  purchase  of  new  aircraft? 

Mr.  Saccio.  Yes.  There  is  no  restriction  on  the  purchase  of  com- 
modities if  the  commodities  are  what  we  agree  are  needed  by  the 
country.  It  may  be  in  the  form  of  a project  assistance  or  it'  may  be 
in  the  form  of  a nonproject  assistance  making  foreign  exchange  avail- 
able for  the  purchase  of  commodities  necessary  for  the  development 
of  the  country. 


CONTROL  OVER  TYPE  OF  PLANES  PURCHASED 

Senator  Monroney.  For  instance,  in  countries  where  obviously  all 
the  airports  will  fit.  a DC-3  but  not  a 707,  do  we  have  any  control  over 
whether  we  permit  them  to  buy  huge  planes,  turboprop  planes  of  the 
Electra  type  ? 

Mr.  Saccio.  We  certainly  would  under  our  financing. 

Senator  Monronf.y.  In  other  words,  I have  had  some  complaints 
that,  there  has  been  some  effort  to  discourage  sales  of  our  used  aircraft, 
DC-6’s  and  Convairs,  which  would  fit  very  well  into  the  needs  of 
these  other  countries  and  could  be  brought  up  to  very  good  standards 
of  inspection  and  certification,  and  to  promote  the  sales  only  of  new 
aircraft,  of  completely  new  types  with  which  the  natives  and  pilots  are 
unfamiliar. 
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Mr.  Saccio.  I certainly  am  not  familiar  with  any  activities  of  the 
ICA  along  this  line. 

Senator  Monkoney.  I wish  you  would  take  a look  at  this  aviation 
question.  I think  they  should  have  aircraft,  but  I think  the  aircraft 
should  be  suitable  for  the  economic  development  of  the  country.  It 
should  not  put  them  into  an  international  airline  business  when  they 
have  no  traffic  originating  except  the  traffic  within  the  country  ana 
perhaps  only  one  airport  that  would  be  capable  of  receiving  these 
planes  of  larger  size  and  higher  performance. 

TOTAL.  EXPEND! TUBES  ON  AIRCRAFT  AND  PARTS 

Mr.  Saccio.  Very  well,  we  shall  do  that. 

I want  to  give  the  figure  of  the  total  amount  spent  on  aircraft* 
engines  and  parts  last  year.  That  is  for  9 months  of  the  last  fiscal 
year,  $221,000. 

Senator  Monroney.  Thank  you,  very  much. 

Senator  Bible.  Senator  Dworshak. 

I/IMITATION  IN  FUNDS  FOR  PROPAGANDA 

Senator  Dworshak.  Thank  you,  Mr.  Chairman. 

Mr.  Biddleberger,  I would  like  to  have  some  misinformation  and 
confusion  cleared  up,  possibly  you  or  Mr.  Saccio.  It  deals  with  the 
Dworshak  amendment  and  I have  been  plagued  for  several  years  be- 
cause of  having  sponsored  that  amendment  in  1952.  That  is  section 
508,  the  act  of  1954.  I should  like  to  read  it. 

Limitation  on  funds  for  propaganda.  None  of  the  funds  herein  authorised 
to  be  appropriated,  nor  any  counterpart  funds,  shall  be  used  to  pay  for  personal 
services  or  printing  or  for  other  expenses  for  the  dissemination  within  the  United 
States  of  general  propaganda  In  support  of  the  mutual  security  program  or  to 
pay  the  travel  or  other  expenses  outside  the  United  States  of  any  citizen  or  group 
of  citizens  of  the  United  States  for  the  purpose  of  publicizing  such  program  with- 
in the  United  States. 

At  a recent  press  conference  held  by  the  President,  some  correspond- 
ent asked  a question  of  the  President  and  he  did  not  respond,  because 
I am  sure  he  was  not  fully  informed  as  to  the  information  desired.  But 
this  question  was  predicated  upon  whether  all  of  this  difficulty  stem- 
ming from  the  failure  of  the  State  Department  or  ICA  to  release  in- 
formation relating  to  ICA  is  the  result  of  the  amendment  which  I spon- 
sored several  years  ago. 

Now  the  facts  are  that  at  the  time  I proposed  that  amendment  I was 
interested  only  in  stopping  propaganda  work  within  the  United  States. 
At  that  time  there  were  about  80  persons  employed  in  an  office  for  the 
purpose  of  disseminating  propaganda,  printing  newspaper^  sending 
out  speakers  to  sell  the  foreign  aid  program  to  the  American  tax- 
payer. 

PUBLICIZING  FOREIGN  AID  PROGRAM  ABROAD 

At  that  time  I mentioned  that  I certainly  was  in  favor  of  doing  some 
of  this  work  publicizing  the  foreign  aid  program  abroad,  because,  for 
instance,  in  France  if  we  spent  a lot  of  money  and  we  shipped  a lot  of 
food  and  assisted  that  countiy  I wanted  the  nationals  of  that  country 
to  be  aware  of  the  contribution  being  made  by  the  United  States. 

Now  the  misinformation  is  credited,  apparently,  because  you,  as  well 
as  Mr.  Dillon  yesterday,  object  to  some  of  the  provisions  which  would 
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force  tho  Slate  Department  to  disclose  information.  Now  my  amend- 
ment worked  in  the  opposite  direction.  T did  not  want  any  prop- 
aganda. Certainly  you  cannot  justify  the  assumption,  based  on  the 
question  and  the  President’s  answer  a few  weeks  ago,  that  if  there  is 
any  confusion  or  conflict  dealing  with  the  general  subject  of  publicity 
anil  information  relating  to  the  IOA  program,  that  I am  responsible 
for  it.  Now  what  is  your  response  ? T think  Mr,  Snecio,  as  Chief  Coun- 
sel for  a couple  of  years,  might  he  bettor  qualified  than  you  to  answer 
that  , but  I would  like  a brief  explanation. 

Mr.  Hinm.KHKitoi'it.  Thank  you,  Senator,  and  if  I tuny  I will  turn  it 
over  to  him  in  a moment,  I would  like  to  say,  for  oho  flung,  I am 
aware,  at  least.  I road  the  transcript  of  the  President’s  conference  on 
that,  so  I am  familiar  with  what  lie  said.  My  information  is,  and  I 
inquired  about  this  immediately  after  I got  back,  that  section  f>08, 
based  on  what  was  thought  to  be  the  intent  of  Congress,  1ms  been,  shall 
T say,  under  a strict  interpretation  by  1C  A.  I am  the  first,  to  admit 
that  sometimes  tho  frontier  between  propaganda  and  information  is 
not  always  easy  to  draw’.  There  aro  those  who  might  say  in  one  cuso 
“This  is  not  information,  this  is  propaganda,”  and  those  who  might 
equally  sny,  “Not  at  all,  this  is  legitimate  information.” 

Therefore,  I think,  Somitor,  that  the  interpretation  of  this  section 
does  present  and  has  presented  some  difficulties. 

Senator  Dwohshak.  In  what  way? 

Mr.  Riduleukkokti.  In  the  sense  I have  just  explained,  that  there 
is  a difference  of  opinion  respecting  what,  is  information  and  what  is 
propaganda. 

Senator  Pworsiiak.  Then  yon  do  believe  that  the  amendment  has 
inhibited  to  some  extent  the  circulation  or  dissemination  of  publicity 
which  in  the  minds  of  some  was  propaganda,  but  in  tho  minds  of 
others  was  legitimate  information  relating  to  the  IOA  program? 

Mr.  Riddlebeugkr.  I am  informed  that  there  has  been  a consid- 
erable, and  I have  no  doubt  sincere,  difference  of  opinion  with  w’hat 
respected  propaganda  and  w hat  constituted  information. 

Senator  Pworsiiak.  It  depends  on  who  is  issuing  it. 

Mr.  Riddlkberger.  That  is  right.  Having  said  that,  I will  ask  Mr. 
Saccio  to  comment  further. 

Mr.  Saccio.  I should  like,  to  sav,  Senator  Dworshak,  that  the  ques- 
tions of  the  executive  privilege  and  security  certainly  are  not  in  the 
area  of  section  50ft.  There  is  no  relationship. 

Senator  Pworsiiak.  That  is  my  understanding. 

Mr.  Saccio.  Any  remarks  which  may  have  given  the  impression 
that  we  did  not  declassify  things  because  of  508  would  be  a mistake. 
However,  as  Mr.  Riddleberger  lias  pointed  out.  our  fingers  have  been 
burned  by  criticism.  If  we  put  out  a little  booklet  to  try  to  put  these 
seven  presentation  books  in  a form  so  that  a Congressman  can  look  at  it 
easily  and  find  out  what  the  subject  matter  is  without  going  into  all 
the  details,  there  are  people  who  criticize  us  by  saying,  “Look,  this 
is  just  a little  book  to  convince  the  Congressmen  to  vote  for  your  bill.” 
If  we  put  it  out  beyond  the  Congress,  then  we  really  are  questioned. 

We  feel,  and  I hope  we  have  your  general  agreement,  that  we  can 
do  more  in  the  field  of  letting  the  American  people  know  what  the 
program  is  about.  We  may  nave  the  problem  of  blowing  our  horns 
too  much,  but  we  are  writing  the  stuff,  we  believe  in  the  program  and 
obviously  you  are  going  to  get  some  of  that. 
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Senator  Dwohhhak.  With  the  stipulation  that  you  deal  with  factual 
information,  I have  no  objection.  By  that  I mean  if  the  information 
which  you  circulate  has  n tendency  to  gain  support  for  the  program, 
that  is  all  right.  Because  f have  been  a vigorous  critic  of  the  pro- 
gram, I believe  the  more  information  that  the  American  people  get 
about  what  is  actually  being  done  under  this  program,  to  that  extent, 
there  will  arise  a wave  of  opposition  and  objection  to  the  program. 

withholding  of  spkcifio  detailed  infohmatton 

So  you  have  my  blessing  in  that  regard.  If  you  have  faith  and 
confidence  in  your  version  of  foreign  aid,  that  is  one  thing.  On  the 
other  hand,  T think  it  would  have  a wholesome  effect  to  let  the  Ameri- 
can people  know  about  some  of  these  programs.  I know  yon  with- 
hold much  of  the  specific  detailed  information,  even  from  us  on  the 
committee.  It  is  made  available  in  statistical  form,  but  we  are  not 
allowed  to  take  this  hook  or  volume  with  us  to  the  office  and  I certainly 
would  not  want  to  do  that  and  risk  the  possibility  of  having  some 
person  get  possession  of  it.  But  on  the  other  hand  T think  there 
has  been  a suppression  of  much  of  the  information  dealing  with  this 
program. 

I am  glad  to  get  your  assurance.  Do  you  want  to  add  something 
else  about  that? 

BENEFICIAL  EFFECT  OF  OPEN  DISCUSSION 

Mr.  S a goto.  I think  we  have  been  encouraged  by  both  the  author- 
izing committees  and  I hope  that  we  have  your  agreement  that  the 
only  way  to  got  a sound  opinion  or  an  opinion  based  on  a good  founda- 
tion is  to  have  open  discussion  hero  in  the  United  States. 

Let  us  state  our  case,  let  us  state  what  we  think  we  are  doing,  and 
we  can  be  criticized  by  others,  like  some  of  the  Senators  of  this  com- 
mittee who  have  gone  out  and  looked  at  the  program  and  who  have 
disagreed  with  us.  This  is  the  only  way  I think  the  American  people 
can  get  a good  view,  as  you  have  pointed  out. 

If  we  feel  that  we  can't  do  it  because  of  certain  amendments,  then 
that  is  the  end  of  the  discussion.  I think  we  both  favor  open  dis- 
cussion on  this. 

Senator  Dworshak.  That  is  right.  I think  the  discussion  we  had 
on  aid  to  Greece  will  have  a beneficial  effect  both  ways,  and  ultimately 
for  Greece  itself. 

Now  I want  to  conclude  so  far  as  I am  concerned,  with  this  brief 
observation,  that  I have  had  Eric  Johnston,  I have  had  many  other 
persons,  and  recently  I had  the  publisher  Amberg  of  the  St.  Louis 
Globe  Democrat,  who  is  a member  of  the  President’s  Commission,  set 
up  to  disseminate  information  and  to  publicize  the  program.  He 
spent  an  hour  in  my  office.  I assured  him  that  I did  not  believe  that 
we  could  construe  this  section  so  narrowly  that  the  ICA  or  the  Presi- 
dent, for  that  matter,  would  be  prevented  from  circulating  factual 
information  dealing  with  this  program. 

My  original  objective  was  merely  to  prevent  the  use  of  propaganda. 

I am  sure  that  you  will  agree  with  me  at  the  time  I was  inspired  to 
do  that,  ICA  or  whatever  it  was  called  at  that  time  was  publishing 
a full  size  newspaper  telling  about  the  program  and  what  it  was 
doing,  and  it  was  being  circulated  to  every  newspaper  in  the  United 
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Slates.  I thought  that  was  going  far  beyond  tho  noint  of  providing 
factual  information.  I am  euro  you  will  ngroo  with  mo. 

Mr,  Saccio.  1 was  not  connected  with  tho  program  thou,  but  I cer- 
tainty will  agree  if  we  go  to  extremes  in  this  wo  would  dofoat  the 
very  purpose  of  putting  out  this  information. 

Senator  Biw.k.  Senator  Byrd. 

OmaiAT.  RELATION  All  ll’B  WiTII  BOLIVIA 

Senator  Byiu>.  Mr.  Chairman,  I would  like  to  ask  what  our  ofFl- 
oinl  relationships  have  boon  with  Bolivia.  What  are  they  today? 
Aro  they  better  than  they  wore  boforo  we  sturtod  our  aid  program 
in  Bolivia,  or  havo  they  deteriorated  ? 

Mr.  Kidduciirkorii,  If  I may  I will  usk  Mr.  Saccio  to  respond  to 
that  quotation,  Iwcuuse  I happen  to  know  only  recently  he  lias  ac- 
quainted himself  thoroughly  with  this  matter. 

Senator  Byrd.  All  right. 

Mr,  Saccio.  1 think  our  relationship  today  us  compared  to  1952 
is  much  better. 

Since  1952  when  the  revolution  occurred  in  Bolivia,  I think  wo  have 
maintained  very  good  relationship  with  the  country  and  with  tho 
Government. 

As  far  as  the  Bolivian  Government's  activities  in  tho  international 
field,  its  expression  of  views  in  various  international  forums^  I don’t 
think  that  there  is  anything  that  tho  United  States  could  desire  more 
than  what  they  have  done. 

Senator  Byiu).  Has  the  political  situation  liecome  more  settled 
in  recent  weeks  there? 


ECONOMIC  PROBLEMS  IN  BOLIVIA 

Mr,  Saccio.  I could  not  answer  on  the  basis  of  wooksy  but  I would 
say  over  tho  past  G months  the  country  itself  has  had  serious  economic 
problems  winch  have  certainly  not  added  to  tho  political  stability 
of  the  country. 

There  have  been  strikes;  there  have  been  difficulties,  riots;  there 
havo  been  sharp  disagreements  botweon  major  parts  of  the  working 
population  and  t he  Government. 

I would  not  say  it  is  an  ideal  situation  at  the  present  time. 

Senator  Byrd.  Have  the  economic  conditions  which  led  to  our 
provision  of  special  assistance  to  Bolivia  improved  since  we  began 
giving  aid  to  Bolivia? 

Mr.  Saccio.  I would  say  they  are  not  although  there  are  areas  where 
there  h ave  been  i mprovements. 

The  basic  difficulty  in  Bolivia  is  its  foreign  exchange  situation 
which  deteriorated  badly  in  1953  and  which  has  not  improved,  in 
fact,  it.  may  have  gotten  worse,  due  to  the  fact  that  the  price  of  tin 
has  either  gone  down  or,  although  the  price  may  have  remained  the 
same,  the  market  is  not  as  broad  and  so  they  have  lost  something 
like  $50  million  of  foreign  exchange  annually  which  is  a fairly 
suhstanti  al  loss  for  a country  of  that  size. 

Senator  Byrd.  Ho  you  believe,  then,  that  our  official  relationships 
have  deteriorated  ? 
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Mr.  Sacoio,  I do  not  think  so.  I think  tho  economic  problems  are 
such  that  you  might  say  that  our  position  has  become  a lot  more 
firm  in  trying  to  got  this  country  to  moot  some  of  tho  very  basic  prob- 
lems it  1ms  which  arc  not  only,  I might  say,  economic,  but  social,  as 
well, 

UOUftn  HE  AM  NOB 

Senator  limn.  I note  in  tho  hearings  conducted  by  the  House  com- 
mittee that  Mr.  lloll  expresod  the  belief  that  there  has  boen  some 
deterioration  in  official  relationships  with  Bolivia.  You  would  dis- 
agree with  Mr.  Bell  ? 

Mr.  Sacoio.  I think  the  statement  that  Mr.  Rubottom  recently  made 
on  the  subject  of  the  political  relationships  would  be  a lot  more 
authoritative. 

I don’t  know  whothero  there  is  any  real  disagreement  between  Mr. 
Rubottom  and  Mr.  Bell. 

AID  PROGRAM  IN  IRAQ 

Senator  Byiu>.  Do  wo  liavo  any  aid  program  being  conducted  in 
Iran? 

Mr.  Sacoio.  It  is  a vory  limited  program  at  this  time.  It  can  lie 
described  practically  as  a holding  operation  with  the  major  emphasis 
in  the  area  of  participant  training,  people  coming  here  to  the  United 
States.  So  far  as  technicians  themselves  in  the  country,  it  is  quiescent. 

We  have  a man  there,  of  course,  who  has  good  relationships  with 
some  of  the  ministries,  holding  our  operation  at  that  level  at  this 
particular  time. 

I was  just  reminded  to  say  that  there  is  no  capital  assistance  at  all, 
that  the  program  in  Iraq  on  the  economic  assistance  side  has  been 
almost  wholly  technical  assistance  cooperation  for  years. 

Senator  Byrd.  Whs  there  a defense  support  program  at  the  time  of 
the  coup  there  ? 

Mr.  Saocio.  Last  year,  no.  There  has  not  been  any  capital  aid  to 
Iraq. 

Our  approach  on  the  economic  side  has  been  that  we  were  giving 
technical  cooperation  and  advisory  assistance.  That  has  been  the 
gist  of  the  program  for  years. 

Senator  Byrd.  There  was  a military  assistance  program,  was  there 
not? 

Mr.  Sacoio.  There  was. 

Senator  Byrd.  But  no  defense  support  ? 

Mr.  Saocio.  No  defense  support. 

Senator  Byrd.  Was  there  any  economic  assistance  program  other 
than  technical  assistance  at  that  time  ? 

Mr.  Saocio.  No,  sir. 

TOTAL  AMOUNTS  SPENT  IN  GW®0» 

Senator  Byrd.  Mr.  Chairman,  I wonder  if  it  might  be  a proper 
request  to  ask  Mr.  Riddleberger  to  supply  for  the  record  at  that  point 
where  he  was  being  interrogated  by  Senator  Ellender  and  Senator 
Dworshak,  I believe,  and  myself,  concerning  Greece,  to  ask  that  a 
table  be  inserted  in  the  record  giving  for  a period  of  the  last  5 years, 
we  will  say,  the  amounts  of  moneys  that  we  have  spent  there  for 
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defense  support  or  special  assistance,  or  any  amounts  of  Public  Law 
480  money  and  so  on,  all  categories  of  assistance  in  each  of  the  past 
5 years. 

Sonator  Bible.  I assume  there  will  be  no  difficulty.  You  want  it  all 
inclusive  as  to  the  amount  ? 

Senator  Byrd.  Might  we  inquire  if  he  could  also  supply  at  that 
point  in  tho  record  some  information  which  would  indicate  the  tax 
picture  there  inasmuch  as  that  subject  has  arisen  here,  giving  us  a 
picture  of  the  tax  base,  the  tax  rates,  the  tax  revenues,  and  the  gross 
national  product,  the  per  capita  income,  the  public  debt,  and  so  on, 
for  each  of  the  past  5 years. 

Senator  Bible.  Is  that  a request  that  can  easily  be  complied  with? 
Mr.  liiDDLEBEKOER.  I think  we  can  certainly  comply  with  most  of  it. 
On  the  question  of  the  detailed  information  on  the  tax  structure,  X 
would  have  to  check  that.  Certainly  the  rest  of  it  would  bo  available. 

Senator  Bible.  Does  the  Senator  from  West  Virginia  desire  to 
indicate  how  much  detail  he  wants  as  to  the  tax  structure  ? 

Senator  Byrd.  I think  we  ought  to  get  all  we  can  get  because,  as  I 
see  it,  there  has  been  a serious  indictment  of  continuing  a large  pro- 
gram of  defense  support  and  economic  assistance  and  so  on  m that 
country,  and  X think  we  ought  to  see  just  what  the  economic  picture 
is  there. 

(The  information  referred  to  appears  on  p.  368.) 

Now,  Mr,  Chairman,  I have  one  further  question,  and  I refer  to- 
page  25  of  Mr.  Riddleberger’s  statement  in  which  he  expresses  oppo- 
sition to  the  amendment  inserted  by  the  House  which  would  require 
certain  engineering  standards  and  so  on  in  the  construction  of  projects 
in  other  countries. 

He  states  in  the  fourth  paragraph  that  it  “requires  engineering 
studies  and  firm  cost  estimates  on  all  projects  of  over  $100,000.” 

He  is  referring  to  section  513  of  the  Mutual  Security  Act  enacted 
lastyear. 

My  question  is  this : 


PERCENTAGE  OF  CONSTRUCTION  PROJECTS  COSTING  OVER  *100,000 

Would  it  be  possible  for  us  to  be  informed  as  to  what  percentage 
of  the  projects  fall  into  that  category,  construction  cost  of  over 
$100,000? 

Senator  Bible.  Is  that  a request  that  can  be  complied  with? 

Mr.  Saccio.  I can  give  you  a general  estimate  on  that.  Probably  I 
should  say  right  off  that  we  apply  517  to  all  of  our  projects  and  do 
not  take  advantage  of  the  $100,000  exemption.  The  requirement  is 
built  into  the  system  and  it  is  expected  that  the  requirement  of  this 
provision  be  carried  out  in  all  program  submissions  to  Washington. 

Senator  Byrd.  So  you  are  not  restricting  the  application  of  that 
section  to  these  projects  that  are  above  $100,000. 

Am  I correct  ? 

Mr.  Saccio.  That  is  correct. 

Sena  tor  Byrd.  Thank  you. 

Senator  Bible.  Thank  you  very  much,  Mr.  Riddleberger. 

I understand  we  will  be  seeing  yog  later  on. 

Mr.  RmDLEBEROER.  Thank  you,  sir. 

BEST  AVAILABLE  COPY 
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(The  following  was  subsequently  submitted :) 


(Soe  p.  86.) 


Mutual  security — Estimated  unexpended  June  SO,  1959,  fiscal  year  I960  new  funds 
and  expenditure  availability  fiscal  year  1960 

[In  thousands  of  dol  lam J 


Military  assistance.. 

Defense  support 

Development  Loan  Fund 

Development  assistance..... 

Special  assistance 

President’s  Aslan  fund 

President’s  contingency  fund ... 

Technical  cooperation,  bilateral 

Technical  cooperation,  U.N 

Technical  cooperation,  OAS 

Joint  control  areas 

Atoms  for  peace. 

North  Atlantic  Treaty  Organization.. 
Intergovernmental  Committee  for 

European  Migration 

U.N.  Refugee  Fund 

Escapee  program 

U.N.  Children’s  Fund 

U.N.  Relief  end  Works  Agency 

Ocean  freight.. 

Control  Act 

Administrative  expenses,  ICA 

Administrative  ox  censes.  State 

NATO  Parliamentary  Conferenoe 

Total — 


Estimated  unexpended  June  30, 1659 


Obligated, 

oommltted, 

or 

reserved 


$3,639,823 
708.  CSS 
769, 792 
98,619 
180,429 
83,421 
143,342 
166,259 
0,687 
1,008 
275 
7,063 
968 

6,663 
1,179 
6,880 
10,088 
2,  era 

1,289 
128 
6, 146 
1, 107 


Unobligated, 
uncom- 
mitted, or 
unreserved 


4,801,014 


<$36,463 

90 

>13,246 


1,249 
2,476 
184 
• 3, 912 


300 

6 

2,101 


4,829 

”'668' 


4,428 

390 

14 

126 

64 


70,434 


Total 


$2,576,078 
798,778 
783,038 
96,619 
101,078 
86,896 
143,426 
169, 171 
- 9,687 
1,303 
281 
9,104 
968 

10,492 
1,179 
7,428 
10.088 
7, 107 
1,679 
142 
6,270 
1,171 


Amount 
authorized 
fiscal  year 
1960 


$1,400,000 

751,000 

>700,000 


247,600 


4,871,448 


165.000 
170, 500 

30.000 
1,600 

"'e.i65' 


'(12,200) 

1,100 

5,200 

12,000 

25,000 

2,300 


39.600 

(8,396) 


3,556,100 


Available 
for  expend- 
iture fiscal 
year  1960 


$3, 976,078 
1.649,778 
1,483,038 
96,619 
409,178 
86,896 
298,426 
338,071 
39,687 
2,808 
281 
15,664 
968 

10,492 
2, 279 
12,628 
22,088 
32, 107 
3,979 
142 
45, 770 
1, 171 


8,427,648 


> Includes  $21,000  proceeds  from  military  sales  available  until  expended  under  existing  legislation. 

* Total  unobligated  balance  Is  as  follows:  Uncommitted  as  above,  $13,246;  committed  but  not  obligated. 
$212,250;  total  unobligated,  $226,490;  all  available  until  expended  under  existing  legislation. 

» Of  this  authorization  not  to  exceed  $700,000,000  may  be  advanced  prior  to  July  1, 1960,  and  not  to  exceed 
an  additional  $1,100,000,000  may  be  advanced  prior  to  July  1, 1961. 

* Includes  $2,837  of  the  $8,000  added  by  Congress  for  Improved  personnel  and  training  program, 

* Continuing  authorization  is  now  oontalned  In  the  act. 

* $100,000  included  In  authorization  but  to  be  appropriated  In  another  bill. 
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(See  p.  108) 

Mutual  security  program  for  fiscal  year  I960— Breakdown  on  reclatm 


Title  Restoration  ■ ought 

Chapter  I.  Military  Assistance - — . $100,000,000 


Chapter  II.  Economic  Assistance : 

Title  I.  Defense  Support 51,  000,  OOO 

Title  II.  Development  Loan  Fund *650,000,000 

Administrative  expense  limitation (500, 000) 


Title  III.  Technical  Cooperation : 

Bilateral 25,600,000 

Multilateral,  <b)  Organization  of  American  States— —300,000 


Total,  title  III 25, 300, 000 


Title  IV.  Special  Assistance  and  Other  Programs : 

Special  assistance-— — 47, 500,  OOO 

Migrants,  refugees,  escapees: 

(a)  ICEM -620,000 

(d)  Escapee  program —568, 000 

Ocean  freight  charges,  U.S.  voluntary,  relief  agencies—  —390,  OOO 

General  administrative  expenses— 2, 375,  000 

State  Department  administrative  expenses 431,  000 

Atoms  for  peace 1, 248, 730 


Total,  title  IV 49, 967,  730 


Total,  Economic  Assistance — Chapter  II 776, 267, 730 


Total  restoration  sought 876,207,730 


* Of  which  $100,000,000  Is  for  use  Id  fiscal  year  1060  and  $800,000,000  for  use  in  fl&eal 
year  1901. 


(See  p.  118) 


List  of  68  Nations  and  Territories  Proposed  fob  Technical  and  Eoonomio 
Assistance  in  Fiscal  Year  1960 


Afghanistan 

Haiti 

Nigeria 

Argentina 

Honduras 

Pakistan 

Bolivia 

India 

Panama 

Brasil 

Indonesia 

Paraguay 

British  Guiana 

Iran 

Peru 

Burma 

Israel 

Philippines 

Cambodia 

Jamaica 

Rhodesia-Nyasaland 

Ceylon 

Japan 

Somalia 

Chile 

Jordan 

Spain 

China  (Taiwan) 

TJenya 

Sudan 

Colombia 

Korea  (South) 

Surinam 

Costa  Rica 

Laos 

Thailand 

Cuba 

Lebanon 

Tunisia 

Dominican  Republic 

Liberia 

Turkey 

Ecuador 

Libya 

Uruguay 

£71  Salvador 

Mexico 

Venezuela 

Ethiopia 

Morocco 

Vietnam  (South) 

Ghana 

Nepal 

Yugoslavia 

Greece 

New  Zealand 

Guatemala 

Nicaragua 

COMMITTEE  RECESS 

Senator  Bible.  With  that,  we  will  now  stand  in  recess  until  tomor- 
row morning  at  10 :30. 

(Thereupon,  at  1 p.m.,  Thursday,  August  6,  1959,  the  committee 
was  recessed,  to  reconvene  at  10:30  a.m.,  Friday,  August  7,  1959.) 
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FRIDAY,  AUGUST  7,  1050 

U.S.  Senate, 

Committee  on  Appropriations, 

Washington,  D.C. 

The  committee  met,  pursuant  to  recess,  at  10:30  a.m.  in  room  1224, 
New  Senato  Office  Building,  Hon.  Carl  Hayden  (chairman  of  the 
committee)  presiding. 

Present:  Chairman  Hayden,  Senators  Clmvez,  Ellendor,  Stennis, 
Monroney,  Bible,  McGee,  Saltonstall,  Dworshak,  and  Hruska. 

Military  Assistance  Program 

STATEMENTS  OF  GEN.  I . L.  LEMNITZER,  CHIEF  OF  STAFF,  U.S. 
ARMY,  ACCOMPANIED  BY  CHARLES  H.  SHUFF,  DEPUTY  AS- 
SISTANT  SECRETARY  FOR  MILITARY  ASSISTANCE  PROGRAMS, 
INTERNATIONAL  SECURITY  AFFAIRS;  CAPT.  L.  P.  GRAY  m, 
U.S.  NAVY,  MILITARY  ASSISTANT  TO  THE  CHAIRMAN,  JOINT 
CHIEFS  OF  STAFF;  MAJ.  GEN,  JOHN  S.  GUTHRIE,  U.S,  ARMY, 
DIRECTOR,  EUROPEAN  REGION,  OASB/ISA;  BRIG.  GEN.  FRED- 
ERICK 0.  HARTEL,  U.S.  ARMY,  DIRECTOR,  WESTERN  HEMI- 
SPHERE REGION,  OASD/ISA;  REAR  ADM.  E.  B.  GRANTHAM,  JR., 
U.S.  NAVY,  DIRECTOR,  NEAR  EAST,  SOUTH  ASIA,  AND  AFRICA 
REGION,  OASD/ISA;  CAPT.  CHARLES  WAYNE,  U.S.  NAVY,  FAR 
EAST  REGION,  OASD/ISA;  LT.  COL.  WILLIAM  M.  ZIMMERMANN, 
U.S.  ARMY,  OFFICE  OF  THE  CHIEF  OF  STAFF,  U.S.  ARMY;  MON- 
ROE LEIGH,  ASSISTANT  GENERAL  COUNSEL  FOR  INTERNA- 
TIONAL AFFAIRS;  MARKLEY  SHAW,  ISA  COMPTROLLER;  COL. 
VICTOR  H.  KING,  U.S.  AIR  FORCE,  DEFENSE  COORDINATOR, 
MSP  CONGRESSIONAL  PRESENTATION,  ISA;  RICHARD  CRAW- 
FORD, CHIEF,  CONTROL  DIVISION,  OFFICE  OF  PROGRAMING 
AND  CONTROL,  OASD/ISA,  DEPARTMENT  OF  DEFENSE;  J.  E. 
MURPHY,  INSPECTOR  GENERAL  AND  COMPTROLLER,  MUTUAL 
SECURITY;  PHILANDER  P.  CLAXTON,  DEPUTY  ASSISTANT 
SECRETARY  FOR  MUTUAL  SECURITY  AFFAIRS;  VINCENT 
SHERRY,  PROGRAM  OFFICER,  DEPARTMENT  OF  STATE;  EDWARD 
F.  TENNANT,  ACTING  ASSISTANT  DEPUTY  DIRECTOR-COMP- 
TROLLER; C.  HERBERT  REES,  PROGRAM  OFFICER,  NEAR  EAST 
AND  SOUTH  ASIA,  INTERNATIONAL  COOPERATION  ADMIN- 
ISTRATION 

Budget  Request 

Chairman  Hayden.  The  committee  will  come  to  order,  please. 

We  have  as  our  witness  this  morning,  General  Lemnitzer,  who  will 
testify  on  the  military  assistance  program. 
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Tho  original  roquost  was  in  tho  amount  of  $1,600  million,  and  this 
was  reduced  in  tho  authorizing  bill  to  $1,400  million. 

Tho  House  in  tho  appropriation  bill  1ms  furthor  reduced  tho  amount 
to  $1,300  million. 

Gonoral  Lkmnitzek.  Mr.  Chairman,  distinguish od  membors  of  tho 
oommittoo,  it  is  both  a privilege  and  a ploasuro  to  have  this  oppor- 
tunity to  appoar  before  this  committee. 

Over  tho  recent  years  I have  appoarod  before  the  Senate  Appro- 
priations Committoo  a number  of  times  to  discuss  various  facets  of  our 
mutual  security  program.  Today  I appear  before  you  to  speak  for  tho 
Chairman  and  the  membors  of  the  Joint  Chiefs  of  Staff,  in  support  of 
tho  military  assistance  portion  of  tho  mutual  security  program  for 
fiscal  year  i960,  as  authorized  by  tho  Congress  of  the  United  States. 

Tho  Joint  Cbiofs  of  Staff  have,  as  one  of  their  primary  responsi- 
bilities, the  development  and  submission  of  recommendations  con- 
cerning military  assistance  to  the  Socrotary  of  Defense  for  coordina- 
tion with  tho  Department  of  Stato,  and  transmission  to  tlio  President 
for  consideration  in  the  development  of  tho  overall  mutual  security 
program. 

EXCERPT*  FROM  MESSAGE  OF  THE  PRESIDENT 

In  transmitting  to  tho  Congress  tho  mutual  security  program  for 
fiscal  yoar  1960,  the  President,  in  his  message  of  March  13,  1959, 
stated: 

For  our  contribution  of  military  materiel  and  training  assistance  to  tho  collec- 
tive security  effort,  I now  ask  the  Congress  to  make  available  $1.6  billion.  This 
amount  is  far  below  that  needed  for  our  share  of  the  cost  of  improving  or  even  pro- 
viding essential  maintenance  for  the  forces  of  our  allies.  It  it  a minimum  figure 
necessary  to  prevent  serious  deterioration  of  our  collective  defense  system. 

DRAPER  COMMITTEE  REPORT 

On  tho  29th  of  April,  tho  President  transmitted  to  the  Congress 
the  first  interim  report  of  tho  Draper  Committee.  This  Committee 
had  boon  appointed  to  undertake  a completely  independent  analysis 
of  tho  military  assistance  aspects  of  our  mutual  security  program. 

The  Draper  Committee  emphasized  the  need  for  modernization  of 
free  world  military  forces.  Tho  Committee  was  of  tho  opinion  that 
the  proposed  $1.6  billion  was  inadequate  and  would  not  permit  the 
United  States  to  make  the  contribution  necessary  for  the  moderniza- 
tion of  NATO  forces  now  underway,  and  to  help  maintain  effective 
forces  in  other  parts  of  tho  world. 

VIEWS  OF  JOINT  CHIEFS  OF  STAFF 

On  May  6,  1959,  the  following  views  of  tho  Chairman  of  the  John 
Chiefs  of  Staff  were  presented  to  the  Senate  Foreign  Rotations  Com- 
mittee in  support  of  the  military  assistance  program: 

Our  free  world  alliance  is  essential  to  our  own  national  security.  The  military 
capabilities  of  the  alliance  are  developed  in  a large  part  through  our  military 
assistance  program.  If  this  program  is  weakened  or  reduced  to  insignificance,  our 
adversaries  will  have  achieved  a major  victory  without  firing  a shot. 

The  Joint  Chiefs  of  Staff  have  reviewed  the  situation  in  the  light 
of  developments  since  May  6 and  confirm  that  the  foregoing  statement 
represents  their  views  today.  We  believe  that  the  amount  recom- 
mended for  military  assistance  in  the  fiscal  year  1960  budget  is,  as 
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pointed  out  by  the  President  and  the  Draper  Committee,  actually  less 
than  that  roquired  in  support  of  those  military  forces  of  our  allies 
which  arc  considered  essential  to  maintain  U.S.  and  free  world  security. 

ULTIMATE  OBJECTIVE  OF  INTERNATIONAL  COMMUNISM 

Some  10  to  12  years  ago  the  United  States  became  convinced  that 
the  ultimate  objective  of  international  communism  was  worldwide 
domination  and  that  the  Communists  were  prepared  to  employ  mili- 
tary power  to  achieve  this  objective  whenever  and  wherever  it  suited 
their  purpose.  At  ti  .it  time,  we  adopted  tho  principle  of  collective 
security  as  a basic  facet  of  our  foreign  policy.  A vital  part  of  this 
basic  element  of  our  foreign  policy  has  boen  the  provision  of  military 
assistance  to  those  nations  of  the  free  world  who  were  faced  with  the 
throat  of  Communist  domination  from  within  or  without  their  borders. 
Throughout  the  years  the  Communist  bloc  has  steadfastly  maintained 
its  pressuro  around  the  periphery  of  the  free  world. 

Today  wc  find  ourselves  faced  with  the  unresolved  problem  of 
Berlin,  tho  unprovoked  and  unjustified  aggression  in  Tibet,  continued 
Communist  pressuro  on  Taiwan,  Communist  inspired  armed  dissi- 
dence  in  Laos,  and  Communist  inspired  and  exploited  unrest  through- 
out tho  Middle  East.  At  the  same  time,  tho  Communists  continue 
to  improve  and  modernize  their  military  forces  worldwide.  These 
activities  provide  evidence  of  the  continuing  Communist  menace  that 
is  both  massive  in  strength  and  global  in  scope. 

Those  who  would  enslave  freemen  everywhere  are  embarked  upon 
this  course  along  all  fronts.  These  are  the  cold  and  brutal  facts  of  life 
in  the  world  today. 

In  order  to  counter  this  threat  to  the  survival  of  the  free  world,  we 
must  not  woaken  in  our  determination  to  preserve  the  free  world 
alliance.  The  military  assistance  program  is  an  essential  tool  in  ac- 
complishing this  end. 

AUTHORIZATION  BILL  APPROVAL 

After  considering  the  President's  proposal  for  military  assistance  in 
fiscal  year  1960,  the  Congress  approved  an  authorization  of  $1.4  bil- 
lion. The  House  of  Representatives  has  now  voted  an  appropriation 
of  $1.3  billion,  which  is  $100  million  below  the  authorization. 

The  Joint  Chiefs  of  Staff  are  firmly  of  the  opinion  that  the  proposed 
reduction  will  have  an  adverse  impact  upon  the  objectives  of  the 
military  assistance  program  and,  in  turn,  upon  our  overall  military 
posture  throughout  the  free  world.  At  this  time  it  is  not  possible  to 
measure  the  impact  of  the  proposed  reduction  in  specific  numbers  of 
planes,  tanks,  missiles,  or  other  forms  of  military  assistance  which  will 
be  denied  to  our  allies. 


ADJUSTMENTS  REQUIRED 

However,  a preliminary  analysis  indicates  that,  among  others,  the 
following  significant  adjustments  are  already  required  in  the  planning 
program  for  fiscal  year  19C9  as  a result  of  the  reduction  from  $1.6 
billion  to  $1.4  billion. 

In  Europe,  we  will  be  forced  to  curtail  important  modernization 
programs  for  all  services. 
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In  the  Near  East,  the  programs  for  fighter  aircraft,  naval  vessels, 
tanks,  artillery,  and  ammunition  will  be  drastically  curtailed. 

In  the  Far  East,  as  in  Europe,  it  will  be  necessary  to  curtail,  and  in 
many  cases  virtually  eliminate,  important  modernization  programs. 

You  will  notice  from  the  foregoing  that  the  deletions  are  particu- 
larly heavy  in  items  and  projects  designed  to  provide  much  needed 
modernization.  These  projects  wore  recommended  for  financing  in 
fiscal  year  1960,  even  under  an  austere  program.  They  will  now  have 
to  be  deferred  as  a result  of  the  reduction  in  the  authorization.  By 
contrast,  as  I previously  pointed  out,  the  armed  forces  of  the  Sino- 
Soviet  block  aro  being  constantly  modernized. 

EFFECT  OF  DEFERMENT  OF  AUTHORIZATIONS  AND  APPROPRIATIONS 

Even  if  the  requirements  of  the  fiscal  year  I960  military  assistance 
program  are  ultimately  fulfilled  by  later  authorization  and  appropria- 
tions, the  time  lost  in  fulfilling  them  cannot  be  fully  recovered.  More 
importantly,  such  deferments  limit  the  forward  planning  and  jeop- 
ardize the  free  world’s  ability  to  counter  the  military  strength  of  the 
Communists.  This  might  well  encourage  the  Communists  to  more 
aggressive  actions  designed  to  probe  the  areas  of  weakness  which  result 
from  the  reduced  scalo  of  military  assistance. 

TANGIBLE  RESULTS  OF  MILITARY  ASSISTANCE  PROGRAM 

Great  strength  has  accrued  to  free  world  nations  with  the  help  of 
our  aid.  We  can  look  about  us  in  the  countries  of  the  free  world 
today  and  see  very  plainly  the  tangiblo  results  of  our  military  assist- 
ance program. 

In  less  than  10  years,  it  has  made  possible  the  buildup  of  allied 
mifitanr  strength  and  the  development  of  a corresponding  will  to 
resist  Communist  aggression.  The  past  year  has  presented  a number 
of  sharp  challenges.  In  each  instance  we  must  attribute  a portion  of 
our  success  in  deterring  such  agression  to  our  continued  efforts  under 
the  military  assistance  program. 

Without  our  military  assistance  program,  the  United  States  would 
require  more  men  under  arms,  both  at  home  and  overseas.  If  we  were 
to  maintain  forces  sufficient  to  match  the  Communist  bloc  in  military 
strength  or  resources  at  all  points  of  possible  aggression  around  the 
world,  the  cost  to  the  United  States  would  be  far  in  excess  of  the  $22 
billion  furnished  under  the  military  assistance  program  and  the  $141 
billion  spent  by  our  allies  during  the  years  1950  to  1958. 

COLLECTIVE  SECURITY 

The  United  States  simply  does  not  have  the  means  to  take  on, 
alone,  the  defense  of  the  entire  free  world.  At  the  same  time,  the 
Joint  Chiefs  of  Staff  firmly  believe  that  the  defense  of  the  free  world 
is  inseparably  linked  to  our  own  defense.  Today,  the  survival  and 
continued  development  of  the  countries  of  the  free  world  depend  more 
than  ever  upon  collective  security. 

At  tills  time,  we  cannot  accurately  estimate  the  psychological  effects 
in  the  international  arena  of  the  reductions  made  to  date  in  the  appro- 
priation requested  for  the  military  assistance  program.  It  is  my  own 
personal  belief,  however,  that  these  reductions  may  ho  interpreted 
as  an  indication  of  reluctance  on  our  part  to  retain  and  strengthen 
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our  position  of  world  leadership  in  opposition  to  tho  challenge  posed 
by  a Moscow-dominated,  Communist-controlled  bloc. 

We  recognize  that  the  threat  of  Communist  imperialism  also  includes 
political  and  economic  encirclement  and  strangulation  of  free  nations, 
as  well  as  tho  threat  of  military  force.  Obviously,  the  Communists 
will  continue  to  employ  all  of  their  capabilities  as  it  may  suit  their 
purpose. 

The  proper  balance  between  economic  and  military  aid  under  the 
mutual  security  program  does  not  lend  itself  to  universal  determina- 
tion. The  balance  between  the  two  varies  widely  from  country  to 
country,  depending  upon  U.S.  objectives  and  the  ability  of  the 
recipient  nation  to  utilize  military  and  economic  aid  effectively. 

In  summary,  Mr.  Chairman,  tie  Joint  Chiefs  of  Staff  are  of  the 
opinion  that  the  continuance  of  tho  military  assistance  program,  on  a 
basis  commensuarate  with  the  threat,  is  essential  to  the  security  of  the 
free  world. 

Furthermore,  it  is  of  vital  importance  that  tho  momentum  of  this 
program  be  maintained.  Over  the  past  few  years,  there  has  been  a 
steady  decline  in  this  momentum  to  a critically  low  point. 

The  Joint  Chiefs  of  Staff  consider  that  the  $1.4  billion  authorized 
by  the  Congress  for  fiscal  year  1960  military  assistance  program  is 
urgently  needed  and  recommended  that  this  vital  requirement  be 
met  in  full. 

That,  Mr.  Chairman,  completes  my  opening  statement. 

Chairman  Hayden.  Senator  Chavez? 

FRENCH  COMMITMENTS  TO  NATO 

Senator  Chavez.  General,  you  refer  to  NATO  in  the  earlier  part 
of  your  statement.  What  is  France  doing  in  that  respect?  How 
many  divisions  aro  they  supposed  to  furnish  the  free  world  that  you 
speak  of? 

General  Lemnitzer.  Senator,  France,  as  do  the  other  members  of  the 
NATO  alliance,  has  certain  commitments  with  respect  to  NATO. 

She  has- a total  of divisions,  but of  them  happen  to 

be  at  the  present  timo  in  Algeria. 

Senator  Chavez.  Killing  Arabs;  is  that  right? 

General  Lemnitzer.  I expect  that  is  one  of  the  objectives,  those 
who  are  opposing  the  French  armed  forces. 

Senator  Chavez.  The  free  world  that  we  talk  about? 

General  Lemnitzer.  I do  not  understand  the  question. 

BELGIUM  AND  LUXEMBOURG 

Senator  Chavez.  What  about  Belgium? 

General  Lemnitzer.  Belgium  and  Luxembourg  combined  are  com- 
mitted to  NATO  to  provide divisions. 

Senator  Chavez.  How  many  have  they? 

General  Lemnitzer.  They  have  — — — . 

Senator  Chavez.  Active? 

General  Lemnitzer.  active  divisions;  yes  sir. 

Senator  Ellender.  Where  do  you  get  your  information,  General? 
You  have  not  been  in  Europo  to  see  for  yourself,  have  you? 

General  Lemnitzer.  Not  since  I have  been  Chief  of  Staff,  no,  but 
I have  been  in  Europe  a number  of  times  in  the  last  2 years. 
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(F  Senator  Ellender.  You  know,  it  is  a funny  thing,  but  you  get 
different  information  than  some  of  the  writers  which  by  the  way 
corresponds  with  what  I have  found  to  be  the  case. 

General  Lemnitzer.  I don’t  know  what  repo  ts  you  refer  to. 
Senator  Ellender.  I know.  They  are  from  the  French  generals. 
I talked  to  them  when  I visited  Europe.  NATO  was  supposed  to 
have  at  one  time  36  active  divisions. 

Today  NATO  has  about  21  % on  paper  and  5K  of  those  are  IJ.S. 
divisions  and  three  or  four  European  divisions. 

General  Lemnitzer.  I don’t  tnink  that  is  quite  right . 

Senator  Ellender.  I mean  active  divisions  adequately  supplied? 
General  Lemnitzer.  Some  of  these  forces  that  are  committed  to 
NATO  are  in  an  active  status.  However,  the  French  also  have 
commitments  for  reserve  divisions.  I don’t  know  what  the  basis  for 
the  reports  to  which  you  refer  are,  but  I would  like  to  point  out  that 
when  we  started  the  military  assistance  program  and  started  NATO, 
they  had  practically  no  divisions  in  Western  Europe.  There  was  very 
little  strength  in  Europe  in  Belgium,  Franco,  or  any  other  nation  for 
that  matter. 

However,  the  situation  in  the  past  Kf  years  has  changed  decidedly, 
and  there  is  now  considerable  strength  in  Europe. 

Senator  Chavez.  General,  please  do  not  misunderstand  me,  I be- 
lieve in  NATO. 

General  Lemnitzer.  I understand,  Senator  Chavez. 

Senator  Chavez.  What  I am  afraid  of  is  that  we  are  doing  it  all 
and  some  of  the  other  countries  are  not  keeping  up  to  their  commit- 
ments. 

CONTRIBUTIONS  OP  OTHER  COUNTRIES 

General  Lemnitzer.  Senator  Chavez,  I do  not  think  we  are  doing 
it  all.  We  definitely  are  not.  I have  been  around  a great  many 
countries  of  the  world  that  are  in  very  strategic  locations.  Some  of 
these  countries  are  doing  a tremendous  amount  and  carrying  a very, 
very  heavy  load.  For  example,  I would  cite  in  the  area  where  I just 
served,  the  Republic  of  Korea,  tlio  Republic  of  China,  Free  Vietnam, 
Pakistan,  Turkey,  go  all  the  way  around  the  world — they  were  doing 
a great  deal  for  themselves. 

Senator  Chavez,  X think  you  are  correct  about  Turkey,  but  I do 
not  know  about  the  others. 

General  Lemnitzer.  I emphasize  particularly  that  the  Republic  of 
Korea  is  carrying  a tremendous  fiscal  load  on  its  own  part. 

We,  of  course,  like  Korea,  which  was  largely  destined  by  the  recent 
war,  are  also  carrying  a very  heavy  load. 

Senator  Ciiavez.  The  NATO  nations  are  supposed  to  help  in 
Korea.  I understand  that  the  British  have  40  officers. 

General  Lemnitzer.  That  is  not  correct;  the  British  have  a detach- 
ment of  officers  and  men  left  in  Korea.  The  Turks,  however,  have 
sustained  the  same  numerical  forces  they  had  at  the  conclusion  of  the 
fighting  in  Korea  in  July  1953. 

Senator  Chavez.  In  the  history  of  the  free  world,  the  Turks  have 
always  kept  their  commitments. 

General  Lemnitzer.  An  important  element  in  the  United  Nations 
Command  is  the  Thailand  Company  while  it  is  only  a company,  it 
is  a large  company,  and  it  assists  in  maintaining  the  international 
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character  of  the  United  Nations  Command  which  is  very  important, 
in  my  opinion. 

Senator  Chavez.  How  much  do  the  French  have? 

General  Lemnitzer.  They  had  a battalion  in  Korea  during  the 
early  days  of  combat.  They  moved  their  forces  out  to  fight  in 
Indochina  back  in  1953  or  1954. 

Senator  Chavez.  Outside  of  the  Turks,  who  else  of  NATO  nations 
have  any  outside  of  tho  United  States? 

General  Lemnitzer.  They  are  limited  to  the  Turkish  Brigade,  the 
Thailand  Company  and  detachments  of  other  nations  who  participated 
in  the  Korean  war,  to  maintain  the  international  character  of  the 
United  Nations  Command. 

Senator  Chavez.  How  many  soldiers  altogether,  military  per- 
sonnel? 

General  Lemnitzer.  The  detachments  range  from  10  to  30,  as  I 
recall.  At  least  they  were  of  that  size  when  I left  there  2 years  ago. 
Senator  Chavez.  What  is  your  military  personnel? 

General  Lemnitzer.  The  United  States  has  two  divisions  and  sup- 
porting: troops  comprising  one  corps.  The  Koreans,  however,  have 
18  divisions  along  that  155-mile  front  which  constitutes  a part  of 
the  Iron  Curtain  in  Asia. 

Senator  Chavez.  Thank  you,  General. 

Chairman  Hayden.  Senator  Saltonstall? 

Senator  Saltonstall.  Thank  you,  Mr.  Chairman. 

General  Lemnitzer,  you  had  a great  deal  to  do  with  advising  us  on 
this  program  a few  years  ago,  I can  recall  very  well. 

Now,  may  I steal  for  a moment,  a little  of  tho  statement  of  Mr. 
Sluiff  and  ask  you  a quostion  that  I am  confident  you  are  capable  of 
answering,  and  not  more  capable  then  he,  but  perhaps  from  a longer 
period  of  time. 

You  have  worked  for  mutual  security  for  how  many  years? 

General  Lemnitzer.  I had  a hand  in  preparing  the  original  and 
several  follow-on  programs.  I was  the  Defense  Department  represent a- 
tive  in  preparing  the  initial  program  and  stayed  with  it  through  1950. 

I think  we  submitted  during  that  time  two  yearly  programs  and  then  a 
$4  billion  supplemental  program  after  the  Korean  war  broke  out. 

PERCENTAGE  DISTRIBUTION  OF  PROGRAM  BY  AREA 

Senator  Saltonstall.  Now,  following  up  a little  bit  what  Senator 
Chavez  has  said,  and  Senator  Ellender,  1 note  that  38  percent  of  this 
program  is  going  to  Europe;  32  percent  to  Far  East;  23  percent  to 
Near  East;  5 percent  to  Latin  America,  and  2 percent  to  adminis- 
tration. 

Now,  regarding  money,  without  going  into  detail,  the  21  percent 
that  goes  for  maintenance  and  34  percent  goes  for  materiel,  I have  two 
questions: 

I am  surprised  to  see  that  38  percent  of  all  this  assistance  is  going 
into  Europe.  I thought  that  our  responsibilities  in  Nationalist  China 
and  in  Korea  took  a bigger'percentage  than  in  Europe  and  if  not,  why 
not,  why  should  it  not? 

General  Lemnitzer.  I can  give  you  a general  answer.  It  will  be 
broken  down  in  detail  by  subsequent  witnesses. 
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I would  say,  so  far  as  volume  of  equipment  is  concerned,  that  32 
percent  going  to  tho  Far  East  actually  represents  a greater  quantity  of 
equipment.  However,  tho  equipment  that  is  presently  prograinoa  for 
Europe  is  more  modem  and  iiighor  priced.  That  is  one  of  tho  reasons 
for  tho  larger  percentage,  dollarwise,  going  to  Europe, 

Senator  Saltonstall.  Is  Euro] jo  today  not  more  capable  of  sup- 
porting itself  to  a groator  degree  than  tho  Far  East? 

General  Lemnitzer.  I think  that  is  correct,  Senator  Saltonstall; 
yes,  sir. 

Senator  Saltonstall.  Therefore,  if  wo  have  to  cut  down  should 
we  not  cut  down  further  in  Europe  than  in  the  Far  East? 

General  Lemnitzer.  Of  course,  I hope,  Senator,  that  it  is  not 
necessary  to  cut  anything  below  tho  presont  program.  I know  that 
they  are  hurting,  particularly  in  the  Far  East,  but  they  are  also 
hurting  in  Europe  in  modernizing  their  forces  and  in  building  them 
up  to  the  level  that  General  Norstad  considers  minimum. 

Senator  Saltonstall.  Of  course,  that  has  to  ho  a point  of  view,, 
but  if  there  was  a cutback,  am  I unfair  to  say  or  am  I incorrect  in 
saying,  that  it  would  be  wiser  to  cut  back  in  Europe  than  it  would 
in  tho  Far  East? 

General  Lemnitzer.  Unless  I know  the  specifics  of  what  woro  being 
cut,  I could  not  give  you  a delinito  answer  to  that  question. 

I still  go  back  to  ray  original  point.  It  is  like  asking  mo  which 
hand  I would  rather  have  cut  off.  I don’t  want  either  ono  cut  off. 

FUNDS  FOB  MAINTENANCE 

Senator  Saltonstall,  That  leads  me  to  the  second  question  and,. 
Mr.  Chairman,  that  is  all  I am  going  to  a9k  at  this  timo,  if  you  are 
going  to  cut  back  or  if  we  hod  to  make  any  changes,  why  do  we 
have  to  put  out  21  percent  for  maintenance  as  opposed  to  34  percent 
for  materiel? 

The  materiel  is  the  most  important,  is  it  not? 

General  Lemnitzer.  Matcnel  is  important,  but  maintenance  also 
is  important  to  keep  materiel  operational  that  has  already  been 
delivered,  that  is  already  in  the  hands  of  the  forces  of  theso  allied 
nations. 

Senator  Saltonstall.  But  particularly  in  Europe,  if  we  had  to 
choose  between  materiel  and  maintenance,  do  you  not  agreo  with  me 
that  the  important  thing  for  us  to  do  with  the  present  status  of  con- 
ditions in  tne  world,  is  that  we  could  do  better  providing  materiel 
than  maintenance? 

If  Europe  cannot  support  the  materiel,  then  tho  situation*' is  cer- 
tainly bad. 

General  Lemnitzer.  I would  say,  as  a general  answer,  that  Europe 
is  in  a better  position  to  provide  maintenance  than  some  of  the  nations 
in  the  Middle  East  or  Far  East,  that  they  have  a better  industrial 
capability,  and  that  they  are  better  off  in  that  respect. 

emphasis  on  modernization 

To  answer  your  question  specifically,  however,  I would  like  to  take 
a moment  here.  The  way  the  program  lias  been  prepared  this  year, 
Senator  Saltonstall,  as  I indicated  in  my  opening  statement,  is  to 
place  greater  emphasis  on  modernization.  Those  cost  figures,  again,. 


MUTUAL  SECURITY  APPROPRIATIONS,  1960  189 

are  to  improvo  the  forces  that  are  in  Western  Europe,  particularly  in 
the  missile  field. 

Senator  Saltonstall.  That  is  what  General  Norstad  told  us  when 
ho  was  hero. 

Then  put  it  this  way:  Do  you  agree  with  me  that  materiel  today  in 
Europo  is  moro  important  than  maintenance  if  wo  have  to  make  anv 
shift? 

Mr.  Shuff.  May  1,  Mr.  Chairman,  supplement  here? 

My  name  is  Shuff,  and  my  job  is  Deputy  Assistant  Secrotary  of 
Defense  for  the  Military  Assistance  Program.  Senator  Saltonstall,  u 
lot  of  the  force  maintenance  is  already  being  carried  in  European 
nations.  Twenty-one  percent  of  this  year’s  program  for  forco  main- 
tenance is  largely  for  countries  other  than  Europe.  As  a case  in  point. 
Germany  is  almost  completely  on  a pay-as-you-go  basis.  Unitea 
Kingdom  is  almost  completely  on  a pay-as-you-go  basis.  We  have 
cost-sharing  programs  with  Belgium,  the  Netherlands  and  Denmark. 

OILLON-MONNET  AGREEMENT 

We  have  an  arrangement  with  France  in  which  wo  are  attempting 
to  get  them  to  be  on  moro  of  a pay-as-you-go  basis.  For  example, 
the  Dillon-Monnet  agreement  is  one  that  I am  sure  you  are  aware  of. 

Therefore,  when  you  look  at  the  21  percent  for  forco  maintenance 
for  the  military  assistance  program  of  the  world,  the  indication  is 
that  it  is  largely  for  countries  not  so  well  equipped  to  afford  their 
maintenance.  That  is  where  most  of  that  is  going. 

Senator  Saltonstall.  So  the  expensive  materiel  will  go  into- 
Europe,  but  the  maintenance  materiel  will  go  elsewhere? 

Mr.  Shuff.  Largely;  yes,  sir. 

Senator  Saltonstall.  General  Lemnitzer,  if  I might  direct  this 
one  remdrk  to  you,  as  a general  of  the  Army,  and  an  experienced  man 
in  all  these  fields,  today  materiel,  particularly  in  Europe,  is  the  most 
important  thing  that  we  can  do,  is  it  not,  in  a military  way? 

General  Lemnitzer.  Yea;  and  it  is  being  provided  to  improve  the 
capability  of  their  present  forces.  That  is  correct. 

Senator  Saltonstall.  Mr.  Chairman,  I have  no  further  questions.. 
Chairman  Hayden.  Senator  Ellcndcr. 

SOURCE  OF  INFORMATION 

Senator  Ellendeb.  General,  how  much  of  the  information  you  are 
now  giving  to  the  committee  comes  from  your  own  personal  knowl- 
edge? 

General  Lemnitzer.  Well,  I don’t  know  how  much  information  I 
have  actually  given  up  to  this  point,  Senator  Ellender.  I am  referring 
to  authentic  tabulations  which  I have  here,  which  have  been  provided 
and  assembled  for  me  by  the  Joint  Staff  as  a result  of  information 
which  has  been  provided  to  them  from  our  military  assistance  advisory 
groups  and  unified  commanders  throughout  the  world. 

Sonator  Ellendeb.  All  of  your  information  comes  from  your  people 
in  the  field? 

General  Lemnitzer.  Not  all — some  has  been  assembled  by  the 
various  governmental  departments  here  in  Washington. 

Senator  Ellender.  From  the  missions  abroad? 

General  Lemnitzer.  A good  amount  of  it  is;  yes,  sir. 
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Senator  Ellender.  Do  you  not  believe  that  at  least  90  pcrcont  of 
it  comes  from  that  area  then. 

General  Lemnitzer.  I think  that  is  a fair  estimate;  yes,  sir. 
Senator  Ellender.  Now,  you  have  indicated  that  38  percent,  as  I 
recall,  of  the  amount  of  this  budgot  for  military  assistance,  goes  to 
Western  Europe? 

General  Lemnitzer.  That  is  correct. 

Senator  Ellender.  And  that  does  not  includo  Turkey  and  Groece? 
General  Lemnitzer.  That  is  right. 

CONTINUATION  OF  ASSISTANCE  TO  EUROPE 

Senator  Ellender.  vSo  that  the  countries  in  Western  Europe  would 
includo  the  British,  tho  French,  Italy,  Spain,  and  Portugal. 

Now,  in  view  of  tho  fact,  General,  that  wo  have  spent  so  much  money 
in  Western  Europe  and  in  view  of  tho  fact  that  those  countries’  econ- 
omies are  so  much  better  than  they  have  ever  been,  why  should  we 
continue  to  give  this  assistance? 

General  Lemnitzer.  Well,  for  one  reason 

Senator  Ellender.  Do  not  say  they  nro  not  able  now,  because 
they  arc. 

General  Lemnitzer.  Not  in  all  respects,  Senator,  because  they  do 
not  have  the  kinds  of  weapons  and  equipment  that  we  are  talking 
about  in  this  presentation. 

Senator  Ellender.  Could  they  not  purchase  them  from  us  rather 
than  got  them  by  donation? 

General  Lemnitzer.  The  objective  of  this  program  is  to  improve 
their  capability;  that  is,  their  military  capability.  That,  after  all,  is 
the  final  objective  of  this  program  so  as  to  put  them  in  a better  posi- 
tion with  respect  to  those  Communist  forces  which  they  face.  I am 
talking  hero  about  some  of  our  latest  missiles,  our  latest  aircraft,  and 
items  of  that  general  character. 

PERCENTAGE  OF  QR039  NATIONAL  PRODUCT  DEVOTED  TO  DEFENSE 

Senator  Ellender.  As  I pointed  out  the  other  day,  we  are  spending 
more  than  10  percent  of  our  own  gross  national  product  whereas 
France  is  spending  about  6 or  6J£  percent. 

The  British  are  spending  about  7 percent. 

Notwithstanding  the  improvement  in  the  French  economy,  and 
notwithstanding  over  $8  billion  we  havo  already  given  France,  this 
budget  provides  for  Franco. 

Now,  how  can  you  justify  that  when  in  answer  to  a question  by 

Senator  Chavez,  you  stated  that  of  the divisions,  — — — ■ are 

being  used  to  kill  Arabs  in  north  Africa? 

General  Lemnitzer.  I am  not  in  a position  to  answer  the  question 
on  the  oconomic  side  of  this  particular  program. 

Senator  Ellender.  You  have  been  there  lately;  have  you  not? 
General  Lemnitzer.  I was  there  a year  and  a half  ago. 

Senator  Ellender.  You  were  there  4 or  5 years  ago? 

General  Lemnitzer.  Yes. 

Senator  Ellender.  How  did  it  compare  4 or  5 years  ago  with  the 
present? 

General  Lemnitzer.  It  is  much  better  now  than  when  the  military 
assistance  program  started. 
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Senator  Ellender.  Has  France  ever  been  in  better  economic  con- 
dition than  she  is  now? 

General  Lemnitzeh.  That  I do  not  know — the  indications  are,  how- 
ever, that  they  are  better  off  economically  today  than  in  1950  when 
tho  military  assistance  program  started. 

Senator  Ellender.  I can  tell  you  she  has  never  been  in  a bettor 
position  than  she  is  now.  Assuming  that  is  true,  and  I believe  the 
records  will  prove  that  it  is,  why  should  we,  in  tho  face  of  what  France 
is  doing  now,  continue  to  give  grant  aid  to  France? 

^ General  Lemnitzer.  On  the  military  side,  Senator,  we  are  not 
happy  about  the  romoval  of  these  divisions  from  Europe. 

Senator  Ellender.  I know  you  are  not,  but  even  though  you  are 

unhappy,  you  still  furnish  them in  contrast  to last 

year.  Now  that  is  what  I cannot  understand. 

Mr.  Shuff.  Senator,  may  I answer  that? 

Senator  Ellender.  Yes;  proceed.  I would  like  to  have  it  explained. 

percentage  or  french  expenditures  for  defense 

Mr.  Shuff.  My  best  estimate  is  that  tho  French  are  spending  6.8 
percent  of  their  gross  national  product. 

Senator  Ellender.  I said  a little  over  that.  I didn’t  miss  it  much. 

I was  citing  from  memory. 

Mr.  Shuff.  For  their  defense  budget,  that  is  right.  They  have  a 
war  on  their  hands.  The  war  that  they  have  on  their  bands  is  recog- 
nized by  NATO.  The  northern  provinces  of  Algeria  are  part  of  the 
area  of  the  world  that  is  under  the  NATO  umbrella, 

Senator  Ellender.  If  that  is  true,  why  don’t  you  send  other  troops 
there  to  protect  them,  because  you  would  be  bound  to  do  it,  would 
you  not,  under  our  NATO  alliance? 

Mr.  Shuff.  This  would  not  bo  a U.S.  decision,  sir.  This  would 
be  an  international  decision  to  make.  I think  that  it  is  a private 
French  affair,  and  I think  SHAPE  and  NATO  feel  that  way. 

Senator  Chavez.  And  then  we  still  talk  about  a free  world. 

Mr.  Shuff.  Sir,  I must  not  attempt  to  talk  about  the  political 
significance  of  this.  Next  week,  when  you  have  specific  State  De- 
partment witnesses  for  this  area  of  the  world,  I am  sure  they  will  be 
equipped  to  talk  to  you  about  it.  My  responsibility  military,  and 
I cannot  deal  with  that  side  of  it. 

We  are  attempting  to  work  out  with  Franco  a sale  for  most  of  this 
equipment — I won’t  even  say  most  of  this  equipment,  I will  say  a 
portion  of  this  equipment — a credit  sale. 

DII/LON-MONNIvT  AGREEMENT 

Now  the  Dillon-Monnet  agreement  is  an  agreement  by  which  we 
will  advance  and  pay  for,  in  dollars,  some  of  the  requirements  that 
France  has  out  of  U.S.  production,  for  which  is  made  available  to  us 
an  equal  amount  of  francs,  so  that  we  may  buy  from  French  produc- 
tion the  needs  of  some  other  portion  of  this  program. 

We  have  not  yet  been  successful— and  here  I must  refer  you  to  the 
State  Department  again — in  our  negotiations  to  have  France  pick  up 
a greater  portion  of  this  bill.  This  is  what  wo,  the  Joint  Chiefs  of 
Staff  and  the  Department  of  Defense,  feel  France  has  to  have  in  order 
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to  keep  their  forces  in  tho  kind  of  shape  that  we  think  is  necessary 
for  SHAPE  and  for  our  security. 

The  negotiation  is  something  which  has  moved  slowly.  We  tried 
to  do  it,  unsuccessfully,  in  1959.  We  are  going  to  try  again  in  1960. 
I would  suggest,  sir,  tbat  next  week  when  we  talk  about  Europe  as  a 
specific  region,  ana  hove  the  State  Department  and.  our  military 
witnesses  here  who  are  responsible  for  that  area,  that  we  go  into  this 
question  a little  deeper.  But  this  is  not  going  to  be  completely  grant. 
We  are  starting  away  with  the  idea  that  we  are  going  to  sell  these 
people  a major  portion  of  this  amount  of  materiel. 

Senator  Ellender.  All  right,  if  that  is  true,  why  do  you  need  cash 
at  all? 

Mr.  Shuff.  I can  explain  that,  sir. 

TRANSFER  OF  EXCESS  MILITARY  STOCKS 

Senator  Ellender.  Let  me  give  you  the  reasons  given  by  the  GAO: 

that  stocks  excess  to  the  military  services  which  should  be  transferred  to  the 
military  assistance  program  without  charge. 

That  is  the  way  it  has  been  done  in  the  past  in  a good  many  instances, 
has  it  not? 

Mr.  Shuff.  Yes,  sir. 

General  Lemnitzer.  It  has,  but  those  stocks  have  practically  run 
out,  Senator,  When  we  started  this  program,  we  had  a considerable 
amount  of  excess  from  World  War  II  which  we  did  transfer  without 
cost  or  with  very  little  cost  to  the  military  assistance  program. 

Senator  Ellender.  Will  you  put  in  the  record  the  amount  of  excess 
stocks  you  have  on  hand  now? 

General  Lemnitzer.  Very  few  in  all  services  today;  I can  say  that 
definitely. 

Mr.  Shuff.  Senator  Ellender,  may  I supplement  that  point,  please 
sir? 

To  give  you  the  amount  of  excess  stocks  on  hand  ns  of  the  moment 
would  not  bo  very  significant.  While  General  Lemnitzer  is  entirely 
right,  in  that  we  have  given  most  of  our  friends  around  tho  world  the 
excess  stocks  that  were  generated  as  a result  of  World  War  II  and  the 
Korean  war.  As  we  go  forward,  other  things  become  excess.  But 
to  cut  it  off  at  any  given  point  and  say  this  amount  is  excess,  it  may  be 
something  that  is  uneconomic  to  our  service,  that  we  have  no  need  for. 
We  will  not  take  excess  just  on  the  basis  of  the  fact  that  it  is  excess 
to  the  U.S.  Army,  the  Navy,  or  the  Air  Force. 

TOTAL  EXCESS  STOCKS 

This  program  has  benefited  cumulatively  worldwide  through  Juno 
30,  1959,  to  the  tune  of  $1,388,834,000  in  excess  stocks. 

Senator  Ellevdek,  Tbuf  is  in  addition  to  the  cash? 

Mr.  Shufi.  That  is  correct. 

Senator  Ellender.  That  is  all  cost  to  us,  of  course,  in  addition  to 
what  we  have  already  done? 

Mr.  Shuff.  Sir,  that  is  acquisition  cost  of  the  materiel  before  our 
services  got  through  using  it.  Acquisition  cost,  to  them. 

Senator  Ellender.  Whui  you  say  “to  them”  you  mean  out  of  the 
moneys  that  we  appropriated  and  with  which  we  purchased  from  our- 
selves those  hardware  items  and  turned  them  over  to  them? 
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Mr.  Shuff.  The  estimate  of  excess  stock  I mentioned  is  what  the 
Army,  Navy,  and  Air  Force,  or  the  Department  of  Defense,  got  from 
Congress  to  buy  for  themselves.  This  is  how  much  it  cost  them. 

Senator  Ellender.  When  you  say  “them”  though 

Mr.  Shuff.  The  American  public,  sir. 

Senator  Ellender.  I thought  you  meant  them.  In  other  words, 
the  cost  to  us. 

Mr.  Shuff.  We  happen  to  be  a customer.  I say  “them”  because 
we  are  a customer  of  theirs. 

Senator  Saltonstall.  Will  you  yield  for  a comment? 

Senator  Ellender.  Yes. 

Senator  Saltonstall.  You  will  recall,  Senator  Ellender,  that  there 
is  a difference  between  the  Army  and  Department  of  Defense  of 
between  $275  million  and  $117  million  on  the  excess  stocks  that  the 
Army  thought  they  had — that  was  originally  credited  to  the  Army 
and  was  wrongly  credited.  That  would  seem  to  be  right  along  tlio 
line  of  your  question. 

Mr.  Shuff,  Senator  Ellender,  may  I iust  enlighten  the  committee 
one  more  step  on  the  question  that  you  have  raised? 

This  chart  is  not  in  my  presentation,  but  I brought  it  for  exactly 
this  purpose.  Tho  program  for  which  we  are  asking  $1,600  million 
originally  is  augmented  by  $85  million  worth  of  excess  stocks. 

Senator  Ellender.  Why  did  you  limit  it  to  $85  million? 

Mr.  Shuff.  That  is  all  I could  use,  sir.  It  is  also  augmented  by 
$325  million  of  cash  sales. 

Senator  Ellender.  Where  do  you  get  the  cash  for  those?  Is 
that  in  the  $1,600  million? 

CASH  SALES  OF  MILITARY  HARDWARE 

Mr.  Shuff.  No,  sir;  those  are  contemplated  sales  in  fiscal  year  1960 
utilizing  other  people’s  cash.  Germany  has  already  spent  with  us 
several  hundred  millions  for  military  hardware. 

Senator  Ellender.  Who  else  purchased  from  us? 

Mr.  Shuff.  Who  else  has  purchased  from  us? 

Senator  Ellender.  Yes.  I mean,  out  of  that  figure  you  gave  us. 
Mr.  Shuff.  Approximately  60  nations  have  participated  in  our 
military  sales  program. 

Senator  Ellender.  How  much?  Can  you  give  us  a breakdown  of 
the  cash  sales? 

Mr.  Shuff.  I shall  be  glad  to  give  you  a breakdown  of  our  cash 
sales  program  if  you  would  like  it. 

(The  information  furnished  is  classified  and  is  available  in  the 
committee’s  files.) 

This  program  is  also  augmented  by  two  other  tilings.  One  is  $118 
million  which  we  feel  are  going  to  accrue  to  this  program.  This  is 
"'i  the  basis  of  judgment,  because  we  know  the  program  well  enough 
that  we  know  places  where  we  think  we  can  get  cheaper  prices  and 
also  some  excesses  which  we  have  not  been  able  to  identify  in  this 
figure. 

Senator  Ellender.  When  you  say  “this  figure,”  will  you  identify 
it  for  the  record? 

Mr.  Shuff.  This  $85  million  figure.  With  price  changes,  re- 
prograinings  and  excesses  not  already  identified  we  expect  to  amount 
to  $118  million. 

Senator  Ellender.  Where  will  that  money  come  from? 
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Mr.  Shuff.  It  will  not  bo  money,  air.  It  will  be  changes  in  prior 
year  programs,  that  we  will  get  something  cheaper  for  or  we  will  get 
something  from  excess. 

Senator  Ellendkr,  And  of  course  it  will  ooat  leas.  But  the  point 
I want  to  make  is  that  this  money  cornea  from  savings  of  previously 
appropriated  funds. 

Mr.  Shufp.  That  is  right. 

Senator  Ellen dbr.  They  are  all  American  dollars?  k 

Mr,  Shufp.  That  is  right. 

Senator  Ellen djbr.  All  right. 

Mr.  Shufp.  That  is  all,  bit. 


PUBLIC  LAW  4S3  PROGRAM 

Senator  Ellender,  Now  I thought  we  also  had  the  Public  Law  480 
program  which  the  military  also  has  access  to.  Can  you  tell  us 
something  about  that? 

Mr.  Suuff.  I would  liko  to  defor  to  Mr.  Murphy  on  that  subject, 
sir,  if  I may. 

Senator  Ellender,  That  is  in  addition  to  what  you  are  asking  for, 
Mr.  Murphy? 

Mr.  Murphy.  Yes,  sir.  Undor  section  104(c)  of  the  Public  Law 
480  program  local  currencies  can  be  made  available  to  countries  for 
procurement  of  military  supplies,  equipment,  and  services  within  that 
country. 

Senator  Ellender.  How  much  have  we  used?  Can  you  name  the 
countries? 

Mr.  Murphy.  I don’t  have  that  here,  Sonator,  but  I will  bo  happy 
to  put  a table  in  the  record. 

{Sonator  Ellender.  All  right.  All  of  that  is  in  addition  to  what 
is  being  requested  for  military  assistance,  Mr.  Murphy? 

Mr.  murphy.  Yes.  You  understand,  of  course,  in  relative  terms 
the  tablo  will  show  this  is  a small  figure. 

Senator  Ellendbb.  I know  that,  but  it  is  to  be  added  to  this 
roquoBt? 

Mr.  Murphy.  Yes  bit.  Further,  of  course,  it  will  be  for  supplies 
and  procurement  services  which  can  be  bought  with  those  local 
currencies.  It  docs  not  roquire  dollars  to  finance.  But  I will  put  a 
table  like  that  in  the  record  at  this  point. 

(The  table  referred  to  follows:) 


Turkey 

Chine  (Tel wen) 
Korea 

Philippine* 

Vietnam 


Military  budget  « upport,  Public  Lav  480,  tec.  104(e) 
[In  thousand* , U.8.  dollar  equivalent) 


Total 


TT.7M 


10LMS 


«7, 
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ITALIAN  DIVISIONS  IN  NATO 

Senator  Ellbndeb.  Do  you  know  if  Italy  ia  complying  with  her 
NATO  agreement  on  troop  strength.  How  many  active  Italian  divi- 
sions axe  there  now?  Do  you  know? 

General  Lemnitzer.  Yos  sir,  I do.  — — — \ 

Senator  Ellender.  Is  that  in  NATO? 

General  Lemnitzer.  That  is  within  NATO. 

Senator  Ellender.  How  many  of  those  are  active  and  properly 
equipped? 

General  Lemnitzer.  They  are  all  active, , 


Italy's  defense  expknditubes 

Senator  Ellender.  Do  you  know  what  percentage  of  Italy’s  GNP 
is  used  for  defense? 

General  Lemnitzer,  I am  sure  wo  have  it  right  here,  Senator. 

Mr.  Shuff.  The  last  report  that  we  have,  sir,  is  3.6.  But  I know, 
sir,  it  is  up  from  that. 

Senator  Ellender.  It  is  3.6,  sir? 

Mr.  Shuff.  The  last  known,  whieli  was  a 1958  estimate,  was  3.6 
percent.  But  I kpow  it  is  up  from  that  now.  x 

Senator  ElleNder.  Now  I am  sure  you  have  teamed  of  the  pros- 
perity presently  existing  in  Italy,  .Yet,  you  are  programing  military 
assistance  for  fiscal  yoar  1960.  How>aayou  justify  such  a vast  sum? 

GeneralT.EMNiTzEK^.On  \he  basis  of  a military  requirement. 

Senator  Ellendert:^I  understand  thatf  but  tno  point'd  am  trying 
to  mak/  is,  General,  thoy  rpay  need,  that  but,  why  can V they  them- 
selves do  more  for  themselves?  As  was  pointed  out  in  1958,  Italy 
spent  jfess  than  4 percent  GNP  for  defence.  No  wonder  she  is  get- 
ting flb  prosperous.  Wo/fnfnisli  a goo\l  deal  of  her  NATQ  rcquire- 
menbL  This  I cannot  unddrstaqd.  ) 

You  people  permit  such  a thing. to  occur  no  matter  the  impact  on 
our  own  economy.  V ! 

G or  oral  Lemnitzer.  They  are  furnishing  the  thing  which  they  can 
best  furnish — thpfc  is,  manpower,  , / / - , 

Senator  ElleNder.  That  ia  What  Churchill  said,  too,  at  ono  time, 
but  weWded  up  naving  all  of  bur  boys  abroad  in  World  War  II. 

Genorkj  Lemnitzer.  I ^as  in  Italy  mist  of  )Yorld  Way'll,  Senator, 
I was  in  Italy  a year  ago  and  the  Italian, forces  on  the  southern  front, 
whioh  are  ticked  up  by  a -missile  command  of  ours,  ^ro  good,  as  are 
their  air  forces  end  their  naval  forces,  } 

This  equipment,  proposed  under  this  program, jr  to  modernize  those 
forces  and  to  impTOyo  their  military  capability  which  contributes  to 
overall  NATO  strengths. 

Senator  Ellender.  Is  any  efiforTbemg  made  to  get  them  to  pay, 
as  you  say  you  hope  to  do  with  France? 

Genorai  Lemnitzer.  So  far  as  I know,  thoro  has  always  been  an 
effort  to  have  all  nations  involved  do  more  and  more  for  thcmselvos. 

Senator  Ellender.  How  are  you  succeeding?  You  don’t  seem  to 
‘be  succeeding  too  well,  because  you  are  giving  Italy  almost  the  same 
amount  as  last  year. 

Mr.  Shuff.  A little  leas,  sir.  — million  as  against  

million. 

Senator  Ellender.  That  is  right;  I am  sorry. 
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ECONOMIC  CONDITIONS  IN  ITALY 


Mr.  Shuff.  May  I say  this?  I am  not  an  economist  and  I think 
perhaps  this  question  might  better  be  directed  to  the  regional  people 
when  they  come  up.  However,  I will  say  this,  sir:  I have  been  to  Italy 
about  four  times  on  this  tour.  While  I "find  great  prosperity  in  Home 
when  I go  to  Koine,  I don’t  find  so  mueh  prosperity  around  Naples, 
Bari,  Tnmmto,  and  lots  of  places  in  southern  Italy,  which  is  dragging 
the  country  down  very  materially. 

When  you  go  north  of  Home  and  see  all  of  the  tilings  that  you  can 
buy,  I would  guess  that  not  many  Italians  have  Florentine  leather  in 
their  homes,  and  that  kind  of  thing.  I also  happen  to  know  that  Fiat 
is  doing  a pretty  good  business  in  northern  Italy,  and  there  are  others 
that  are  doing  this,  But  when  you  take  Italy  you  must  take  Italy  as 
a whole,  and  south  of  Home  there  is  a very  serious  and  substantial 
economic  drag  on  the  Italian  economy. 

Senator  Chavez.  What  about  our  installations  at  Naples?  Haven’t 
we  a big  naval  installation  there? 

Mr.  Shuff.  Yes,  sir;  we  have,  and  SHAPE  has  an  installation 
there. 

Senator  Ellkndlu.  For  your  information,  T am  not  personally 
familiar  with  the  prosperity  in  Italy  because  1 have  not  been  there 
within  the  last  10  years,  but  I have  been  in  the  rest  of  Western  Europe 
recently  and  I can  say  the  countries  have  never  been  as  prosperous, 

Mr.  Stir  pi",  1 agree  with  you. 

Senator  Ellkndkii.  It  is  true  that  in  southern  Italy  you  don’t  have 
tilt*  prosperity  that  you  may  have  in  northern  Italy,  but  that  also 
applies  in  the  1’niled  States.* 

Sir,  Shuff.  Sir,  1 don’t  believe  thev  are  com  parable.  Eel’s  not 
forget  that  at  the  end  of  World  War  11  Italy  was  zero. 


TOTAL  EXPENDITURES  TOR  ITALY 

Senator  Em.knokh.  I was  there  in  1040.  As  I remember  we  have 
given  Italy  about  $<*./>  billion  since  my  visit,  in  1040,  That  is  my 
recollect  ion.  I may  he  in  error  by  a few  million  dollars,  but  the  figure 
is  approximately  correct. 

Senator  Et.i,K.\m;ii.  I notice  that  you  are  programing  $40  million 
for  NATO  infrastructure  for  fiscal  year  I !)(!().  Now  why  should  wo 
spend  that? 

Mr.  Shuff.  Yes,  sir.  This  is  our  attempt  to  grind  a little  more 
nail  utility  into  this  program,  Senator.  Those  amounts  of  money  are 
related  to  some  degree  of  matching  an  amount  that  our  NATO  allies 
will  supply  in  order  to  make  up  a whole. 

Ul'TlfAt.  WEAPONS  DEVELOPMENT  PHOORAM 

The  $40  million  that  you  speak  of,  I believe,  is  for  the  mutual 
weapons  development  program. 

Senator  Ellen m:u.  No,  this  is  for  infrastructure.  No,  infra- 
structure is  $70  million  and  mutual  weapons  is  $40  million.  You  aro 
correct. 

.Mr,  Shuff.  1 see.  I will  deal  with  all  four  of  them,  if  you  like. 

Senator  Ellknuku.  Let  ns  take  the  $40  million  item  first,  there . 
If  n weapon  is  developed  through  this  program,  how  do  we  fore? 
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Mr.  Shuff.  How  do  you  inrun,  how  do  wn  farr? 

Senator  Ellendeh,  Do  we  get  it  free  of  charge? 

Mr.  Shuff.  No,  why  should  we?  We  have  only  shared.  We  get 
the  information  that  comes  out  of  the.  research  and  development,  wo 
get  all  of  that.  But  we  do  not  get  the  weapon,  because  wo  have  not 
puid  for  the  weapon. 

Senator  Ellendeh,  If  the  research  gives  us  information  can  wo 
manufacture  the  weapon? 

Mr.  Shuff.  Yes,  sir. 

Senator  Ellendeh.  We  get  all  of  that  information? 

Mr.  Shuff.  Yes,  sir. 

Senator  Ellendeh.  Free  of  charge? 

Mr.  Shuff.  Free  of  charge. 

SH  IJ  ANTITANK  weapon 

Senator  Ellendeh.  Evidently  wo  are  not  going  to  get  this  infor- 
mation on  the  SS  11  antitank  weapon  free  ofehargo.  I understand 
that  they  are  asking  for  royalties  on  this  weapon.  I will  quote  from 
a confidential  document  which  1 have  here,  and  it  reads  as  follows: 

Ami  we  have  spent  quite  a few  million  dollars  to  help  develop  this. 
(Discussion  off  the  record.) 

Mr,  Shuff.  I would  say,  sir,  in  answer  to  that , that  the  proof  of 
the  pudding  is  in  the  eating.  The  Army  has  not  signed  up  with  them. 

1 would  think  that  if  the  French  could  identify  some  special  costs  that 
they  have  had  in  their  part  of  the  research  ami  development  conceiv- 
ably they  might  make  a good  case.  But  the  Army  has  not  signed  up 
for  the  weapon. 

Senator  El  lender.  I understand  that,  but  you  are  negotiating. 
Mr.  Shuff.  Wo  are  negotiating. 

Senator  Eli. under.  That  is  what  the  French  are  asking  for, 

Mr.  Shuff.  Well,  we  are  not  giving  it  to  them. 

PAYMENT  OF  ROYALTIES  TO  FRANCE 

Sena  lor  Ellendeh.  Why  should  they  ask  anything  at  all?  They 
have  obtained  from  us  u good  deal  of  knowledge  already  and  I would 
just  like1  to  know  why  it  is  that,  since  (his  program  is  to  he  mutual, 
and  since  it  is  to  he  for  the  benefit  of  France  as  well  ns  us,  they  should 
have  the  temerity  to  ask  for  royalties  on  the  prod  tie  t ion  of  this  weapon? 

General  Lemnitzer.  Senator,  the  SS-10  and  11  series  was  begun 
before  the  mutual  development  weapons  program  even  started  and 
the  large  amount  of  research  and  development  was  done  outside  on 
the  initial  SS-10,  before  we  even  indicated  un  interest  in  it.  Recently 
we  have  bought  u considerable  number. 

Senator  Ellkndkr.  You  bought  them  from  France;  did  you  not? 
General  Lemnitzer.  Yes;  we  are. 

Senator  Ellendeh,  You  are  buying  from  them  at  a profit  to  them? 
Getternl  Lemnitzer.  It  was  developed  by  a private  company. 
Senator  Ellender.  By  a private  company? 

General  Lemnitzer.  Yo9, 

Senator  Ellendeh.  Not  altogether? 

General  I/EMNiTzfen.  Not  entirely;  no. 
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Senator  Ellender.  The  French  Government  helped? 

General  Lemnitzer.  It  was  a combination  of  governmental  and 
industrial. 

Senator  Ellender.  The  same  as  we  havo  at  times.  Wo  have  the 
same  setup  hero. 

General  Lemnitzsr.  That  is  right.  But  with  respect  to  tho  mutual 
weapons  development  program,  I would  iiko  to  got  that  straight  for 
purposes  of  the  record.  When  anyone  turns  over  the  development 
of  an  item  that  is  encompassed  within  tho  mutual  weapons  develop- 
ment program  it  is  actual  y an  exchango  of  research  ana  development 
knowledge  so  as  to  provide  all  the  nations  that  are  involved  with  tho 
best  possible  research  and  development  information  so  that  they  can, 
if  they  wish,  initiate  production  of  that  itom  for  their  own  forces. 

The  SS“10  was  developed  before  this  particular  program  was 
started. 

Senator  Ellender.  But  Franco  would  not  be  willing  to  let  us  have 
some  of  that,  as  we  let  thorn  have  some  of  ours?  Does  that  make 
this  a mutual  aid  program?  I doubt  it. 

General  Lemnitzer.  Tho  problem  is  comparable  to  the  situation  if 
some  industrial  firm  in  the  United  States 

Senator  Ellender.  No;  this  is  Government,  General.  It  started 
out,  as  I understand,  with  a private  concern,  but  now  tho  French 
Government  is  asking  for  this,  not  the  piivatc  company. 

Mr.  Shuff.  Sir,  tho  corporate  entity  is  not  comparable  to  anything 
in  the  United  States.  We  do  not  have  in  tho  United  States  corporate 
entities  of  this  variety.  I will  agree  with  you  that  the  Government  is 
in  this  company.  I will  agree  with  that.  But  the  Government  de- 
mands that  the  company  make  a profit  or  ioss.  It  is  not  ns  though  it 
were  a Government  corporation  that  did  not  require  careful  accounting 
of  all  of  tho  money.  The  money  bus  to  stand  on  its  own  two  feet. 

I will  agree  with  you  that  the  French  Government  is  in  there  to  somo 
ox  tent. 

AMORTIZATION  AND  ROYALT1E8  ON  MUTUAL  DEFENSE  WEATON 

Senator  Ellender.  They  nro  in  there,  and  vhey  are  demanding 

the in  order  to  pay  amortization  and  royaft'^s  or.  a weapon 

that  is  for  tho  mutual  protection  of  France,  tho  United  .States,  and 
everybody  concerned  in  Western  Europe. 

Mr.  Shuff.  Senator,  you  arc  on  a subject  that  is  ono  of  tho  head- 
aches of  this  program. 

Senator  Ellender.  Yes;  and  lam  surprised  that  you  continue  to 
givo  them  money  to  the  tune  of  $40  million  to  continue  this  program 
if  wo  cannot  got  tho  products  developed. 

Mr,  Shuff.  May  I finish,  please,  sir?  You  are  on  the  headache  of 
one  of  tho  toughest  things  that  this  program  deals  with;  that  is  that, 
all  of  tho  countries  that  wo  program  for  are  national  entities  of  their 
own.  Wo  don't  go  over  and  club  them,  Wo  negotiate  with  them. 
They  havo  their  national  prerogatives.  Tho  mere  fact  that  we  aro 
not  buying  this  high  percentage  of  royalty  seems  to  mo  to  bo  proof 
that  we  aro  not  going  to  bo  hornswogglcd  into  this  kind  of  thing. 

Now  wo  havo  negotiated  other  tilings  with  Franco  whore  thoy  havo 
started  off  with  some  pretty  outstanding  demands  and  wo  have  nego- 
tiated thorn  down  into  what  has  ondecl  up  in  a fairly  businosshke 
arrangement.  Until  we  make  the  mistake  of  paying  this  money— 
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and  I hope  we  don’t — I would  Bay  that  wo  must  not  tar  the  whole 
mutual  weapons  development  program  with  the  brush  that  it  is  no 
good  simply  because  Franco  won't  make  tliis  available  to  us  at  no 
cost. 

Senator  Ellender,  Mr.  Chairman,  I realize  that  I am  trespassing 
on  the  time  of  oilier  Senators  who  wish  to  ask  questions,  but  is  it  not 
a fact  that  the  SS-11  missile  will  take  the  place  of  the  Dart  missile 
which  has  been  abandoned  by  the  Army? 

General  Lemnitzer.  That  is  right.  Tho  SS-10  had  the  initial 
capability  wo  had  been  looking  for,  and  it  had  the  expansion  potential, 
and  we  thought  it  wus  a much  moro  economical  weapon.  It  was  one 
that  was  already  developed,  and  wo  needed  such  a weapon  right 
quick,  and  wo  adopted  tho  SS-10. 

JUSTIFICATION  OF  W EATONS  PRODUCTION  PROORAM 

Senator  Ellknder.  Will  you  justify  the  weapons  production  pro- 
gram of  $20  million  for  Western  Kuropo?  Aren't  they  capable  of 
doing  that  themselves?  This  program  has  been  increased  from  $4 
million  to  $20  million.  Will  you  justify  that  for  us? 

Mr,  Shuff.  Yes,  sir. 

Senator  Kllendeh.  All  right. 

Mr.  Shuff.  I feci  very  responsible  for  this  one,  Senator,  and  if  this 
one  is  wrong,  I am  the  one  tlmt  is  wrong.  In  December  of  1957  Mr. 
Wilson  went  over  to  Kuropo  and  indicated  that  ho  thought  the  way  to 
get  tho  Europeans  interested  in  tho  modern  production  was  to  give 
them  a sample  weapon.  That  became  known  as  the  sample  weapons 
program.  The  following  year  when  President  Eisenhower  went  over 
to  attend  the  NATO  meeting ~ 

Senator  Ellexder.  Was  that  in  1955? 

Mr.  Shuff.  When  President  Eisenhower  went  over  to  tho  NATO 
mooting  ho  enlarged  on  this  and  said  that  sinco  the  Russians  were 
farming  out  a good  deal  of  their  research  and  development  and  some 
production  that  this  made  sense  to  do  so  with  our  NATO  allies. 

HAWK  MISSILES 

Rather  than  just  give  them  Hawk  missiles —l his  is  what  wo  are 
talking  about  here,  this  $20  million  relates  to  Hawk  missiles,  a medium- 
range  ground-to-air  missile- ho  indicated  that  what  wo  would  do  is 
eharo  our  technical  know-how  with  them  if  they  would  join  with  us  in 
tho  production  of  the  weapon. 

What  you  are  saying  hero,  sir,  lias  now  come  to  pass.  There  is  a 
company— the  countries  who  will  do  tho  production — are  Italy,  Ger- 
many, Franco,  Belgium,  and  the  Netherlands.  They  will  also  bo  the 
customers  for  tho  major  portion  of  the  production  of  this  weapon, 
so  that  wo  expect  them  to  spend  the  equivalent  of  $400  million  in  their 
own  money  to  buy  a number  of  battalions  of  this  weapon.  This  is 
in  oxebango  for  what  we  will  do  in  the  way  of  making  technical  assist- 
ance available  to  them.  The  idea  being,  of  courso,  that  if  we  can  show 
them  where  they  can  make  some  money  producing  a weapon  which 
thoy  will  buy  and  support  with  their  own  currency  we  aro  that  much 
better  off  and  do  not  need  that  money  which  wo  would  spend  for  the 
purchase  of  thoso  weapons  here  for  transfer  to  them  under  grant-aid 
arrangements. 
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Senator  Em.ender.  Are  wo  going  to  get  the  $20  million  back? 

Mr.  Shuff.  No,  sir;  we  don”t  expect  to  get  it  back,  but  we  expect 
to  get  $400  million  in  Hawk  weapons  for  it. 

Senator  Eli, kndbr.  The  $400  million  for  Hawk  weapons  won’t 
be  for  us;  it  will  be  for  our  allies. 

Mr.  Shuff.  That  will  also  be  for  us,  sir. 

Senator  Em.ender.  I understand  that.  All  we  are  spending  hero 
is  also  for  them.  We  are  spending  more  than  $40  billion  on  our 
own  military  establishment.  That  is  for  them  as  much  as  for  us,  is 
it  not? 

General  Lemnitzer.  That  is  right.  It  is  a mutual  effort  all  tho 
way  around. 

TOTAL  DEFENSE  APPROPRIATIONS 

Senator  Chavez.  We  just  passed  last  week  the  Defense  Department 
appropriation  hill.  By  (be  time  we  get  through  with  military  con~ 
struetion  it  will  be  $41  billion. 

Mr.  Shuff.  That  is  collective  security,  Senator  Chavez. 

Senator  Chavez.  Well,  I think  it  is  necessary. 

Senator  Ei.lendkr.  Mr.  Chairman,  I have  many  more  questions, 
but  I will  wait  until  the  detailed  presentations  are  given. 

Senator  Stknnis.  Senator  Dworshak. 

Senator  Dworshak.  I think  while  we  are  talking  about  the  amount 
of  money  spent  abroad  it  is  pertinent  to  point  out  that  tho  U.S.  defense 
expenditures  entering  the  international  balance  of  payments,  say,  for 
the  fiscal  year  1959  amounted  to  about  billion. 

I think  ns  we  talk  about  the  mutual  sharing  of  costs  and  expenses 
and  manpower,  and  everything,  that  we  ought  to  be  aware  of  the  fact 
that  we  are  spending  this  very  colossal  sum  in  direct  payments  to  our 
own  forces  abroad.  That  is  generally  overlooked. 

Now  I am  not  going  to  take  too  much  time,  Mr.  Chairman.  I 
appreciate  that  the  general  has  had  extensive  experience  in  many 
foreign  areas,  particularly  in  the  Pacific,  the  Far  East,  and  he  has 
great  responsibilities  on  this  new  job.  And  I think  many  of  ns  have 
a profound  regard  and  respect  for  him.  I think  that  wo  ought  to  bo 
more  realistic,  and  I am  sure  you  will,  General,  ns  you  approach  tho 
solution  of  many  of  these  problems. 

MATO  MANPOWER 

A few  minutes  ago  you  mentioned  manpower.  You  mentioned  that 
they  were  qualified  in  Europe  and  elsewhere  to  provklo  manpower. 
Let  us  look  at  NATO  and  be  realistic.  If  you  leave  out  United 
States  and  Canada,  the  other  countries  in  tfATO  have  about  450 
million  people.  Recently  there  have  been  disclosures  which  have  been 
classified  until  recently  showing  that  we  have  only  20K  divisions,  and 
not  wholly  recruited.  When  you  take  tho  divisions  that  wo  hnvo 

and  tho divisions  of  West  Germany,  that  leaves  only  9% 

divisions  for  all  other  NATO  countries.  Is  that  correct? 

General  Lemnitzer.  That  is  for  the  central  region  of  NATO,  only. 
Senator  Dworshak.  For  Europe? 

General  Lemnitzer.  The  central  region  does  not  includo  Greece, 
Turkey,  or  Italy. 

Senator  Dworshak.  What  is  NATO? 
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Mr.  Shuff.  Tho  central  region  of  NATO,  sir,  only  includoa  Belgium 
and  Luxembourg,  France,  Germany,  Netherlands, 

General  Lemnitzeh.  The  M-day  forces  committed  to  NATO  are 

Belgium-Luxcmbourg,  — — — divisions;  Canada, division; 

France,  — — — ; Germany, ; United  Kingdom, ; and 

the  United  States,  5,  a total  of  21%  divisions.  That  is  central  NATO. 

Now  for  the  southern  European  area,  Greece, ; Italy, ; 

Turkey,  — — - — -.  These  are  separate  units  distributed  along  their 
frontiers  bordering  on  the  U.S.S.ll.  or  its  satellites. 

DEI’I.OY  ME  N'T  nr  OKEEK  ANU  TURKISH  FORCES 

Senator  Dwoushak,  Where  are  those  Greek  and  Turkish  forces 
deployed? 

General  Lemnitzeh.  In  southern  Europe,  within  their  owti  terri- 
tory. 

Senator  Dwoushak,  So  they  do  not  contribute  anything  to  the 
central  European  NATO  setup? 

General  Lemnitzeh.  That  is  correct. 

Senator  Dwoushak.  That  is  what  I understood. 

General  Lemnitzeh.  That  is  correct. 

Senator  Dwoushak,  Now  recently  there  was  an  article  in  the  Star, 

I think  you  read  that  Associated  Press  article,  allowing  that  tho 
NATO  forces  were  spread  thin  and  for  the  first  time  I saw  the  pub- 
licity regarding  tin*  20 M divisions.  You  saw  that? 

General  Lkmnitzkh.  Yes,  sir. 

EFFECTIVENESS  OF  NATO  FORCES 

Senator  Dwoushak.  That  lias  been  classified,  although  I know 
members  of  the  committee  have  seen  that  in  the  press  during  the 
past  year.  Now  I am  not  going  to  belabor  that,  hut  I want  to  call 
your  attention  to  some  testimony  received  by  this  committee  on 
June  9.  It  is  more  or  less  classified.  It  is  marked  “top  secret,”  in 
the  possession  of  the  appropriate  committee  office,  from  General 
Norstad.  We  have  had  testimony  in  previous  years  from  General 
Gruenther,  when  he  was  the  commander  of  SHAPE,  I have  been 
one  of  those  who  1ms  doubted,  ns  I am  sure  Senator  Ellemlcr  and  otlier 
members  of  tho  committee  have,  that  NATO  forces  are  not  the 
realistic  shield  we  are  told  to  expect  from  that  source. 

After  having  sonic  real  pertinent  testimony  from  General  Norstad, 

I asked  him  tins  question — I ain  reading  from  the  testimony  of  June 
9,  1959. 

General,  what  happens  if  your  shield  forces  arc  overwhelmed  promptly? 
General  Norstad.  They  could  lx>  overwhelmed,  tail  If  they  an*  overwhelmed, 
that  means  a decision  has  ln*on  made  to  start  World  War  III.  That  imams  that 
the  Soviets  have  decided  they  want  to  destroy  Russia  among  other  things.  If 
they  have  taken  this  decision,  these  shield  forces  will  not  niter  that  decision. 

I said, 

That  means  also,  that  if  NATO  forces  are  inadequate  the  full  responsibility 
of  meeting  tho  Communist  threat  devolves  upon  the  United  States? 

General  Norstad,  That  is  correct,  sir.  Of  course  tho  United  Kingdom  Bomber 
Command  makes  its  contribution. 

Now  I nuote  that  to  you  because  I can  recall  testimony  that  we 
have  had  from  General  Lomay  when  he  was  head  of  the  Strategic 
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Air  Force  indicating  that  we  aro  placing  ontirclv  too  much  dependence 
and  reliance  upon  NATO  as  a shield  force  ana  that  in  the  event  of  a 
real  attack  by  the  Soviet  forces  we  would  have  to  rely  upon  SAC. 

COOPERATION  PROM  NATO  COUNTRIES 

Now  I am  calling  this  to  your  attention  because  I think  as  a realist, 
and  I consider  you  that,  and  you  must  bo  in  the  discharge  of  your 
present  duties,  do  you  think  we  nre  getting  the  full  cooperation  from 
the  NATO  countries,  whether  it  bo  in  manpower  or  modernizing 
equipment?  Do  you  think  that  we  aro  getting  real  mutuality  in 
this  program? 

General  Demnitzkr.  I think  we  are  getting  mutuality,  but  the 
degree  of  it  is  anvono’s  opinion.  I believe,  and  I believe  It  would  be 
the  views  of  the  Joint  Chiefs  of  Stuff,  that  we  would  like  to  see  more 
effort  from  the  countries  concerned.  I feel,  however,  Senator,  that 
wo  have  come  a very  long  way  since  this  program  started.  When 
this  program  started  thero  was  practically  notliing  but  a corporal’s 

S guard  in  Western  Europe  to  prevent  the  Soviet  from  overrunning 
Europe.  In  my  opinion,  it  was  an  open  invitation  to  attack. 

I might  say  we  have  come  a very  long  way  by  setting  up  a command 
organization  over  thero  that  can  control  tho  situation  a lot  better. 
Although  thero  is  still  something  to  lie  desired  on  the  part  of  what 
these  countries  aro  doing,  I would  say  that  we  aro  making  progress. 
Tho  fact  that  thero  has  not  been  any  attack  in  Western  Europe 
since  this  particular  program  started  is  tho  best  evidence  of  its  worth. 

Senator  Dwohshak.  Isn’t  that  a psychological  result  rather  than 
tho  fact  that  these  forces  have  been  a deterrent  in  preventing  any 
assaults  of  any  kind,  or  any  aggression? 

General  Lkmnitzeii.  I think  tho  forces  which  have  been  built  up 
hftvo  been  a deterrent. 

Senator  Dwohshak.  Psychologically? 

EFFECT  or  MILITARY  SECURITY  ON  EUROPEAN  RECOVERY 

General  Lkmnitzkm.  Yes,  I do.  I think  tho  fact  that  these  forces 
have  been  built  up  in  Europe  has  been  largely  responsible  for  tho 
recovery  of  Europe.  I recall,  in  tho  earlier  days  of  tins  program  when 
tho  Marshall  plan  was  underway  and  there  was  no  military  assistance 
program.  I felt  at  that  time  tho  Marshall  plan  was  not  making  tho 
progress  that  it  should  and  could  make  if  thero  bail  been  mi  itary 
security  in  Europo.  In  other  words,  I felt  that  without  soino  military 
security  in  Europe,  thero  could  not  bo  much  economic  security.  As 
a matter  of  fact,  1 take  greater  prido  in  having  had  a hand  in  the  early 
days  of  this  program  than  in  anything  else  I huvo  done  in  my  entire 
service. 

Senator  Dworsjiak.  In  military  assistance? 

Gonoral  Lkmnitzbr.  Yes,  air.  I was  tho  first  Director  of  tho 
Department  of  Defense  sido  of  tho  program.  I think  thero  has  boon 
tremendous  progress  made  in  this  area. 

Senator  Dwohshak.  When  NATO  was  set  up  it  was  envisaged  that 
there  would  bo  60  divisions.  You  got  one-third  of  that  10  years  later. 

Gonoral  Lemnitzer.  There  have  boon  various  cstimatos  of  the  re- 
quirement. General  Norstad  is  constantly  keoping  this  under  review, 
as  are  the  chiefs  of  the  staffs  in  the  countries  concerned. 
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EXTENT  Of  EUROPEAN  COOPERATION 

Senator  Dworshak.  You  feel  wo  are  getting  full  cooperation  from 
the  NATO  countries  and  our  allies  in  Europe,  particularly,  who  recog- 
nize the  essential  need  of  not  only  cooperating  with  us  but  of  defend- 
ing themselves  against  a possible  threat  from  behind  the  Iron  Curtain? 
Do  you  feel  they  are  going  all  out  in  every  way  to  give  us  maximum 
cooperation? 

General  Lemnitzejt.  I would  not  go  so  far  as  to  say  they  are  going 
all  out.  As  a matter  of  fact,  they  probably  don't  think  that  wo  are 
going  all  out  either,  Senator.  Everything  ia  relative  in  this  field.  As 
I indicated  before,  I would  like  to  see  greator  effort  on  the  part  of  our 
allies  along  with  the  efforts  that  we  arc  making. 

Senator  Dworbhak.  Now  I think  you  put  your  finger  on  it  when 
you  say  that  possibly  our  allies  feel  we  are  not  going  all  out.  We  are 
spending  a lot  of  money,  we  are  spending  $3#  billion  abroad  on  our 
militarv  forcos  alone,  as  has  already  beon  pointed  out.  And  we  are 
going  far  afield  in  every  possible  way  in  the  development  of  atomio 
energy  and  in  every  phase  of  missile  development  and  jet  planes  and 
everything  else.  We  are  going  all  out.  Wo  wont  $12}$  billion  in  the 
red  m the  last  fiscal  year.  I don't  know  how  much  farthor  we  can  go 
without  going  broke. 

General  Lemnitzer.  I bolieve  the  record  will  show  that  for  every 
dollar  wo  havo  spout  to  help  them,  they  are  spending  $7  in  thoir  own 
behalf.  But  there  are  countrios  that  are  doing  moro  than  wo  are. 

KOREAN  EFFORTS 

I happened  to  havo  beon  in  one  recently — the  Republic  of  Korea. 
For  example,  the  load  that  they  are  carrying  in  relation  to  their  fiscal 
roaources  is  much  greator  than  ours. 

Senator  Dworshak.  Yos,  Gonoral;  I share  your  prido  in  the  con- 
tribution boing  made  by  Syngman  Iihee  and  tho  Korean  peoplo.  They 
are  a great  nation.  But  if  we  become  involved  in  somo  actual  aggres- 
sion thoro,  you  and  I know  that  the  Korean  forces  will  not  accomplish 
much,  or  in  Taiwan.  They  can’t  on  thoir  own  do  very  much.  Presi- 
dent Eisenhower  served  notice  on  tho  Rods  that  if  thoro  is  an  attack 
on  that  area  it  will  bo  construed  as  an  attack  against  tho  United 
States,  and  we  will  retaliate  in  ovory  possible  way. 

Psychologically,  that  throat  of  retaliation  is  what  is  holding  the  line 
in  the  Far  East.  Will  you  agree  with  mo  on  that? 

General  Lemnitzer.  Noteutiroly;  no  sir.  But  I would  like  to  make 
this  very  cloar  about  tho  Republic  of  Korea.  If  thoro  is  any  nation 
that  will  stand  up  and  fight  with  us  in  tho  event  of  an  attack,  I would 
plnce  my  money  on  tho  Republic  of  Korea.  They  havo  beon  through 
this.  T’hoy  havo  boon  ono  of  tho  few  nations  in  tho  free  world  that 
has  beon  subject  to  Communist  aggression;  thoy  know  what  it  is. 

I think  that  whilo  thoro  may  bo  doubt  about  some  nations  standing 
up  and  fighting  with  us,  there  is  no  doubt  whatsoever  about  tho  Re- 
public of  Korea. 

vSonator  Dworshak.  I agree  with  you  fully  in  that  statement,  but 
I must  contend  that  thoir  own  resources  aro  extremely  limited. 

General  L£MNtT2En.  That  is  correct. 
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Senator  Dworshak.  And  to  tliat  extent  they  cannot  accomplish 
too  much  without  our  active  support. 

General  Lemnitzer.  That  is  absolutely  correct. 

Senator  Stennis.  Thank  you. 

Senator  Bible? 

Senator  Bible.  I have  no  questions. 


STR8N0TU  OF  GERMANY  AND  JAPAN 

Senator  Monhoney.  I want  to  apologize  for  not  having  had  the 
experience  on  this  committee  that  the  other  members  have  had.  I 
haven't  had  the  privilege  of  going  through  these  figures,  but  would 
you  not  say  that  among  our  allies,  Germany  and  Japan  offer  a sub- 
stantial amount  of  military  power? 

General  Lemnitzer.  Yes,  I do,  because  they  have  demonstrated 
in  the  past  that  potentially  they  are  very  strong  military  powers  be- 
cause they  have  the  manpower,  they  have  demonstrated  that  they 
are  good  soldiers;  and  they  also  have  industrial  capacity  to  back  up 
and  support  their  military  forces. 

Senator  Monhoney.  I notice  in  the  figures  that  the  amounts  for 
military  assistance  to  these  countries  are  relatively  minor.  Other 
countries  such  as  Belgium  or  Holland  seem  to  have  had  a great  deal 
more  aid  than  these  countries  which  have  demonstrated  a remarkable 
recovery  from  total  defeat  and  can  represent  nn  outstanding  amount 
of  military  strength. 

I am  just  trying  to  analyze  these  figures.  I don’t  know  how  thoy 
do  so  well  while  we  have  to  give  so  much  aid  to  a country  like  Belgium 
whoso  financial  position  today  is  far  better  than  ours.  Holland  I 
believe  is  in  the  same  way. 


PSYCIIOI.OOICAl,  IMPACT  OF  DC  FEAT  IN  WAR 

General  Lemnitzer.  In  tho  case  of  both  Germany  and  Japan,  tho 
buildup  of  military  forces  presents  other  than  economic  problems. 
I happen  to  be  acquainted  with  this  problem  in  Japan.  The  psycho- 
logical impact  of  defeat  in  war,  and  this  has  also  been  the  case  in  the 


logical  impact  of  defeat  in  war,  and  this  has  also  been  the  case  in  the 
past  with  respect  to  Germany,  has  been  a barrier  with  respect  to  tho 
buildup  of  military  forces. 

In  the  early  days  of  NATO  there  was  great  restriction  on  Germany 
for  building  up  of  any  forces,  and  it  was  only  in  the  early  fifties  that 
it  was  agreed  that  Germany  could  raise  forces  as  largo  os  a division 
when  they  came  Into  NATO,  I am  not  sure  that  I get  your  question, 
Senator.  Is  it  why  so  little  money  should  go  into  Germany  and 
Japan? 

Senator  Monroney.  Why  thev  have  been  able  to  make  such  a 
remarkable  military  recovery  with  so  little  aid.  from  a state  of  com- 
plete defeat,  complete  destruction  of  many  of  their  plants,  and  thin 
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countries  that,  were  victors  in  the  war? 


General  Lemnitzer.  I don’t  believe  that  Germany  and  Japan  have 
made  a complete  military  recovery  to  date,  Senator. 

Senator  Monroney.  I have  heard  General  Norstad  testify  ns  to  the 
quality  of  the  German  forces.  Thero  are  no  other  forces  in  Western 
Europe  for  which  he  has  higher  regard.  I think  I have  heard  you 
brief  our  delegation  as  to  the  forces  of  Japan.  It  looks  to  mo  like 
our  two  strongest  military  allies  have  had  a relatively  small  amount  of 
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aid  and  performed  beautifully,  whereas  the  others  that  we  have  aided 
by  tremendous  amounts  are  not  leaving  their  troops  in  NATO,  are 
forcing  us  to  take  our  bases  out  of  France  at  a great  expense,  and  are 
diverting  their  fleet  to  their  own  purposes. 

I wonder  whether  we  aro  getting  the  value  that  we  are  putting  up. 
Mr.  Shuff.  Senator,  may  I supplement  what  the  general  has  said, 
ploase? 

In  the  first  place,  both  Japan  and  Germany  were  practically  econom- 
ically leveled.  They  were  militarily  leveled,  too.  As  fur  as  Germany 
is  concerned,  they  benefited  greatly. 

Senator  Stennis,  Pardon  me  just  a minute,  gentlemen.  If  I may 
iust  observe  this.  Somo  of  us  are  staying  hero  to  get  your  statement. 
Mr.  Shuff,  and  your  testimony.  It  is  getting  along  in  the  day  and 
Mrs.  Longer  is  to  he  buried,  the  funeral  is  at  1 o’clock.  So  I say 
rather  thun  deal  in  these  general  aspects  about  Japan  and  Germany 
being  leveled,  let  us  get  down  to  the  point,  if  we  may,  and  get  to  Mr. 
Shun's  testimony. 

Now,  if  we  may,  let’s  shorten  our  answers  and  questions,  but  not 
in  substance. 

Proceed. 

Senator  Monkoney.  I was  just  trying  to  raise  the  question  of  why 
we  get  so  much  for  so  little  and  so  little  for  so  much. 

Senator  Stennis.  That  is  a very  good  question.  I have  just  two 
questions  for  the  general. 

Senator  Ellender.  I have  one  more  question. 

TROOPS  IN  KOREA 

General,  can  you  let  us  know  specifically  the  number  of  soldiers  in 
South  Korea  other  than  the  Hok’a  and  ours? 

General  Lemnitzer.  Yes,  I can. 

Senator  Ellender.  And  who  pays  for  the  logistics,  who  pays  for 
the  support  of  all  these  soldiers,  because  wo  have  an  item  of  $10.5 
million  that  our  Government  is  paying  for.  I want  the  record  to 
show  whether  or  not  we  do  pay  all  of  it  or  part  of  it. 

General  Lemnitzer.  I can  provide  that,  Senator. 

Mr.  Shuff.  I can  provide  it  now,  .Senator,  — men. 

Senator  Ellender.  And  we  pay  the  logistics? 

Mr.  Shuff.  We  do,  sir. 

Senator  Ellender.  Even  the  English,  the  Turks,  and  everybody? 
Mr.  Shuff.  We  pay  for  the  Turks,  Thai,  United  Kingdom,  Franco, 
Ethiopia,  and  Greece. 

Senator  Ellender.  Why  can't  wo  make  them  pay  their  own 
soldiers,  feed  them,  and  so  forth? 

Senator  Stennis.  Senator  Bible,  you  did  not  have  any  questions? 
General  Lemnitzer.  Senator,  could  I answer  that  question? 

The  fact  that  they  havo  that  manpower  there  is  important  to  us, 
Senator  Ellender.  It  reduces  the  need  for  U.S.  manpower.  I am 
not  in  a position  to  determine  whether  they  can  pay  or  cannot  pay 
for  their  support  but  having  the  Turkish  brigade  and  others  in  being 
there  lessens  requirement  for  American  troops  in  Korea. 

Senator  Ellender.  I know  your  answers. 

General  Lemnitzer.  But  that  is  important,  Senator  Ellender. 
Senator  Ellender.  Certainly  it  is.  I just  cnn’t  agree  with  you, 
that  is  all. 
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DECISIONS  ON  MILITANT  AID 

Senator  Stennib.  Geueral?  may  I ask  you  this?  After  alJ,  as  to 
the  extent  of  this  military  aid  now,  who  makes  the  decision  on  that, 
the  ultimate  decision?  Is  that  the  Department  of  State  or  the  Depart- 
ment of  Defense? 

I know  you  gentlemen  advise  with  them  oxtensivoly,  but  after  all, 
who  really  sets  this  figure?  The  Department  of  Defense  or  the 
Department  of  State?  I think  if  we  can  get  a clear-cut  answer  to 
that  wo  could  better  understand  your  problem. 

General  Lemnitzer.  I will  ask  Mr.  Shut?,  who  is  running  the  pro- 
gara  for  the  Department  of  Defense.  I am  representing  the  Joint 

Senator  Stennis.  We  are  going  to  get  to  him  later.  General,  here 
is  my  purpose.  May  I say  this?  You  give  us  your  military  opinion, 
and  so  forth,  about  how  disastrous  it  would  be  to  do  this  or  fail  to  do 
that.  I would  just  like  to  know  whether  that  is  your  real  military 
opinion  or  whether  it  is  under  the  wraps,  and  this  is  not  criticism  of 
anyono. 

I have  the  idea  that  the  Department  of  St&to  made  the  ultimate 
decision  here  about  the  figures.  Of  course,  the  President  makes  the 
final  one.  It  is  not  the  Department  of  Defense.  The  Joint  Chiefs 
do  not  set  these  figures,  do  they,  on  this  military  aid? 

General  Lemnitzer.  The  actual  figures;  no.  The  Joint  ChiefB  are 
more  involved  in  the  military  goals  and  the  hardware  which  will  build 
up  the  capability  of  these  forces.  Now  the  development  of  the  pro- 
gram starts  in  the  military  assistance  advisory  groups  in  the  countries 
concerned.  Those  recommendations  are  worked  out  in  coordination 
with  tho  countries  concerned  and  submitted  through  the  unified  com- 
mandors  to  tho  Joint  Chiofs  of  Staff. 

The  actual  dollar  figures  are  not  determined  within  the  Joint  Chiofs 
of  Staff. 

Senator  Stennis.  Well,  wo  havo  to  deal  with  dollars  hero,  you  sco, 

Genoral  Lemntizer.  res,  air;  I realize  that.  So  do  wo  in  our 
active  U.S.  Military  Establishment. 

Sonator  Stennis.  So  you  roally  set  forth  the  need  thon  from  the 
military  level,  and  from  there  someono  else  takes  it  on? 

General  Lemnitzer.  The  Joint  Chiefs  submit  their  recommenda- 
tions on  programs  to  tho  Department  of  Defense.  Thoro  it  is  trans* 
Jated  into  dollars  and  there  it  iB  coordinated  with  the  Dopartmont  of 
Stato, 

Now  to  givo  you  a specific  answer  os  to  where  in  tho  U.S.  Govern- 
ment these  overall  figures  aro  established,  I would  havo  to  defer  to 
Mr.  Shuff. 

GERMAN  RECOVERT 

Senator  Stennis.  All  right{  we  will  take  that  up  with  him.  Lot 
me  just  obsorvo  this.  I realize  that  wo  must  have  NATO  and  we 
must  keep  it  going.  I havo  been  throo  times  to  Germany,  and  I 
certainly  am  not  anti-German,  but  that  powerful  notion  there,  oven 
though  devestated  by  war,  started  out  a few  years  ago  when  it  did 
not  have  any  debt,  it  had  no  army  to  keep  lip.  no  navy  to  keep 
up,  and  with  our  aid  and  the  other  aid  they  have  worked  hard 
and  havo  had  a tremendous  comeback.  And  for  us  to  go  on  and 
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on  and  on  with  our  forces  there  protecting  Germany  in  the  face  of 
their  prosperity,  it  just  is  not  based  on  commonsense,  it  seems  to  mo. 

Those  things  keep  coming  back  to  our  minds,  those  veiy  questions. 
I don't  know,  but  you,  the  Department  of  Defense,  the  President  or 
someone,  it  Beems  to  mo,  have  to  tako  the  load  in  convincing  those 
strong  nations  of  that  type  that  they  must  do  more 

I do  not  say  that  critically  of  them,  but  we  are  carrying  our  divisions 
over  there  and  I have  been  over  on  those  troopships  carrying  their 
children,  their  families.  I have  been  over  there  and  visited  the  school 
buddings  and  everything.  And,  by  the  way,  I found  an  old  man  over 
there  who  is  cortaiidy  a credit  to  the  Army,  General  Moses,  at  Munich 
lost  fall,  a great  fellow,  trying  to  save  every  dollar  he  could.  But  we 
want  something  to  look  forward  to  when  we  will  not  have  to  continue 
doing  these  things,  General.  We  want  something  we  can  tell  our 
people  back  homo  which  is  a little  rnoro  encouraging. 

Boar  those  things  in  mind  when  you  meet  around  that  Joint  Chiofa 
of  Staff  table.  That  is  serious  business. 

MODERNISATION  OF  COMMUNIST  MIUTABT  FORCES 

Now  may  I refer  you  to  page  3 of  your  statement.  You  say  that — 

A t the  ssmo  the  Communists  continue  to  improve  and  modorniao  their  military 
forces  worldwide. 

That  is  a very  broad  statement. 

General  Lemnitzeh.  But  it  is  a correct  one,  Senator. 

Senator  Stennis.  MUitary  forces  worldwide?  Are  thoy  more 
modern  than  ours? 

Genoral  Lkmnitzek.  In  some  respects,  but  thoy  do  follow  the  samo 
pattern,  Senator  Stonnis,  that  we  do.  For  instanco,  in  the  Asiatic 
area  thoy  are  pushing  to  their  North  Korean  satellite  and  their  Red 
Chinese  satclhto  tho  most  modern  aircraft  they  have  in  their  own 
inventory.  As  an  example,  also,  they  have  reorganized  tho  North 
Korean  land  forces  recently  with  tho  latest  typo  of  artillery. 

Senator  Stknnis.  It  seems  to  mo  that  some  of  these  statements  in 
hore  are  a little  oxtravagant. 

Genoral  Lkmnitzek.  No,  sir;  thoy  arc  not. 

POLH7T  ON  MODERNISATION  OF  THE  ARMT 

Sonator  Stennis.  I say  that  with  deferenoo  to  you.  My  goodness, 
tho  Appropriations  Committee  just  a few  days  ago  was  trying  to  forco 
the  Department  of  Dofcnso  to  modernize  our  Army.  GcneraPfayJor's 
most  enoctivc  statement  that  I ovor  heard  him  mako,  and  you  hoard 
him,  you  woro  thoro  with  him  before  you  came  to  tho  Chiefs  of  Staff, 
was  his  belief  in  the  modernization  of  tho  Army. 

Tho  Appropriations  Committee  was  trying  to  give  you  more  money. 

I know,  1 was  author  of  one  of  tho  motions  in  tho  writoup  of  the  bdl 
that  provided  more  money  for  the  Army.  It  finally  emerged,  as  I 
understood  the  statement  from  the  Secretary,  ho  was  not  going  to 
use  it.  So  now  when  you  come  back  today  before  this  commit  too  and 
talk  about  the  Russians  modernizing  their  Army  and  wo  havo  to  keep 
ahead,  it  just  does  not  convinco  me,  because  thero  is  another  depart- 
ment of  the  Government  that  won't  use  money  wo  are  trying  to  givo 
thorn  to  modernize  their  Army. 
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General  Lemnitzek.  That  is  precisely  the  reason  why  General 
Taylor  and  I have  been  and  are  pressing  vigorously  to  modernize 
the  U.S..Army. 

Senator  Stennis.  I was  with  you.  I will  Hay  the  most  impressive 
statement  1 heard  was  the  statement  that  you  gentleman  made — I 
think  it  was  in  January  or  February — the  plea  for  modernization. 
General  Lkmnitzih.  That  is  right. 

Senator  Sten  nib.  So  we  don’t  know  how  to  weigh  statements  like 
this  when  they  are  contrary  to  the  position  otherwise. 

General  Lemnitzer.  Wo  can  provide  you  data,  Senator  Stennis, 
on  this  modernization  of  satellite-forces.  We  can  give  you  the  results 
of  our  intelligence  on  that  one. 

Senator  Stennis.  I know.  I have  been  over  there,  and  I have 
seen  some  of  the  need  for  modernization  in  some  of  the  NATO  coun- 
tries. I do  not  want  to  take  any  more  time.  If  thero  are  no  other 
questions  here,  we  can  proceed  now  to  the  Secretary. 

We  are  certainly  glad  to  have  you  here,  Mr.  Secretary.  You  are 
a valuable  witness  here  before  us.  You  have  a statement.  Do  you 
wish  to  put  it  in  the  record  and  summarize  it,  or  do  you  wish  to  read  it? 

I want  to  get  your  desires,  first.  I am  not  trying  to  cut  you  off. 
Mr.  Shuff.  I would  prefer  to  road  it,  sir. 

Senator  Stennis.  All  right,  if  that  is  what  you  wish  to  do. 

STATEMENT  OF  CHARLES  H.  SHUFF,  DEPUTY  ASSISTANT  SEC- 
RETARY OF  DEFENSE  (ISA)  FOR  MILITARY  ASSISTANCE 
PROGRAMS 

General  Statement 

Mr.  Shuff.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman  and  members  of  the  committee,  I appreciate  tho 
opportunity  of  appearing  before  you  to  present  the  President's  request 
for  $1.0  billion  of  new  obligational  authority  for  fiscal  year  1900  to 
carry  on  the  military  assistance  program. 

Congress  has  now  authorized  tho  appropriation  of  $1.4  billion  for 
this  purpose. 

1 am  here  to  explain  to  this  committee  the  imperative  need  for  tho 
full  amount  of  this  authorization. 

The  background  against  which  my  statement  will  be  made  has  been 
developed  through  many  days  and  thousand  of  laborious  man-hours 
of  examination  of  the  overall  program  and  tho  military,  political,  and 
economic  requirement  it  must  meet. 

This  has  been  going  on  for  over  a year  by  searching,  painstaking 
study  in  many  parts  of  the  world.  The  task  has  been  done  in  part 
by  our  people  in  the  field  who  initially  outlined  the  requirements  on 
the  basis  of  their  on-the-spot  examination  in  widely  separated  and 
differing  areas  and  situations. 

It  lias  been  done  by  the  military  assistance  advisory  groups, 
MAAG’n,  the  United  Commands,  the  Joint  Chiefs  of  Staff,  tho  three 
military  departments,  by  my  staff,  and  by  myself. 

This  task  has  been  materially  assisted  by  other  agencies  of  tho 
Government,  such  as  the  Bureau  of  the  Budget,  the  Department  of 
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State,  the  International  Cooperation  Administration,  and  their 
oversea  missions. 

During  the  past  12  montlis  I have  personally  seen  and  discussed 
with  our  field  representatives  tho  progress,  problems,  and  needs  of 
the  program  in  the  Far  East,  in  Europo,  and  in  Latin  America. 

Knowledge  of  tho  military  assistance  program  and  tho  circumstances 
which  make  it  necessary  are  no  monopoly  of  the  executive  branch  wit- 
nesses supporting  it. 

This  year  the  program  has  been  subjected  to  moro  intonsivo  and 
searching  scrutiny  than  it  has  had  at  any  time  during  its  life  of  10 
years. 

In  recent  months  many  well  qualified,  public-spirited  citizens  have 
rendered  great  service  to  our  country  by  giving  careful  and  sober 
thought  to  tho  security  interests  of  the  United  States  and  the  means 
wo  must  have  to  assure  thorn. 

It  is  no  easy  thing,  in  theso  days  of  porploxing  world  conditions, 
to  say  with  certainty  and  competence  what  our  exact  needs  are,  ami 
what  methods,  often  to  be  chosen  at  the  cost  of  painful  alternatives, 
will  be  most  wisely  omployed  to  meet  them. 

It  is  no  great  surprise,  therefore,  that  not  all  patriotic  Americans 
have  seen  eye  to  oyo. 

Of  theso  valuable  efforts,  tho  imaginative,  thorough  and  objective 
analysis  of  the  Draper  Committee  has  probably  come  to  be  the  best 
known.  The  only  motive  of  this  group  of  distinguished  and  thor- 
oughly qualified  men,  giving  generously  of  their  own  time  at  the 
President’s  request,  is  one  which  wc  all  share;  that  is,  to  evaluate  our 
mutual  security  effort  and  recommend  ways  to  improve  its  effective- 
ness. 

THE  CONTINUING  DANGER 

Among  the  first  findings  of  tliis  committee  was  that  there  has  been 
no  lessening  of  tho  total  Communist  threat  to  tho  survival  of  the  freo 
world;  that,  in  fact,  Soviet-Chineso  capability  to  apply  military,  po- 
litical and  economic  pressures  is  expanding. 

General  Norstad,  Supreme.  Allied  Commander,  Europo,  only  re- 
cently stated  to  this  committee  that  wo  are  faced  with  a succession  of 
challenges,  political,  military,  and  economic,  as  dangerous  in  their  way 
as  those  which  originally  gave  birth  to  tho  NATO  alliance. 

There  are  many  sobering  reminders  of  the  continuing  threat.  One 
need  only  look  at  Iran,  in  which  the  question  of  Communist  intentions 
and  pressure  is  still  a matter  of  free  world  concern,  with  implications 
far  transcending  the  boundaries  of  tho  Middle  East. 

Quenioy,  Tibet,  Berlin,  and  Laos  are  other  potential  danger  points 
of  which  you  are  well  awraro. 

Tho  tension  generated  by  these  threats  is  widely  referred  to  as  the 
cold  war.  This  term  does  not  in  fact  accurately  describe  the  situation. 

An  Asian  friend  and  member  of  the  freo  world  has  recently  said 
that  if  we  look  back  to  the  end  of  World  War  II,  we  will  see  that  tho 
cold  war  has  almost  always  been  hot  , soinew-here,  for  some  people. 

The  insidiousness  of  the  Communist  strategy  is  that  we  never  kuowt 
where  it  is  going  to  be  hot  next.  Confronted  with  this  strategy,  we 
have  only  one  sound  course,  that  is  to  maintain  the  greatest  reasonable 
strength  throughout  the  free  world. 
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tub  program  tor  fiscal  year  iom 

The  Congress  appropriated  $1,515  billion  for  military  assistance  in 
fiscal  year  1959.  That  appropriation,  plus  deliveries  from  prior  year 
accounts,  provided  materiel  and  services  to  recipient  countries  and 
international  organizations  in  the  amount  of  $2.3  billion  during  tho 
past  year. 

The  delivery  of  this  aid  has  resulted  in  better  organization,  bettor 
equipment,  and  improved  training  of  the  military  units  which  re- 
ceived it. 

The  details  of  tho  fiscal  year  1959  program  are  sot  forth  in  the 
presentation  books  bofore  you. 

Regional  witnesses  who  will  bo  appearing  next  week  will  bo  pre- 
pared to  answer  detailed  questions  on  a country-by-country,  itom- 
by-item  basis. 

FISCAL  TEAR  1960  PROGRAM 

The  planned  geographical  and  functional  distribution  of  the  fiscal 
year  19G0  program  is  shown  in  percentages  on  this  chart.  (The  chart 
referred  bo  appears  on  p.  211.) 

IMPROVEMENT  OF  NATO  FORCES 

Mr.  Shuff.  Tho  38  porcont  of  tho  money  requested  for  Europe  is 
primarily  for  improvement  of  the  NATO  country  forces,  and  the 
continuation  of  a modest  program  for  Spain. 

Almost  half  of  the  programs  lor  tho  NATO  countries  will  be  used  to 

firovido  additional  missiles,  and  somo  now  high  performance  aircraft 
or  necessary  modernization  of  air  defense  forces. 

It  should  be  noted  that  by  tho  end  of  December  this  year  all  10 
of  the  European  NATO  countries  whoso  NATO  force  objectives  call 
for  missilo  units  will  havo  received  one  or  moro  units  of  tho  Niko, 
Honest  John,  Corporal,  or  Matador  missilo.  Theso  missilo  deliveries 
are  mado  possiblo  a9  a result  of  intonsive  technical  training  now  being 
completed. 

Tho  additional  missiles  progran  \ for  fiscal  year  1960  will  enable 
us  to  maintain  and  to  ineroaso  tho  momentum  of  this  buildup  of 
NATO’s  missile  and  battlefield  nuclear  delivery  capabilities. 

Most  European  countries  havo  now  assumed  responsibility  for 
providing  most,  and  in  some  cases  all,  of  their  own  force  maintenance 
requirements,  including  followon  sparo  parts. 

FAR  EAST 

The  Far  East  will  receive  32  percent  of  tho  aid  provided  from  fiscal 
year  1960  funds. 

The  most  dramatic  accomplishment  of  the  military  assistance 
program  in  this  area  during  the  past  year  wus  the  resistance  by  the 
Nationalist  Chinese  to  Communist  aggression  on  the  Taiwan  Strait. 

Tho  Nationalist  Chinese,  well  prepared  with  MAP  equipment, 
logistic  support,  and  training,  in  depth,  successfully  ami  professionally 
withstood  the  Communist  assault.  The  effectiveness  of  tho  MAP 
training  and  equipment  was  manifest  in  all  operations  but  especially 
in  tho  air  battles  over  the  Taiwan  Strait. 
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PRESENCE  OP  SEVENTH  FLEET 

Senator  Ellexdeh.  Would  you  mind  telling  us  what  effect  the 
presence  of  the  7th  Fleet  hail  there? 

Mr.  Siiuff.  I think  it  had  a material  effect. 

Senator  Ellexdeh.  How  do  you  think  the  Chinese  would  have 
fared  except  for  the  7th  Fleet  being  there? 

Mr.  Shupf.  I think  the  Chinese  Air  Force  would  have  fared  just  as 
well  ns  they  did. 

Senator 'Ellendeu.  So  the  7th  Fleet  was  of  little  aid.  Isn’t  that 
correct?  That  is  bound  to  be  your  conclusion. 

Mr.  Shupp.  I will  answer  your  question  again,  Senator.  I think 
the  Chinese  Air  Force  would  have  done  just  as  well. 

Senator  Ellendeu.  Except  for  the  7th  Fleet  there,  the  Chinese 
might  have  landed,  too.  But  we  won’t  argue  that. 

Senator  Stexnis,  Proceed. 

The  success  of  the  Nationalist  Chinese  pilots  is  attributable  to  their 
professional  skill,  superior  tactics,  and  truly  outstanding  battle  dis- 
cipline. 

The  fiscal  year  1960  military  assistance  program  in  the  Far  East 
will  assist  the  nations  of  that  area  in  the  maintenance  of  armed  forces 
totaling  approximately  1,800,000  men.  This  will  provide  for  the  re- 
pair and  overhaul  of  aircraft  engines,  artillery,  tanks,  and  naval 
vessels  on  a very  austere  basis. 

Where  the  economic  situation  dictates  items  such  ns  petroleum,  oil, 
lubricants,  and  uniforms  will  bo  provided  in  addition  to  spare  part3 
and  ammunition. 

In  order  to  meet  the  Communist  military  threat,  very  selcctivo 
modernization  items,  such  as  artillery,  tanks,  naval  craft,  and  air- 
craft, have  been  programed.  This  will  permit  these  countries  to  im- 
prove their  air  and  submarine  defense,  as  well  as  keep  pace  with  im- 
provement in  Communist  military  hardware  which  opposes  them. 

NEAR  EAST,  SOI  TII  ASIA 

During  the  past  year  the  Near  East  was  the  scene  of  widespread 
political  turbulence,  open  civil  war,  and  violent  revolution,  The  So- 
viets sought  to  capitalize  on  the  situation  by  provocatively  maneuver- 
ing on  the  borders  of  Iran  and  Turkey  and  by  stepping  up  its  propa- 
ganda offensive  against  nations  alined  with  the  West. 

The  MAP  played  a significant  part  in  assisting  hard-pressed  friendly 
governments  to  resist  the  general  wave  of  anarchy  and  subversion 
which  seemed  to  threaten  the  whole  area.  Military  strength  devel- 
oped through  the  MAP  gave  Iran  and  Turkey  the  confidence  mid  forti- 
tude to  stand  fast  in  the  face  of  serious  external  threat  of  the  Soviet 
Union. 

The  Near  East  will  receive  23  percent  of  the  fiscal  year  I960  mili- 
tary assistance  funds.  It  will  continue  to  assist  in  maintaining  the 
respectable  military  capability  already  created  in  the  area,  and  will 
continue  tho  modernization  of  conventional  armaments,  tanks,  air- 
craft, communications,  on  a selective  basis.  It  will  continue  essential 
military  construction. 
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LATIN  AMERICA 

For  Latin  America  wo  plan  to  uso  5 percent  of  the  fiscal  year  1 900 
appropriations,  With  this  modest  amount  we  will  contiimo  aid  to 
the  countries  which  have  accepted  missions  in  defense  of  the  Western 
Hemisphere. 

Fart  of  the  program  for  Latin  America  is  on  a sales  basis,  financed 
by  MAP  funds. 

The  remaining  2 percent  of  the  program  will  be  used  for  adminis- 
trative expenses  ami  other  charges  not  allocated  on  a regional  basis. 

PROGRAM  BY  CATEOORY t'OHL'E  MAINTENANCE 

Maintenance  of  forces  already  built  up  with  the  help  of  past 
military  assistance  hus  the  first  claim  and  will  be  assigned  21  percent 
of  the  fiscal  year  1960  funds.  This  program  category  includes  over- 
haul or  replacement  of  unserviceable  equipment,  spare  parts,  and 
training  ammunition. 

More  and  more  of  the  countries  that  have  the  capability  to  do  so 
are  providing  the  cost  for  the  maintenance  of  their  own  forces  through 
their  own  resources. 

In  those  countries  of  the  Far  and  Near  East  which  have  the  least 
capability  to  maintain  their  own  forces,  maintenance  also  includes 
some  soft  goods,  such  as  petroleum,  oil  and  lubricants,  uniforms,  and 
other  consumables.  It  is  for  these  countries  that  the  bulk  of  our 
maintenance  funds  will  be  used. 

Force  improvement:  The  major  part  of  the  materiel  program  is  for 
improvement  of  military  readiness  and  effectiveness  through  the 
modernization  of  equipment,  the  provision  of  newer  weapons  systems 
such  as  missiles,  and  by  providing  additional  initial  equipment  for 
certain  war  reserves,  particularly  ammunition. 

Thirty-four  percent  of  the  funds  will  he  applied  to  the  improvement 
of  forces  by  the  addition  of  conventional  items  which  include  somo 
modern  high  performance  weapons  such  ns  the  new  Century  series 
aircraft,  a modern  tvpe  of  antisubmarine  aircraft,  some  lightweight 
strike  fighters,  ns  well  ns  lOti-mil  lime  ter  recoilless  antitank  rifles,  ami 
coastal  and  inshore  minesweepers. 

The  Joint  Chiefs  of  Stuff  and  General  Norstad  have  assigned  a 
high  priority  to  the  provision  of  advanced  missile  systems  to  offset 
growing  Soviet  capabilities  ami  17  percent  of  fiscal  year  19(50  funds 
will  he  used  for  this  purpose, 

While  final  determination  must  still  he  made  as  to  exact  numbers 
and  types  of  missiles  which  will  he  in  the  program  when  approved, 
items  under  consideration  include  Sidewinder,  Nike-Hercules,  and 
Bo  marc,  Honest  John,  Sergeant,  the  IRBM,  and  Hawk.  Sidewinder 
and  Hawk  will  he  manufactured  in  Europe  with  the  hulk  of  the  cost 
to  ho  borne  by  the  Europeans, 


TRAIN I NO 

The  training  of  foreign  military  personnel  either  by  attendance  at 
military  schools  in  the  United  States  or  overseas,  or  by  technical 
representatives  and  mobile  training  teams  assigned  to  countries  or 
regions,  will  require  5 percent  of  the  fiscal  year  1900  funds. 
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Of  the  various  formB  of  military  assistance,  training  represents  the 
greatest  value  por  dollar  spent.  In  addition  to  improving  skills  in 
military  specialties,  trained  personnel  have  a substantial  impact  on 
the  cultural  and  economic  development  of  their  own  countries,  and  on 
the  general  attitudes  of  the  people  of  their  countries  toward  the 
United  States.  They  are  trained  in  many  technical  skills  such  as 
electronics  and  mechanics  and  upon  leaving  military  service  con- 
tribute to  tho  pool  of  available  skilled  manpower  for  industry. 

The  effect  of  this  training  can  well  last  long  after  the  items  of 
military  hardware,  upon  which  they  have  been  trained,  have  dis- 
appeared. 


PACKINO,  CRATING,  HANDLINO,  AND  TRANSPORTATION 

Eight  percent  of  tho  fiscal  year  I960  funds  will  be  applied  to  tho  C09t 
of  packing,  crating,  handling,  and  transporting  the  materials  to  bo 
shippod  to  recipient  countries  in  this  fiscal  year,  This  is  a relatively 
fixed  charge  and  varies  only  in  direct  relation  to  the  delivery  of 
equipment. 

COST  SMARINO 

While  tho  military  assistance  program  is  one  of  mutual  effort  with 
our  allies,  there  are  /our  programs  which  provide  for  U.S.  participation 
in  special  cost  sharing  agreements.  These  nro: 

Infrastructure,  mutual  weapons  dovolopmcnb,  weapons  production, 
and  support  cf  NATO  international  military  headquarters. 

Eight  percent  of  tho  fiseul  year  1900  availability  will  bo  required 
to  provide  U.S.  contributions  to  these  activitios. 

The  infrastructure  program  provides  for  airfields,  naval  bases,  war 
headquarters,  and  other  supporting  military  facilities  essential  to 
joint  operations  by  the  integrated  NATO  forces. 

The  U.S.  contribution  to  the  mutual  weapons  development  program 
is  for  continuing  support  of  the  effort  to  accelerate  tho  research  and 
development  of  selected  advance  weapons  and  equipment  through 
the  pooling  of  allied  scientific  and  technical  skills, 

Tne  weapons  production  program  is  designed  to  assist  all  it'd  nations 
in  the  eslaldishment  and  expansion  of  facilities  for  the  manufacture 
and  indigenous  support  of  modern  weapons,  thus  eventually  decreas- 
ing their  financial  dependence  upon  tho  United  States. 

During  the  coming  year  this  program  w’ill  bo  directed  primarily 
toward  increasing  missile  production  capability  in  Europe. 

The  international  military  headquarters  aro  supported  by  contribu- 
tions on  a pro  rated  formula  basis  by  participating  nations.  These 
funds  aro  tor  tho  provision  of  space,  the  cost  of  civilian  salaries, 
utilities,  and  other  similar  overhead  charges. 

CRNDIT  S A I,  NS 

Approximately  4 percent  of  tho  total  fiscal  year  1960  fund  availabil- 
ity will  be  used  to  extend  credit  to  finnneo  sales  of  military  equipment 
os  authorized  by  the  1967  statute. 

Unexpended  balances,  chart  II. 

(Tho  chart  referred  to  follows:) 
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MILITARY  ASSISTANCE  PROGRAM 

EXPENDITURES  AND  CARRYOVER 


SIUIONS  OF  DOllAKS 


$1.4 


$1.5 


CARRYOVER 


’54  55  56 

FISCAL  YEARS 


'59  60 

(Ettlmat«d) 


TOTAL  EXPENDITURES 

Mr.  Shuff.  This  chart  shows  tho  amount  of.funds  expended  each 
yoar  and  tho  carryover  at  tho  end  of  the  year.  A reduction  in  carry- 
over i9  brought  about  by  delivering,  in  any  one  year,  more  assistance 
than  tho  amount  of  tho  now  appropriation.  j 

You  may  remember  that  last  year  we  pointed  out  tho  sharp  reduc- 
tion of  unexpended  balances  from  n high  point  of  $SK  billion  nt  tho 
end  of  fiscal  year  1053  to  $3J4  billion  nt  the  end  of  fiscal  year  1058.  «t 
Expenditures  in  1958  totaled  $300  million  more  thnn  the  $1,856 
million  appropriated.  4 

Similarly,  in  1959,  wo  expect  to  spend  nearly  $800  million  more  than 
the  $1,515  million  of  now  obligatioiinl  authority.  t 

In  1900  wo  plan  to  spend  $300  million  more  than  tho  $1,600  million 
originally  requested.  1 

Tho  carryover  at  the  end  of  fiscal  year  1960,  based  on  tho  requestod 
appropriation  of  $1.6  billion,  will  have  been  reduced  to  $2,300  million, 
over  half  of  which  will  havo  been  obligated  for  long  loadtimo  items, 
such  as  missiles,  aircraft,  and  ships.  4 

Any  reduction  in  appropriation  will,  of  course,  result  in  a similar 
reduction  in  tho  pipeline. 


EFFECTS  OP  CUTS 


We  are  regularly  asked  to  explain  tho  effoefc  on  tho  program  of  re- 
ductions in  the  amount  requested  by  tho  executive  branch,  made  by 
the  authorizing  and  appropriating  committees  of  Congress,  It  is  not 
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possible  at  this  time  to  show,  with  the  sharp  detail  of  a chart  and 
graph,  what  will  be  the  effect  of  reductions. 

This  is  true  so  long  as  there  is  no  clear-cut  emergency  calling  for  a 
defense  that  is  not  ready. 

Nevertheless,  every  reduction  that  takes  away  from  needed  military 
strength  inevitably  increases  the  risk  under  wmch  we  live  and  invites 
the  emergencies  that  are  fraught  with  so  much  danger. 

It  has  sometimes  been  argued  that  there  is  no  real  need  for  funds 
in  the  amounts  requested,  since  necessary  funds  could  always  bo  pro- 
vided in  the  event  of  emergency.  In  other  words,  “Show  us  the 
emergency  and  you  will  get  your  money/' 

This  is  a fallacy  which  could  be  disastrous. 

Senator  Ellender,  I never  heard  that  argument  before.  I have 
advanced  many  arguments  but  certainly  not  that  one.  The  argu- 
ments I have  made  center  around  the  ability  of  our  allies  to  furnish 
more — not  to  wait  for  an  emergency.  If  there  is  to  be  truly  a mutual 
program  they  ought  to  supply  themselves,  almost  to  the  same  extent 
that  we  try  to  supply  ourselves,  bearing  in  mind  population  and  other 
factors. 

Personally,  I have  never  contended  what  you  are  referring  to  now.  • 
Mr.  Shuff.  I am  not  suggesting  that  you  made  that. 

Senator  Ellender.  I have  never  heard  anyone  make  that  sug- 
gestion. 

Mr.  Shuff.  I have,  sir. 

Senator  Stbnnis.  Proceed. 

Mr.  Shuff.  When  the  emergency  arises,  the  immediate  need  for 
money  may  no  longer  be  the  problem  at  all.  The  need  in  an  emer- 
gency is  for  military  equipment  that  has  already  been  produced;  for 
forces  already  in  being — trained,  equipped,  and  on  the  spot. 

Emergencies  must  be  mot  by  all  reasonable  precautions  before 
they  occur. 

At  Quemoy  free  world  forces  wero  able  to  respond  promptly  and 
effectively  because  they  were  in  being.  They  had  already  been  well 
trained  and  equipped.  Therefore,  they  had  experience  and  con- 
fidence, essentials  for  the  morale  of  fighting  men. 

The  military  assistance  program  should,  however,  not  be  judged 
solely  in  terms  of  meeting  emergencies.  When  the  collectiv  e security 
system  is  working  most  effectively,  it  deters  aggressors  from  creating 
emergencies  in  the  first  instance. 

PHOORAM  READJUSTMENTS 

A preliminary  study  has  been  made  to  determine  what  readjust- 
ments would  be  necessary  in  the  planned  program  of  $1.0  billion  if 
Congress  appropriated  tfie  full  amount  authorized,  $1.4  billion. 

It  is  clear  that  modernization  programs,  principally  for  missiles 
and  aircraft,  will  have  to  be  curtailed,  despite  the  high  priority 
assigned  to  those  projects  by  our  most  competent  military  advisers. 

DRAPER  COMMITTEE  REPOST 

Particularly  pertinent  to  note  here  is  the  fact  that  (he  Draper  Com- 
mittee in  its  first  interim  report  concluded  that  an  additional  $400 
million  was  required  if  acceptable  progress  in  modernization,  princi- 
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pally  of  NATO  forces,  was  to  bo  achieved  in  anything  like  the  time 
schedule  required. 

The  President,  in  transmitting  this  report  to  Congress,  stated: 

The  unanimous  findings  of  the  Committee  in  its  interim  report  confirm  the 
imperative  need  for  Congress  to  authorize  and  appropriate  the  full  Amount 
requested  for  both  economic  and  military  assistance  in  the  mutual  security  pro- 
gram for  fiscal  year  1000. 

In  light  of  the  effect  of  the  cuts  already  sustained,  and  considering 
tho  views  of  the  Draper  Committee,  it  would  seem  that  even  the 
original  amount  requested  by  the  President  might  prove  to  liavo  been 
too  austere,  let  alone  the  authorized  amount  of  $1K  billion. 

In  my  opinion,  if  this  committee  goes  along  with  the  thinking  of  tho 
House,  which  cut  another  $100  million,  wo  are  cutting  not  into  tho 
meat,  but  into  the  hone  of  this  program. 

But  let  me  proceed,  for  I have  yet  to  discuss  the  management  of 
the  program;  tho  area  where  it  is  said  that  savings  could  be  effected 
which  would  more  than  offset  the  effect  of  the  cuts. 

TRENP'<  IS  MANAGEMENT  or  THE  PROGRAM 

The  management  of  this  program  presents  many  unusual  problems. 
Many  of  our  allies  will  never  achieve  perfection  in  involved  supply, 
logistic,  and  maintenance  management  practices,  although  they  nave 
made,  and  will  continue  to  make,  substantial  improvements. 

Auditors  ore  suro  to  find  deficiencies  when  they  apply  U.S.  audit 
criteria  to  the  logistical  practices  of  some  of  our  less  experienced  allies. 

Nevertheless,  these  countries  are  still  desirable  friends  and  can  be 
assisted  to  make,  and  hnvc  made,  a substantial  contribution  to  tho 
defense  of  the  free  world. 

The  Philippines  were  able  to  eliminate  tho  Huks  despite  tho  handi- 
cap of  an  inadequate  inventory  and  logistic  system,  which,  inciden- 
tally, has  since  improved. 

The  South  Koreans,  who  are  having  similar  difficulties,  have  built  up 
a powerful  and  effective  fighting  force.  They  have  fought  with  great 
distinction  and  now  have  taken  over  a major  part  of  the  responsibility 
for  standing  guard  in  a situation  of  suspended  hostility. 

Perhaps,  if  I may  ho  allowed  a personal  reference,  my  own  previous 
business  experience  predisposed  me  to  emphasize  efficiency  of  manage- 
ment, but,  in  any  cose,  my  initial  hopes  for  quick  and  significant  im- 
provement soon  gave  way  to  a more  sober  realization  that  many  of  tho 
problems  we  face  nre  inherent  in  the  very  nature  of  the  operation  and 
that  their  solution  would  require  far  more  patience  and  time-consum- 
ing, painstaking  effort  than  was  immediately  apparent. 

For  example,  quite  apart  from  the  language  harrier,  which  affects 
almost  all  of  our  dealings  with  foreign  governments  and  their  military 
establishments,  there  are  even  more  basic  differences  of  tradition, 
otJiienl  standards,  levels  of  technical  skills  ami  education,  executive  and 
administrative  know-how  methods  of  operation  and  national  customs. 

PROBLEMS  OF  SUPPLY  AND  MAINTENANCE  MANAGEMENT 

Mv  surveys  in  the  Far  and  Middle  East,  particularly  have  pointed 
up  tliat  in  almost  every  country  problems  of  inadequate  supply, 
logistics,  and  maintenance  management  are  evident.  Many  coun- 


218 


MUTUAL  SECURITY  APPROPRIATIONS,  1960 


tries  lack  an  appreciation  for,  and  understanding  of,  and  a solution  to 
these  kinds  of  problems. 

It  should  be  clear,  however,  that  we  are  dealing  with  independent 
nations  and  their  resources,  and  that  a plentiful  supply  of  literate 
and  skilled  personnel  and  of  adoauate  facilities  cannot  bo  developed 
overnight.  It  will  roquiro  considerable  time,  tact,  persuasion,  and 
painstaking  training  to  achiovo  standards  of  acceptable  accomplish- 
ment. 

All  of  these  factors  must  be  taken  into  consideration  and  dealt  with, 
generally  on  a caso-by-caso,  country-by-country  basis,  never  in  broad 
generalization.  That  is  one  reason  why  my  staff  and  I have  tlo voted 
so  much  of  our  time  to  field  observation  trips  throughout  tho  countries 
and  regions  where  the  military  assistance  program  is  most  active  and 
of  greatest  magnitude. 

In  addition,  the  unifiod  commanders,  tho  Army,  Navy,  and  Air 
Force,  and  Department  of  Dofenso  auditors  aro  also  engaged  in  in- 
specting our  military  assistance  programs.  The  purpose  of  the30 
visits  has  been  to  uncover  deficiencies  and  to  initiate  corrective  action. 

REPORTS  OF  ERROR  AND  IN RmCIBXC T 

Careful  attention  is  given  to  reports  of  error  and  inoflicioncy  which 
have  omnnatod  from  other  sources,  such  as  the  General  Accounting 
Office  and  congressional  investigating  committees. 

Each  such  report  has  been  given  my  personal  attention,  and  in 
every  caso  of  valid  criticism  wo  havo  used  all  means  at  our  command 
to  eliminate  tho  cause  of  the  trouble  and  to  start  corrective  action  to 
improvo  tho  efficiency  of  our  operations. 

UII.ITAHY  A8HIBTANCR  INSTITUTE 

In  order  to  correct  some  of  tho  deficiencies  at  the  source,  we  recently 
established  a military  assistance  institute  which  has  already  trained 
092  officers  for  MAAG  duty.  This  course  of  training,  of  one  month's 
duration,  helps  prepare  key  officers  for  this  specialized  type  of  duty. 

In  conclusion,  Mr.  Chairman,  I should  like  to  point  out  that  one 
cannot  properly  evaluate  tho  military  assistance  program  in  terms 
of  a few  specific  countries  at  any  particular  point  in  time. 

Bather,  Mr.  Chairman,  one  must  look  at  the  entire  free  world  over 
the  past  decade  of  the  cold  war. 

Tiro  contrast  between  weakness  and  divisiveness  at  the  beginning 
and  the  strength  of  the  free  world  forces  of  today  are,  in  my  judgment, 
good  and  sufficient  justification  for  the  money  we  have  invested  in 
the  program  to  date.  How  else  could  we  have  achieved  the  same 
results? 

This  conclusion  does  not  emanate  solely  from  the  Department  of 
Defense;  it  reflects  tho  unbiased  and  well-informed  convictions  of  tho 
highest  military  authorities  who  have  spoken  their  minds  on  tho 
subject,  of  the  Department  of  State,  of  all  the  members  of  the  Draper 
Committee,  and  of  the  President. 

Therefore,  I must,  respectfully  urge  that  neither  prudence  nor 
ordinary  caution  would  counsel  that  thoughtful  men  can  safely  cast 
asido  the  combined  judgment  of  all  of  these,  who  with  a single  voico 
havo  clearly  and  unmistakably  defined  our  barely  minimum  need  for 
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security.  I therefore)  repeat  what  I said  in  my  opening  remarks,  the 
need  for  the  full  amount  of  the  MAP  authorization  is  imperative. 

Senator  Stennis.  Thank  you,  Mr.  Secret-ary.  Do  you  have  any 
further  comments?  If  not,  we  will  have  somo  more  questions. 
Senator  Ellender. 

Senator  Ellendeh.  Mr.  Chairman,  it  is  now  lato.  As  you  said, 
Mrs.  Lunger’s  funeral  is  going  to  be  at  1 o’clock.  Will  Mr.  Shuff  be 
here  later? 

Mr.  Shuff.  At  your  pleasure. 

Senator  Eulkndkr.  For  the  regional  hearings? 

Mr.  Shuff.  I will  be  here  for  somo  of  them. 

[Discussion  off  the  record.J 

ESTIMATED  EXPENDITURES  IN  1960 

Senator  Ellender,  Mr.  Shuff,  I would  liko  to  ask  a couple  of 
questions.  According  to  chart  2 before  us,  I notico  that  you  are 
going  to  spend  $1.9  billion  in  1000  and  you  have  in  the  pipeline  $2.3 
billion.  Is  that  based  on  the  original  estimate  of  the  President? 

Mr.  Shuff,  Yes,  sir. 

Senator  Ellkndeh.  $1.6  billion? 

Mr.  Shuff.  Yes  sir. 

Senator  Ellkndeh.  So  if  it  is  cut  you  would  havo  to  deduct  that 
amount  from  the  $1.9  billion? 

Mr.  Shuff.  That  is  correct. 

OYER  HA  UMNO  AIRPLANE  ENdlNES 

Senator  Stennis.  Mr,  Secretary,  I havo  just  a few  questions  here; 
On  page  5,  at  the  bottom  of  page  5,  you  are  talking  about  the  Far  East 
and  you  sav  you  need  funds  to  overhaul  aireraft  engines,  and  so  forth. 

Now  in  Western  Europe  you  do  not  spend  any  money  there  for 
overhauling  engines,  aircraft  engines  or  anything  like  that  where  tiny 
havo  the  skill  and  the  manpower  and  the  machinery  all  sol  up?  Wo 
do  not  pay  a part  of  that  cost,  do  wo? 

Mr,  Shuff.  Except  for  spare  parts  for  those  countries  not  under  tho 
cutoff  policy  wo  do  not  now,  sir.  In  the  beginning,  we  did. 

Senator  ^tennis,  I know  we  did.  But  you  have  gotten  away  from 
all  that  now? 

Mr.  Shuff.  Yes,  sir. 

Senator  Stennis.  It  is  just  in  these  areas  where  thoy  havo  fewer 
facilities  and  less  skill;  is  that  right? 

Mr.  Shuff.  That  is  right.  They  don’t  havo  tho  industrial  capa- 
bility. 

HOUSE  REDUCTIONS 

Senator  Stennis,  Well,  I am  encouraged  to  know  and  I am  suro 
you  got  away  from  it  os  soon  as  vou  could  in  those  other  countries. 
Lot  mo  ask  you  gentlemen  this.  Vou  talk  about  restoring  tho  reduc- 
tions nmdo  by  the  House.  Tho  House  has  a number  of  men  over 
there  that  gave  a world  of  time  to  these  questions,  ns  you  know,  and 
the-y  have  been  very  thorough,  they  spend  months  on  these  hills. 

After  they  lind  nmdo  their  reductions,  General  Lemnitzer,  did  tho 
Joint  Chiefs  of  Staff  have  a session  and  consider  those  reductions  and 
decide  whether  or  not  any  part  of  those  reductions  should  be  absorbed? 
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General  Lemnitzer.  We  analyzed  those  reductions  in  terms  of 
items  of  equipment  that  would  fiave  to  be  taken  out  of  tho  program 
by  country. 

Senator  Stennis.  When  you  say  “we,"  whom  do  vou  mean?  Tho 
staffs  of  the  Joint  Chiefs  or  the  Joint  Chiefs  of  Staff? 

General  Lemnitzer.  We  discussed  it  at  the  meeting  of  the  Joint 
Chiefs  of  Staff  the  day  before  yesterday,  on  Wednesday.  An  analysis 
was  made  by  Mr.  Shuff’s  staff  and  by  the  Joint  Staff  of  the  general 
nature  of  the  impact,  I would  not  want  to  give  you  the  impression 
that  we  have  staked  it  all  out  in  precise  detail  hut  we  have  assessed 
impact  of  the  cuts  around  the  world,  and  we  found  that  $100  million 
makes  a tremendous  difference  in  the  modernization  program  which 
we  are  talking  about,  ns  I indicated  in  my  statement. 

Senator  Stennis.  You  said  you  discussed  this  around  the  tnblc  the 
day  before  yesterday,  tho  Joint  Chiefs  did.  What  did  you  conclude? 
Did  you  consider  wnether  or  not  you  could  make  these  reductions  in 
part  or  all  that  the  House  had  suggested? 

General  Lemnitzer.  We  concluded  that  they  ought  not  to  bo  made. 
As  I pointed  out  in  my  statement,  they  would  seriously  set  back  tho 
modernization  program. 

Senator  Stennis.  What  I want  to  know  is,  Did  you  actually  havo 
a meeting  on  this  subject  ami  actually  discuss  it  and  reach  a conclusion? 

General  Lemnitzer.  It  was  discussed  as  part  of  a regular  Joint 
Chiefs  of  Staff  meeting. 

Senator  Stennis.  All  right.  You  know  sometimes  they  say  in 
statements  to  us  that  tho  Joint  Chiefs  have  considered  this  and  they 
have  concluded  so-and-so.  We  find  out  later  it  was  the  staff  that 
concluded  it.  It  is  easy  to  fit  those  statements  in. 

General  Lemnitzer.  Senator,  1 was  there. 

Senator  Stennis.  That  is  all  1 want  to  know,  “1  was  there  and  this 
happened.”  I know  you  are  telling  us  tho  correct  story  about  it. 

Now,  Mr.  Secretary,  did  you  really  make  an  effort  now  to  see  if  you 
could  absorb  some  of  this  in  your  judgment,  these  House  reductions? 
What  did  you  Ho  on  that?  Did  you  confer  with  your  stuff  and  sec  if 
they  could  absorb  them,  or  did  you  just  reclame  all  of  it  automatically? 

Mr.  Shuff.  No  sir.  Wo  have  been  working  not  on  the  House 
reductions,  but  have  been  working  on  the  reductions  to  $1.4  from  $1.0 
billion  and  we  think,  as  I said  in  my  statement,  we  are  beginning  to 
cut  into  the  bone. 

Senator  Stennis.  When  you  say  "we,”  you  mean  your  judgment 
and  those  that  advise  with  you  on  it? 

Mr.  Siiuff.  That  is  right,  sir. 

Senator  Stennis.  At  tho  Department  of  Defense  level? 

Mr.  Siiuff.  That  is  right,  sir. 

Senator  Stennis.  You  reully  went  into  that  mutter  to  sec  what 
would  happen  and  whether  you  could  absorb  the  reduction  down  to 
$1.4  billion? 

Mr.  Siiuff.  Mr.  Chairman,  obviously  we  are  going  to  absorb  what- 
ever cut  will  be  made  upon  us.  Whatever  cut  is  made  upon  us  wo 
will  make  a program.  Whnt  we  are  saying  is,  that  we  feel  that  the 
hardware  that  is  represented  by  $1.6  billion  is  what  we  need  to  run 
this  program  t ho  way  the  Joint  Chiefs  of  Staff  advise  us  militarily 
it  needs  to  be  run. 
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Senator  Stennis.  What  I want  to  get  at  is  this.  Did  you  actually 
consider  the  matter  of  the  reductions  by  the  House  and  actually 
conclude  they  could  not  be  absorbed  without  real  injury? 

Mr.  Shuff.  Yes,  sir. 

Senator  Stennis.  All  right.  I accept  your  word  on  it.  You  have 
already  prepared  next  year’s  budget,  I know  that,  too;  and  this  is 
the  tail  end  of  this  one,  you  still  have  to  present  it. 

Mr.  Shuff.  Not  quite. 

COST-SHA1UNO  AdHEEW  E\'T8 

Senator  Stennis,  Now  turn  to  page  9,  if  you  will.  I want  a little 
further  information  here  on  the  subject  of  cost  sharing: 

White  all  the  military  assistance  program  is  one  of  mutual  effort  with  our 
allies,  there  are  four  programs  which  provide  for  U.8.  participation  in  special 
cost-sharing  agreements.  These  are:  Infrastructure,  mutual  weapons  develop- 
ment, weapons  production— 

and  so  forth. 

That  is  a matter  that  is  kind  of  superimposed  over  tho  general 
NATO  formula,  is  it  not,  in  whieh  wo  make  a larger  contribution  tiian 
wo  otherwise  would?  Is  that  correct? 

Mr.  Shuff.  Well,  sir,  it  is  a special  arrangement. 

Senator  Stennis.  Why  was  it  created? 

Mr.  Shuff.  It  was  created  so  that  the  rest  of  the  NATO  allies 
could  share  the  cost  with  us. 

Senator  Stennis.  I thought  they  were  sharing  under  the  general 
formula  to  start  with. 


INFRASTRUCTURE  FORMULA 

Mr.  Shuff.  The  infrastructure  formula  was  the  general  formula  I 
believe  you  referred  to,  Senator  Stennis,  and  at  this  point  we  pay  on 
the  last  three  slices  an  average  of  34.92  percent.  The  other  nations 
together  pay  the  balance. 

Senator  Stennis.  What  about  the  other  programs,  the  mutual  de- 
velopment weapons  program?  What  percent  do  we  pay  on  that? 

Mr.  Shuff.  Under  the  mutual  weapons  development  program,  we 
pay  different  percentages  depending  on  the  projects  in  which  we  en- 
gine- 

Senator  Stennis.  The  next  one  is  special.  Why  were  these  sot  up? 
Why  could  they  not  come  under  the  regular  formula?  There  must 
be  some  reason  for  the  different  measure  of  contribution. 

Mr.  Shuff.  Well,  the  regular  formula  that  you  referred  to,  sir,  is 
only  a regular  formula  for  one  kind  of  problem.  The  infrastructure 
program  was  instituted  to  build  up  air  liases,  naval  bases,  war  head- 
quarters, and  various  other  things.  The  Europeans  could  not  pay 
for  them  themselves.  Instead  of  the  United  States  paying  for  all,  to- 
gether wo  established  the  formula. 

Senator  Stennis.  Are  you  talking  about  tho  first  formula,  at  the 
beginning  of  the  program? 

Nlr.  Shuff.  I’m  talking  about  the  infrastructure  formula  where 
the  United  States  paid  x percentage  and  the  other  countries  paid  to 
the  limit  of  their  ability.  Now  the  history  of  that  formula  is,  that 
the  United  States  has  paid  a reduced  percentage  from  41.82  percent 
for  slice  II  to  34.92  percent  for  slices  VIII  Ia. 
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Senator  Stennib.  It  is  down  now  to  34.9  percent? 

Mr.  Shuff.  Yea  air. 

Sonator  Stennib.  What  is  the  history  of  the  other  formulas  that 
apply? 

Mr.  Shuff.  The  others  are  not  formulas,  sir. 

Senator  Stennib.  What  I am  concerned  about  is,  why  did  you 
have  to  create  these  other  programs  outside  of  your  regular  formula 
pavment?  There  must  have  been  a reason. 

Mr.  Shuff.  The  second  one,  sir,  was  in  fulfillment  of  U.S.  policy. 
When  the  President  said  that  he  wanted  to  share  the  research  and 
development  know-how  in  tho  United  States  with  our  European 
allioB,  thia  was  a way  to  do  it.  And  largely  through  the  various 
projects,  our  contribution  is  about  50  percent,  as  I recall  it. 


WEAPONS  PRODUCTION  PROGRAM 

Senator  Stennib.  Wlmt  about  the  weapons  production  program? 

Mr.  Shuff.  The  weapons  production  program  wr08  something 
which  started  completely  from  scratch.  Thore  was  no  basis  on 
which  to  establish  a formula.  As  it  is  now,  tho  Europeans  will 
pay— I don’t  know  what  percentage — but  it’s  a vory  substantial 
percentage  of  tho  overall  undertaking.  All  we  will  supply  is  technical 
know-how  for  the  project,  drawings,  and  various  other  things  as  they 
relate  to  the  misailo  system,  and  they  will  produce  and  buy  it. 

Senator  Stennis.  Oould  you  givo  some  estimate  about  the  percent 
wo  pay  of  that?  I do  not  nave  any  idea,  myself. 

Mr.  Shuff.  We  are  not  that  for  along,  Sonator.  I cannot  toll  you 
wlmt  it  will  bo  at  this  point. 

Senator  Stennis.  So  it  is  just  in  its  initial  stages. 

Mr.  Shuff.  Yob,  sir. 


inclusion  or  program  in  regular  defense  budget 

Senator  Stennib.  May  I ask  General  Lcnmitzor  this  question? 
I have  folt,  and  the  Senato  passed  an  amendment  to  that  effect,  that 
this  program  would  bo  better  understood  and  fare  better  perhaps  if 
it  were  budgoted  in  with  our  regular  dofonso  program  and  handled 
in  this  way.  Now  givo  us  your  frank  opinion  on  that.  Did  I make 
clear  thero  what  I meant? 

Gonoral  Lemnitzkr,  Yes  sir,  you  have. 

Senator  Stennis.  In  the  mutual  security  bill  thore  was  a now 
provision  adopted,  I think  on  a 2-year  trial  basis,  but  I boliovo  this 
program  would  bo  bolter  understood  if  it  woro  presented  ns  a part  of 
your  regular  military  budget  every  year.  What  do  you  think  about 
that,  General? 

General  Lkmnitzek.  I was  involved  in  t ho  initiation  of  tho  program, 
and  it  was  decided  nt  that  time,  and  for  good  reasons  I felt,  to  keep 
them  separate.  There  is  a great  problem  area  involved  in  relating 
dofonso  support  type  of  activities  with  economic  programs.  I thinlc 
it  produces  a better  pnekngo  if  you  know  what  you  aro  doing  in  this 
particular  area  as  a soparato  packapjo. 

As  far  as  its  effect  is  concerned,  it  is  part  of  our  security  program. 

Sonator  Stennis.  Now,  Mr.  Secretary,  would  you  care  to  comment 
on  that  question  that  I asked? 

Mr.  Shuff.  Yes,  sir. 
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Senator  Stennis.  It  is  getting  somewhat  in  ^rour  domain. 

Mr.  Shuff.  It  has  been  continually  the  feeling  of  the  Department 
of,  Defense  that  it  would  bo  hotter  in  the  defense  budgot. 

Senator  Stennis.  Bettor  in  the  defense  budgot? 

Mr.  Shuff.  Yes  sir.  Two  years  ago  we  asked  that  this  be  dono 
and  Congress  saw  fit  not  to  do  it. 

Senator  Stennis.  I know.  Tkero  is  a difference  of  opinion  on  it 
hero. 

Mr.  Shuff.  We  realize  how  wo  fit  in  with  the  ICA  and  the  State 
Department  considerations  of  this  program;  but  with  the  authorizing 
legislation  that  wo  have  now  I think  it  will  givo  us  a good  test. 

Senator  Stennis,  A good  tryout? 

Mr.  Shuff.  Yes  sir. 

Senator  Stennis.  Did  you  went  to  say  something  further,  General? 
General  Lemnitzer.  When  you  asked  mo  the  question,  I thought 
you  were  talking  about  the  mutual  security  program  as  an  entity. 

Senator  Stennis.  No,  I was  talking  about  the  military  part  of  the 
mutual  security  program.  I thought  it  would  fore  better  and  would 
be  better  understood  to  bo  budgeted  in  with  your  regular  military 
budget. 

General  Lemnitzer.  It  has  been  argued  pro  and  con  for  10  years 
and,  as  I understand,  it  now  is  in  the  legislation,  I think  it  is  a good 
time  to  givo  it  a try  and  take  a good  look  at  it. 

Senator  Stennis.  It  is  still  a question  as  to  how  the  Appropriations 
Committee  may  handle  it.  But  I think  we  will  have  a better  under- 
standing. 

Mr.  Shuff.  Senator,  it  will  be  a separate  titlo. 

Senator  Stennis.  Yes;  that  is  all  right. 

(Discussion  off  the  record.) 

Senator  Stennis.  On  the  record. 

Senator,  you  said  you  had  some  questions, 

Senator  Eli.kndkr.  I have  a few  more  questions. 

INCREASE  IN  MILITARY  AID  TO  SOUTH  AND  CENTRAL  AMERICA 

Mr.  Shuff,  will  you  toll  the  committee  the  reason  for  increasing  tho 
amount  of  military  aid  to  South  ami  Central  America? 

Mr.  Shuff.  Senator  KUrnder,  part  of  tho  reason  for  that  is  that  all 
of  it  is  in  nongrant. 

Senator  El lender.  Let  us  take  Brazil.  You  gave  Brazil  in  10/58, 

— — — million;  in  1050, million;  this  year, — million. 

AH  of  this  is  on  a grunt  basis.  Let  us  take  Cuba,  in  the  light  of  what 
is  happening  now,  and  the  way  Mr.  Fidel  Castro  is  talking  about  us. 

Last  year  you  gave  them . This  year  you  have  them  down 

for . Why? 

Mr.  Shuff.  On  an  island  off  Brazil  the  United  States  has  a tracking 
station  for  the  Cape  Canaveral  Missile  Testing  Center.  For  the  pur- 
poses of  being  on  that  island,  wo  have  given  more  sympathetic  atten- 
tion to  Brazil’s  needs, 

Senator  Ellendeh.  Is  that  by  way  of  rent? 

Mr.  Shuff,  I don't  think  wo  like  to  call  it  rent  or  I don't  think  wo 
like  to  call  it  quid  pro  quo. 

Senator  Ellendeh.  Who  suggested  that?  Did  they  demand  it 
from  us  or  did  we  suggest  it? 

42561 — 09 IB 
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Mr.  Shuff.  I am  sorry,  sir,  I could  not  answer  that  question. 
I think  the  State  Department  might  bo  able  to  answer  that. 

INCREASED  AID  TO  CUBA 

Senator  Ellendeh.  What  caused  you  to  increase  the  amount  to 
Cuba?  In  fact,  you  almost  tripled  the  amount. 

Mr.  Siiuff.  Sir,  there  has  been  no  military  assistance  given  to 
Cuba  since  March  of  1958,  At  that  point  it  was  stopped. 

Senator  Ellendeh.  Ilow  much  do  you  have  left  in  the  pipelino  for 
Culm? 

Mr.  Siiuff.  I will  have  to  research  that  for  you. 

Senator  Ellendeh.  All  right. 

Mr.  Siiuff.  I will  say  that  there  was  nothing  left  of  the  amount. 
I can  answer  the  question  as  to  how  much  was  given  and  hmv  much 
was  not  given,  hut  when  it  was  not  given  it  was  reprogramed  to  do 
something  else.  It  is  not  sitting  in  escrow  waiting. 

Senator  Ellendeh.  In  any  event,  you  are  programing for 

this  year.  What  do  you  propose  to  do  with  that? 

Mr.  Shuff.  This  is  a program  very  closely  coordinated  with  tho 
State  Department.  It  was  the  feeling  of  the  State  Department  that 
tho  situation  in  Cuba  during  tho  eourso  of  this  fiscal  year  would 
arrive  at  a point  whero  it  was  in  the  best  intorcst  of  the  United  States 
to  lia vo  a military  assistance  program  for  them.  This  represents  our 
combined  thinking  us  to  that  kind  of  program, 

Senator  Ellendeh.  Was  that  program  initialed  beforo  Fidel  got 
into  power? 

Mr.  Shuff.  No,  sir;  after. 

Senator  Ellendeh.  After? 

Mr.  Siiuff.  It  has  rot  been  negotiated.  Our  thinking  and  tho 
work  that  was  done  on  this  was  done  uftor  he  got  into  power. 

FHOOKAM  IN  VBNICIUULA 

Senator  Ellendeh.  Now  you  say  that  the  Lat  in  American  program 
as  a whole  increased  moro  because  of  credit  sales.  I notice  here  that 

in  tho  case  of  Venezuela  you  had  in  1958,  you  havo 

million  in  1950,  and million  in  1090.  Are  we  to  understand 

that  we  will  got  this  money  hack? 

Mr.  Shuff.  Yes,  sir. 

Senator  Ellendeh.  I think  Venezuela’s  credit  is  good.  Why 
should  we  appropriate  money  for  Venezuela?  Why  should  wo  not 
simply  get  dollars  from  her? 

Mr.  Shuff.  W*o  will  get  dollars. 

Senator  Ellendeh.  Why  do  we  have  to  appropriate  dollars  if 
it  is  a credit  transaction  with  a good  customer? 

CREDIT  RAt  E3 

Mr.  Shuff.  The  1957  law  allowed  us  to  use  appropriations  up  to 
$175  million  on  a revolving  fund  basis  for  credit  sales.  1 believe  tho 
figure  that  we  have  arrived  at  at  this  point  is  $92.8  million.  So  that 
wo  are  asking  for  \ percent,  you  will  recall,  of  the  $1,0  billion  new 
obligationul  authority  request  for  our  credit  sales, 
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Now  Venezuela  lms  lots  of  commitments.  She  buys  a lot  of  things. 
Sho  has  mado  a lot  of  public  works  type  progress  and  is  committed. 
She  does  not  have  tho  cash  to  buy  with  cash  on  tho  barrelhead,  so  we 
offer  her  credit. 

Senator  Ellkndeu.  Wo  don’t  have  cither,  of  course.  But  let  mo 
ask  you  this:  Are  these  credit  sales  repayable  in  dollars  so  that  tho 
money  you  collect  will  go  back  into  tho  Treasury? 

REPAYMENT  BASIS 

Mr.  Shuff.  They  are  repayable  in  dollars  or  soft  currency.  From 
Venezuela  they  are  repayable  in  dollars. 

Senator  Ellkndeu.  Whoie  will  that  money  go? 

Mr.  Shuff,  If  it  is  paid  in  3 years  it  will  go  back  into  the  revolving 
fund  so  that  wo  mav  make  other  credit  sales  with  it.  If  it  comes 
back  after  3 years  it  will  go  to  miscellaneous  receipts  of  the  Treasury. 

Senator  Ellendeu.  Why  call  thorn  credit  sales?  If  Venezuela 
buys  goods  from  us,  sho  pays  for  them.  Why  don’t  you  arrange  to 
have  it  go  back  to  the  Treasury?  Why  mako  a revolving  fund? 

Mr.  Shuff.  Sir,  it  would  only  mean  that  wo  would  have  to  come  up 
and  ask  for  more  now  obligational  authority.  This  seems  to  bo  a 
way,  if  wo  can  get  people  to  buy,  that  wo  ought  to  have  the  revolving 
fund  to  let  others  buy. 

Senator  Ellkndeu.  You  mean  in  South  America? 

Mr.  Shuff.  Anywhere  in  tho  world,  sir.  Anybody  that  we  can 
pursuado. 

amount  in  revolving  fund 

Senator  Ellk.vdkh.  How  much  oV  a revolving  fund  did  you  havo 
at  one  time?  Did  you  say  $175  million? 

Mr.  Shuff.  Wo  are  authorized  to  have  $175  million. 

Senator  Ellkndkh.  How  much  did  you  actually  get  into  the 
revolving  fund? 

Mr.  Shuff.  $92.3  million  as  of  May  31,  1059. 

Senator  Ellkndeu.  What  is  tho  status  of  that  fund  now?  If  you 
don't  havo  it  right  now,  will  von  give  us  tho  status  of  it? 

Mr.  Shuff.  Yes,  sir:  I will.  I will  give  you  the  status  of  the 
credits  and  which  ones  nave  been  paid  bark  and  how  much. 

(The  information  furnished  is  classified  and  is  in  the  committee 
files.) 

Senator  Stbnnis.  Senator  Kllender,  will  you  yield  to  mo  for  a 
moment? 

Senator  Ellen* nun.  Yes. 

Senator  Stknnis.  Senator  Ilavdon  asked  mo  to  announce  when  we 
do  recess  it  will  be  until  10:30  Tuesday.  You  havo  a conference  of 
your  committee  on  Monday,  I regret  that  I will  have  to  leave. 

May  I ask  one  question? 

DURATION  nr  REVOLVING  FUND 

Sonator  Ellkndeu.  There  is  only  ono  moro  quostion  I want  to 
ask.  When  will  this  revolving  fund  over  find  its  way  back  to  the 
Treasury? 

Mr.  Shuff.  When  the  program  stops. 

Senator  Ellkndeu.  Havo  wo  suffered  any  losses  on  this  program? 

Mr.  Shuff.  Wo  have  not  yet,  sir. 
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Senator  Stennib.  How  much  was  in  that  revolving  fund,  did  you 
say? 

Mr.  Siiuff.  $92.3  million  as  of  May  31,  1959. 

AIR  DKFKNBl  MIBBILE8 

Senator  Stennib.  Gentlemen,  going  back  to  tho  Secretory’s  state- 
ment on  pago  8,  you  mentioned  here  that  tho  items  under  considera- 
tion include  Sidewinder,  Niko-Herculos  and  Boinurc,  Honest  John, 
and  bo  forth.  Are  you  using  these  as  tactical  missiles  over  there? 
This  is  not  a technical  question,  but  are  you  using  them  as  tactical 
missiles  or  really  trying  to  defend  tho  cities  and  all? 

General  Lemnitzeh.  Sidowindor  is  what  tho  Air  Foico  is  oquipped 
with.  Nikc-IIerculos,  just  as  they  are  in  tho  United  States,  Senator 
Stennis,  are  for  air  defense  purposes. 

Senator  Stennib.  Are  wo  undertaking  to  surround  tho  cities  over 
thoro  with  Niko-Herculea  and  Bomure? 

Mr.  Siiuff.  No,  sir;  wo  are  not. 

Senator  Stennis.  I was  going  to  say  that  would  just  ho  tragic  if 
wo  tried  to  underwrite  tho  defenao  of  all  of  Western  Europe. 

Mr.  Siiuff.  We  would  agree. 

Senator  Stennis.  So  you  nro  using  them  as  tactical  weapons,  thoso 
that  can  bo  used  as  such,  largely;  is  that  correct? 

HAWK  MI8BILEB 

General  Lemnitzeh.  Over  areas  like  our  field  army  in  Germany  and 
our  linos  of  communications  in  France — I am  not  familiar  with  tho 
specifics  of  where  tho  Hawk  is  going,  but,  as  Mr.  Shulf  has  indicated, 

there  are battalions  that  are  going  to  bo  used  and  they  will  bo 

used  primarily  for  the  protection  of  our  field  armies. 

Senator  Stennib.  Wuat  are  vou  using  tho  Hawk  for? 

General  Lemnitzeh.  It  is  a low  altitudo 

Senator  Stennib.  I know  what  it  is,  but  what  are  you  using  it  for 
over  there  and  to  what  extent? 

Mr.  Siiuff,  Air  defenao. 

General  Lemnitzeh.  It  is  an  air  defenso  missilo,  a surfaco-to-uir 
missile  and  a most  dFectivo  one. 

Senator  Stennib.  What  are  you  protecting  with  it,  tho  cities? 
General  Lemnitzeh.  Troopsj  lines  of  communication,  and  military 
installations.  We  don't  have  any  in  Europe  yet.  Tho  Hawk  bat- 
talions ure  just  now  being  equipped  hero  in  the  United  States. 

Senator  Ellkndkk.  Is  that  the  one  being  manufactured  in  Europe? 
Mr.  Siiuff.  Tho  Hawk  is  proposed  for  production  in  Europe. 

Senator  Em.kndkii.  Do  you  have  to  buy  them? 

General  Lemnitzeh.  I am  talking  about  our  own  use  of  Hawks 
vis-a-vis  the  use  by  these  countries  that  are  going  to  manufacture 
them  and  buy  them  themselves.  But  our  battalions  are  now  being 
equipped  with  Hawk  for  use  in  Europe  and  in  Korea. 

Senator  Ellendkr.  How  many  do  you  propose  to  buy  of  those? 
General  Lemnitzer.  Tho  program  as  I understood  it  from  Mr. 

Shu  IF  is, — battalions  that  they  are  buying  for  themselves.  This 

is  a part  of  this 
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Senutor  Kli.endbh.  How  many  will  wo  havo? 

General  Lkmnitzkk.  I think  wo  are  now  programing  only 

battalions  for  tho  U.S.  Army  which  nro  all  for  deployment  in  oversea 
areas.  They  uro  right  up  against  tho  Iron  Curtain,  and  they  aro  used 
as  a tactical  air  defense  weapon. 

Senator  Stknnis.  My  point  is,  General,  you  can’t  undertake  to  put 
nil  of  Western  Europe  under  an  umbrella  with  these  weapons.  I can 
sen  where  you  might  havo  a tactical  uso  and  maybo  a few  strategic 
spots  that  you  would  want — I mean  ground-to-air  defense. 

Mr.  Shufp.  Battalions  si  retelling  from  tho  northern  tip  through 
Turkey  could  not  begin  to  handln  any  two  or  three  cities,  sir. 

General  Lkmnitzkk.  There  is  nothing  in  Europe,  Senator  Stennis, 
that  is  comparable  to  tho  continental  defense  program  that  we  de- 
veloped here  in  the  continental  United  States  with  our  master  air 
defense  program. 

Senator  Stknnis.  'That  is  what  I wanted  to  get  at.  I did  not  think 
that  tho  people  ought  to  he  led  to  believe  that  you  were  going  to  put 
such  an  umbrella  over  them  and  then  lie  disappointed  when  you  did 
not  You  don’t  have  anything  like  that  in  mind? 

General  Lkmmtzkii.  No,  sir. 

Senator  Stknnis.  All  right.  Anything  further? 

Senator  Em, KNOKit.  Of  the  total  exceeding  $700  million  of  military 
assistance  for  Western  Europe,  does  that  include  the  Ilawk  or  is  it 
separate  and  apart? 

General  Lkmnitzkk.  I believe  the  Hawk  is  the  busis  of  u separate 
program . 

Senator  Kiaknokii.  A separate  program? 

General  Lkmmtzku.  I know  we  doiiH  have  any  provision  in  our 
present  production  program  for  the  Hawk  for  other  nations. 

Senator  Eu.kndkk.  As  1 recall  the  military  assistance  for  Western 
Europe  is  in  excess  of  $700  million? 

Mr.  Siiukf.  I can  answer  that  question  for  you,  sir. 

Senator  Ei.i.kndku.  You  say  that  is  separate  and  apart  from  tho 
Hawk  program? 

HAWK  1‘ROORAM  PUR  U.S.  ARMY 

General  Lkmnitzuu.  Well,  we  have  a Hawk  program  for  tho  U.S. 
Army. 

Senator  Ei.lkndku.  But  it  is  not  to  be  taken  out  of  this  mutual 
security? 

General  Lkmnitzkk.  I am  not  quit©  sure  what  (his  specific  program 
is.  Let  us  provide  this  information  for  you,  Senator  Elhmdcr. 

Senator  Stknnis.  If  I may  say,  I think  that  it  would  be  \ery  useful 
to  outline  this  program,  too,  that  you  contemplate,  because  it  is  mis- 
understood. I think  that  will  clear  it  up. 

General  Lkmnitzku.  Thank  you,  sir. 

Senutor  Em.knpnh.  Will  you  answer  that  specifically  the  next  time 
wo  meet? 

Mr.  Siiukf.  Yes,  sir. 

(Thu  information  furnished  is  elassifiod  and  is  in  iho  committee  files. 
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comuittbi  bbcesb 

Senator  Ellendeh.  The  committee  will  stand  in  recess  until 
Tuesday  ab  10:30. 

General  Lemnitzer  and  Mr.  Shuff,  I am  glad  we  have  had  occasion 
to  examine  you  and  hope  you  can  supply  us  with  the  details  next  week, 
when  the  regional  teams  appear  before  the  committee. 

General  Lemnitzer.  Thank  you,  sir. 

Mr.  Shuff.  Thank  you. 

(Whereupon,  at  1:25  p.ra.,  Friday,  August  7.  1959,  the  committee 
rocessed  to  reconvene  at  10:30  a.m.  Tuesday,  August  11,  1959.)  ' 
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TUESDAY,  AUGUST  11,  1009 

U.S.  Senate, 

CoMItITTEE  ON  APPROPRIATIONS, 

Washington,  D.C . 

The  committee  met,  pursuant  to  recess,  at  10:45  a.m.,  in  room  1224, 
New  Senate  Office  Building,  Hon.  Carl  Hayden,  chairman  of  the 
committee,  presiding. 

Present:  Chairman  Hayden,  Senators  EUender,  Kefauver,  Bible, 
Byrd,  Bridges,  Dwomhak,  and  AUott. 

Mutual  Security  Proqram 

EUROPE 

STATEMENTS  OF  HON,  FOY  D.  KOHLER,  ACTING  ASSISTANT 
SECRETARY  OF  STATE  FOR  EUROPEAN  AFFAIRS;  MARCUS  J. 
GORDON,  REGIONAL  DIRECTOR,  OFFICE  OF  AFRICAN  AND 
EUROPEAN  OPERATIONS,  INTERNATIONAL  COOPERATION  AD. 
MINISTRATION;  MAJ.  GENTJOHN GUTHRIE,  DIRECTOR, 
EUROPEAN  REGION,  INTERNATIONAL' SECURITY  AFFAIRS, 
DEPARTMENT  OF  DEFENSE;  ACCOMPANIED  BY;  J.  B.  MURPHY, 
INSPECTOR^ENERAL  AND  COMPTROLLER,  MUTUAL  SECURITY; 
WALTER  ,f.  SMITH,  OFFICER  IN  CHARGE,  ECONOMIC  AND 
MILITARY  ASSISTANCE  AFFAIRS;  VINCfiNT  SHERRY,  PROGRAM 
OFFICER,  DEPARTMENT  OF  STATE;  OLIVER  L.  SAUSX,  CHIEF, 
AFRICAN  AND  EUROPEAN  PROGRAM  STAFF;  C.  HERBERT 
< BEES/  PROGRAM  OFFICER,'  OFFICE  OF  THE  DEPUTY  DIRECTOR 
FOR  PROGRAM  AND  PLANNING ; EDWARD  F.  TENNANT,  ACTING 
ASSISTANT  DEPOT?  DIRECTOR,  CONTROLLER;  HERMAN  J. 
NISSfcNBAUM,\  PROGRAM  IMPLEMENTATION  OFFICER,  pFFICE 
OF  AFRICAN  AND  EUROPEAN  OPERATIONS,  INTERNATIONAL 

cooperation  administration;  Charles  h(  shuff,  Deputy 
assistant  secretary  for  military  assistance  programs. 

OASD/lBA;  LT.  COL.  ARPOD  l ARTWOHL,  tJSAF,  EUROPEAN 
REGION;  MONROE  LEIGH,  ASSISTANT  GENERAL  COUNSEL  FOR 
INTERNATIONAL  AFFAIRS;  MARKLEY  SHAW,  ISA  COMPTROL- 
LER; COL.  VICTOR  H.  KING,  USAF,  DEFENSE  COORDINATOR 
FOR  MSP  CONGRESSIONAL  PRESENTATION,  ISA;  JOHN  M. 
MULLEN,  EUROPEAN  REGION,  ISA;  HARRISON  C.  DUNNING, 
EUROPEAN  REGION  ISA,  AND  CAPT.  CHARLES  WAYNE,  USN, 
FAR  EAST  REGION,  DEPARTMENT  OF  DEFENSE 

OBNIRAL  STATEMENT 

. Chairman  Hayden.  The  committee  will  please  be  in  order. 

We  are  pleased  to  have  this  morning  as  our  first  witness  Mr.  Foy  D. 
Kohler,  Acting  Assistant  Secretary  of  State  for  European  Affairs, 
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Mr.  Kohler,  I understand  you  have  had  a long  career  in  the  De- 
partment of  Slat©,  including  a tour  of  duty  in  Russia  and  other  coun- 
tries of  tho  Iron  Curtain  and  that  you  have  served  tho  United  States 
with  the  Voice  of  America. 

With  that  background  you  ought  to  be  a good  witness. 

Mr.  Kohler.  It  is  a great  pleasuro  to  be  back  with  tho  committee. 

I don’t  know  whether  you  romember,  sir,  but  in  the  days  when  I 
ran  tho  Voice  in  1950  and  1951,  I used  to  have  the  pleasure  of  coming 
here  and  very  much  appreciated  tho  support  I got  at  that  time. 

Chairman  Hayden.  I thought  I had  soon  you  bofore. 

Mr.  Kohler.  Yes,  sir. 

Chairman  Hayden,  You  may  proceed  with  your  statement. 

Mr.  Kohler.  It  is  a privilege  for  me  to  appear  before  this  com- 
mittee to  discuss  the  mutual  security  program  tor  the  European  area 
for  fiscal  year  19G0. 

I need  hardly  remind  this  committee  that  tho  United  States  is  now 
at  one  of  the  most  critical  points  in  its  relations  with  the  Soviet  Union 
since  the  end  of  the  war. 

The  United  States,  tho  United  Kingdom,  and  France,  have  just 
recessed  protracted  negotiations  with  the  Soviet  Union.  Tho  issues 
behind  tlieso  negotiations  confront  NATO  with  perhaps  its  greatest 
challenge  in  tho  10  years  of  its  existence, 

It  is  my  conviction  that  tho  mutual  security  program  which  wo  aro 
considering  today  is  still  a key  factor  in  building  and  preserving  the 
strength  of  NA'fO,  and  consequently  has  a very  direct  bearing  on  the 
larger  objectives  which  wo  hope  to  achiovo  through  these  negotiations. 

MUTUAL  SECURITY  PROGRAM,  XUROrB 

Tho  mutual  security  program  proposed  for  Europo  is  almost  en- 
tirely for  military  assistance.  Of  the  $542  million  proposed  for  fiscal 
yoar  I960,  more  than  $517  million  is  for  military  assistance  and  dc- 
icnso  support. 

Furthermore,  almost  all  of  tho  $174,3  million  requested  for  tho  five 
military  cost-sharing  programs — intra-structure,  military  headquar- 
ters, mutual  weapons  development,  weapons  production,  and  aircraft 
modernization  and  missiles— listed  in  tho  nonregional  portion  of  tho 
proposed  fiscal  year  1900  military  assistance  program,  is  intended 
lor  tho  NATO  area. 

The  program  places  increasing  emphasis  on  advanced  types  of 
aircraft,  guided  missiles,  aud  electronic  equipment,  but.  it  also  recog- 
nizes the  continuing  need  to  maintain  tho  combat  effectiveness  of 
NATO’s  conventional  forces. 

Tho  Soviet  challenge  to  tho  froo  world  appeal's  in  many  different 
ways,  and  I beliovo  that  tho  American  peopio  aro  becoming  more  and 
more  awnre  of  this. 

Increasingly,  we  aro  realizing  that  our  freedom,  our  safety,  and 
our  well-being,  cannot  bo  defended  by  arms  alone. 

The  drive  of  tho  Soviet  rulers  to  expand  their  influence  and  domain 
is  supported  by  great  power,  and  by  threats  to  uso  that  power  to 
enforco  their  will;  this  drive  is  reflected  in  an  unceasing  contest  in 
propaganda,  production,  trado,  and  aid  in  sciouco  and  education. 

It  is  a good  thing  that  so  many  Americans  have  come  to  appreciate 
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But,  having  learned  that  military  power  alone  will  not  resist  the 
pressures  of  Cc.r.munist  expansionism,  we  should  not  make  the  mistake 
of  assuming  for  that  reason  that  military  defenses  are  any  less  essential. 
Even  the  most  prosperous  and  stable  nation  is  not  safe  if  its  military 
defenses  are  weak. 

In  the  Kremlin,  only  strength  is  understood  and  respected.  Weak- 
ness invites  hostile  action. 

By  appropriating  approximately  $40  billion  a year  for  our  own 
National  Defense  Establishment,  the  Congress  has  given  unmistakable 
ovidenco  of  its  continuing  concern  for  adequate  military  defenses. 
Tho  military  defenses  of  our  allies  are  equally  vital  and  inseparable 
from  our  own. 

HBI.ATION  TO  U.S.  DErENfiJfi 

Tho  mutual  security  program  for  Europe  proposes  an  amount 
approximating  1 percent  of  our  national  defense  budget  to  help  our 
European  allies  attain  a defensive  capability  which  will  mako  a 
substantial  contribution  to  the  defense  of  Europe  and  America  alike. 
It  would  bo  shortsighted  indeed  if  tho  United  States  spent  oyer  $40 
billion  on  its  own  forces,  and  then  failed  to  follow  through  with  this 
much  smaller  amount  for  modernization  and  maintenance  of  the 
forces  of  our  allies  which  arc  essential  to  our  total  defense  concept 
and  without  which  our  own  military  expenditures  would  have  to  be 
vastly  greater. 

So  long  as  there  are  other  free  countries  with  important  resources  in 
manpower,  raw  materials,  industrial  techniques,  science,  and  terrain, 
and  which  have  the  will  to  resist  aggression,  it  is  certainly  in  our 
interest  that  these  resources  be  fully  developed  and  combined  with 
our  own  in  a common  defense  effort. 

That  means  that  we  must  think  of  our  national  defense  in  terms  of 
total  defensivo  capabilities  of  the  free  world. 

It  is  sometimes  asked  when  tho  mutual  security  program  will  com© 
to  an  end,  and  when  our  allies  might  bo  able  to  stand  on  their  own  foot. 

In  reply  to  this  it  must  be  said  that  none  of  our  allies  can  stand 
alono  militarily,  and  it  is  doubtful  that  the  United  States  could  afford 
to  do  so. 

Our  purpose  in  providing  equipment  and  training  to  our  NATO 
allies  is  not  to  enable  any  one  country  to  acquire  sufficient  military 
strength  to  stand  alono  against  tlio  Soviet  threat,  hut  to  enable  ench 
of  them  to  make  a maximum  contribution  to  the  total  power  of  tho 
Atlantic  defenso  system. 

Tho  mutual  security  program,  therefore,  should  continue  in  Europe 
as  long  ns  it  represents  a worthwhile  investment  by  the  United  States 
in  terms  of  tho  combined  defensive  power  it  generates. 

The  value  of  NATO,  of  course,  reaches  beyond  tlio  defensive 
capability  it  has  attained.  There  has  been  no  war  in  Europe  since 
NATO  was  formed,  and  no  territorial  gains  in  Europe  by  the  Soviet 
bloc. 

Tho  influence  of  tho  Communist  parties  has  receded. 

Governments  have  become  more  stable,  and  there  has  been  a 
remarkable  growth  in  Western  European  production  and  trade. 

NATO  governments  have  moved  toward  a more  intimate  and  active 
relationship  in  various  fields  other  than  military  defense,  giving 
increasing  attention  to  political,  economic,  and  cultural  ties. 
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Not  all  those  favorable  developments  are  attributable  solely  to 
NATO.  But  I doubt  very  much  if  they  would  havo  been  possible 
without  the  protection  ana  cooperative  machinery  and  atmosphore  of 
confidence  provided  by  tho  NATO  system,  which  the  mutual  security 
program  supports. 

VALUE  TO  EUROPE  OP  If. 8.  AID 

Mutual  security  assistance  to  Europe  is  a vital  part  of  our  total 
contribution  to  NATO  mainly  because  of  tho  effect  it  has  upon 
Europe’s  own  contribution.  'This  relationship  is  not  always  readily 
apparent.  Some  Americans  arc  inclined  to  ash  why  the  sumo  results 
could  not  bo  achieved  if  the  Europeans  would  only  spend  a little  more 
of  thoir  own  money. 

Tho  answer  to  this  question  is  not  simple.  There  are  many  essential 
items  of  equipment,  such  as  missiles  and  advanced  aircraft,  which  our 
European  allies  do  not  produce  and  which  most  of  them  cannot  afford 
to  purchaso  without  sacrificing  other  vital  defense  activities.  If  those 
ossential  weapons  are  not  made  available  and  European  NATO  forces 
wero  not  proporly  trained  and  oquipped,  tho  European  military  effort 
would  bo  vory  seriously  affected. 

Without  American  aid,  tho  defonso  forces  of  certain  of  our  NATO 
allies  would  bo  so  lacking  in  effectiveness  that  tho  value  of  their  vory 
existence  would  become  questionable. 

European  governments  and  citizens  aro  continuing  to  make  sacrifices 
for  Western  dofonsc,  but  in  tho  long  run,  thoir  willingness  to  continuo 
to  do  so  will  depend  largely  upon  thoir  conviction  that  these  sacrifices 
actually  produce  meaningful  results. 

In  this  connection,  I think  wo  should  bear  in  mind  that  European 
contribution  to  common  defense  is  not  only  a matter  of  willingness, 
but  also  ono  of  capacity. 

The  real  income  of  the  averago  European,  despito  tho  remarkable 
European  economic  recovery,  i9  still  less  than  one-half  tho  avorago  of 
the  avorago  Amoricun  citizen,  Tho  smaller  tho  per  capita  income  and 
tho  lower  tho  consumption  level  of  any  country,  tho  greater  is  tho  im- 
pact on  that  country’s  economy  of  the  proportion  of  national  resources 
which  is  devoted  to  defense  purposes. 

Wo  should  not  lose  sight  of  tho  fact  that  a country  with  a lower 
gross  notional  product  may  ho  making  an  equivalent,  or  even  greater, 
sacrifice  for  defense  through  a smaller  percentage  of  GNT  allocated  for 
dofonsc  than  countries  with  a higher  national  incomo. 

Moreover,  contrary  to  popular  belief,  tho  relative  tax  burden  on 
tho  avorago  European  citizen,  despito  reductions  which  havo  occurred 
in  some  countries,  is  still  greater  than  that  of  tho  average  American. 

I think  wo  must  conclude  that  by  and  largo  our  European  allies  are 
doing  a creditable  job  and  carrying  a reasonable  and  substantial 
share  of  the  lond. 

Under  those  circumstances,  it  seems  clear  to  me  that  any  reduction 
in  the  proposed  military  assistance  programs  for  Europe  will  retard 
the  flow  of  material  necessary  for  tho  modernization  and  maintenance 
of  allied  forces  which  tho  best  military  judgmont,  in  tho  United  States 
and  in  NATO,  considers  essential  for  our  security. 
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EFFECT  OF  SMALLER  AUTHORIZATION 

The  authorization  by  tho  Congress  of  a smaller  amount  for  military 
assistance  than  that  requested  means  that  some  important  programs 
planned  for  fiscal  year  1900  will  have  to  bo  deferred.  The  fact  that 
thero  are  certain  fixed  costs  for  tho  maintenance  of  equipment  now 
on  hand  means  that  the  modernization  programs  will  be  tho  first  to 
bo  affected. 

Obviously,  the  appropriations  bill  as  passed  by  the  House  would 
cause  an  oven  more  damaging  delay  in  the  modernization  of  NATO 
forces. 

I believe  it  is  essential  that  tho  full  amount  now  authorized  by 
the  Congress  he  appropriated  so  us  to  avoid  even  this  further  post- 

Eonement  in  developing  NATO  forces  to  levels  of  effectiveness  required 
y NATO  plans,  during  a period  which  may  be  one  of  the  most 
critical  ever  faced  by  Western  civilizations. 

You  will  recall  that  the  President,  in  transmitting  to  tho  Congress 
tho  interim  report  of  tho  Drupor  Committee,  emphasized  his  bolief 
that  this  program — 

Is  tho  minimum  required  to  support  our  own  Nation’s  security  and  the  common 
defense  of  the  free  world. 

Ho  has  thus  underscored  the  committee’s  findings  that  thero  is  an 
imperative  need  for  the  Congress  to  authorize  and  appropriate  the 
full  amount  requested  for  both  economic  and  military  assistance  in 
tho  mutual  security  programs  for  fiscal  year  1900. 

SPECIAL  PROORAU 

I would  liko  to  comment  briefly  on  the  special  programs,  outside 
tho  military  assistance  for  NATO.  No  economic  aid  is  proposed  for 
Western  Europo  except  for  a few  speeiul  situations  related  to  key 
U.S.  interests,  including  Spain,  Yugoslavia,  and  Berlin. 

The  $05  million  economic  assistance  proposed  for  Europo  in  fiscal 
yoar  1060  is  17  percent  below  the  estimated  program  for  fiscal  year 
1959,  and  40  percent  below  that  for  tho  previous  year. 

Tho  largest  program  of  economic  assistance  proposed  for  Europo 
is  that  for  Spain,  with  which  wo  have  worked  out  a system  of  joint 
sea  and  air  bases  beneficial  to  both  countries.  The  program  includes 
defense  support  and  technical  assistance.  Tho  maintenance  and 
development  of  cooperation  with  Spain  necessarily  depends  upon 
Spain’s  economic  stability,  which  the  proposed  defense  support  is 
designed  to  strengthen. 

Tins  assistance  will  he  used  mainly  to  control  inflation.  Spain  is 
looking  to  other  sources  of  financing  for  its  now  capital  equipment 
needs. 

Wo  are  also  proposing  moderate  special  assistance  and  technical 
assistance  programs  for  Yugoslavia.  This  does  not  imply  any  ap- 
proval of  tho  Yugosluv  political  and  economic  Bystems. 

Tho  contral  fact  about  Yugoslavia  that  concerns  us  is  its  independ- 
ence, and  its  do  termination  to  remain  independent  with  no  aggressive 
designs. 

Our  program  of  assistance  to  Yugoslavia  demonstrates  a cardinal 
principle  of  our  philosophy  of  international  relations. 
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Unlike  tlio  Soviet  Union,  wo  do  not  demand,  us  a price  of  our  co- 
operation, that  other  nations  remake  themselves  in  our  imago.  Wo 
do  not  demand  subservience. 

Whore  any  state  shows  a resolution  to  maintain  its  independence 
and  to  honor  its  international  obligations  and  responsibilities,  wo  be- 
lieve it  is  in  the  interest  of  the  United  States  to  assist  that  state  to 
survive. 

It  is  equally  important  that  wo  demonstrate  to  the  Soviet-domi- 
nated nations  of  lias  tern  Europe,  which  ma.v  in  future  years  make 
efforts  to  achieve  a larger  measure  of  independence  for  themselves, 
that  such  efforts  will  be  viewed  sympathetically  by  the  free  world. 

Included  in  our  program  is  $3T>  million  representing  pi  uprated  con- 
tributions to  and  support  for  three  multilateral  programs  in  Europe  in 
which  t ho  United  States  participates  on  a partnership  basis.  These 
are  the  European  Productivity  Agency,  KPA;  the  scientific  and  techni- 
cal personnel  program  of  the  Organization  for  European  Economic 
Cooperation,  OEKO;  and  the  NATO  science  program.  Each  of  them 
makes  in  important  contribution  to  promoting  the  economic  and 
scientific  cooperation  of  the  Atlantic  community  nnd  thus  to  promot- 
ing U.S.  interests. 

Finally,  tho  program  for  Europe  provides  for  continuing  assistance 
to  Berlin  as  a manifestation  of  U.S.  support  for  the  citizens  of  that 
beleaguered  outpost  of  the  free  world.  The  importance  of  maintain- 
ing tho  morale  of  tho  Berlin  population  so  that  it  will  remain  resolute 
in  resisting  Communist  encroachment  needs  no  elaboration  at  this 
time  of  crisis. 

The  amount  requested  is  the  minimum  necessary  to  continue  the 
various  activities  now  financed  under  the  Berlin  program. 


EX  AMPI.RS  OP  U.H.  All) 

Examples  of  such  activities  helped  by  U.S.  contribution  include  tho 
construction  of  housing  for  refugees,  housing  for  students  of  the  Free 
University  of  Berlin,  nnd  construction  of  a medical  center  at  the 
university,  of  which  tho  United  Stall's  will  puv  a portion  of  tho  costa. 

The  current  Berlin  crisis  serves  to  remind  us  of  three  important 
facts: 

First,  the  free  world  can  never  relax  its  vigilance  in  resisting  the 
Soviet  drive  for  world  domination; 

Second,  the  unity  and  strength  of  NATO,  to  which  the  mutual 
security  program  makes  such  a vital  contribution,  must  be  main- 
tained; and 

Third,  Western  Europe  is  still  a high  priority  target  of  Soviet 
imperialism. 

Tho  outcome  of  the  negotiations  over  Berlin  which  we  and  our 
allies  have  been  conducting  with  the  Soviet  Union  may  well  affect 
the  capacity  of  the  West  to  resist  current  Soviet  drives  to  extend 
Communist  influence  over  Europe,  Our  ability  to  weather  this  crisis, 
which  may  bo  protracted,  nnd  emerge  successfully  from  the  test  will 
depend  on  the  strength,  t lie  unity,  and  tho  determination  wo  display. 

1 cannot  stress  too  strongly  tho  dangerous  consequences  which 
would  follow  if  t he  Soviet  Union,  or  our  allies,  get  the  mistaken  im- 
pression that  our  support  for  NATO  is  slackening  at  this  critical 
time.  Any  reduction  of  tho  assistance  programs  below  the  amount 
now  authorized  by  the  Congress  will  only  further  impair  tho  strength 
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of  thu  NATO  security  system,  and  I therefore  ur^o  this  committee 
to  appropriate  the  full  amount  for  these  programs. 

(Additional  prepared  statements  submitted  for  the  record  follow:) 

Statement  or  Marcus  J,  Goudov,  Hemo.vai,  Dijiector  for  Africa  avi> 
Europe,  International  Cooperation  Administration 

EUROPE 

Introduction 

While  u significant  Hinoinit  of  military  assistance  is  proposed  for  Western  Kuropo 
in  fiscal  year  Mhirt,  iiomniliiary  assistance  to  Unit  area  continues  to  decline. 

Economic  assistance  for  Kuropo  --elliuily  for  Spain,  Yugoslavia,  arid  Berlin — 
represents  only  about  3 percent  of  the  worldwide  nonmilitary  mutual  security 
program  for  the  coming  ii.scal  year.  Several  small  Bilateral  technical  exchange 
programs  previously  included  for  Kuropo  are  no  longer  proposed  for  mutual 
security  financing.  The  only  remaining  such  programs ---/or  Iceland  and  France — 
are  included  in  the  proposed  international  educational  exchange  program  of  the 
Department  of  State. 

Kuropean  economic  cooperation  and  the  newly  developing  countries 

Although  no  programs  are  proposed  for  the  former  Marshall  plan  countries, 
their  progress  toward  closer  economic  integration  and  toward  a larger  role  in  the 
development  of  countries  outside  Kuropo  is  of  major  interest  to  the  United  States, 
The  past  year  was  one  of  fundamental  and  satisfying  progress  toward  closer  eco- 
nomic integration  in  Western  Kuropo.  The  two  treaties  of  Home  I ccamc  effective 
on  January  I,  1858,  The  first  of  these  established  the  Kuropean  Kronomic  Com* 
inanity.  This  set  In  motion  tin;  mechanism  of  the  Common  Market  which  in 
little  more  than  a decade  will  lead  to  a comprehensive  merger  of  economic  interests 
between  France,  Germany,  Italy,  and  the  three  Benelux  nations.  The  companion 
treaty  established  the  Kuropean  Atomic  Knergy  Community,  known  as  Kiiratom. 
Karat om  provides  the  frame'.'  ork  for  a large-scale  effort  among  this  saino  group 
of  nations  to  develop  nuclear  power  for  peaceful  purposes.  Thus  the  Kuropean 
Atomic  Knergy  and  Kconomio  Communities  have  taken  their  place  beside  tho 
Kuropean  Coal  and  Steel  Community  as  part  of  a historic  movement  toward 
integration  and  unity  ill  this  vital  area. 

The  efforts  made  over  the  past  several  years  to  Jin),  the  Common  Market  with 
the  other  1 1 member  states  of  the  OKKC  ny  means  of  a Kuropean  free  trade  area 
were  not  completed.  Differences  of  view  persist  among  the  negotiating  countries. 
We  understand,  however,  that  studios  are  continuing  In  Kuropo  on  both  intra- 
Kuropean  trade  problems  and  on  problems  affecting  trade  relations  between 
Kuropo  and  other  areas  of  the  free  world. 

Despite  such  problems  as  tho  foregoing,  tho  Western  Kuropean  nations  have 
continued  to  make  significant  progress  toward  freeing  trade  and  payments  and 
strengthening  their  economics.  For  example,  in  December  1058  most  Kuropean 
countries  announced  the  adoption  of  nonresident  convertibility. 

I should  like  to  call  attention  to  an  important  aspect  of  the  Common  Market 
Treaty,  namely,  its  provision  for  a development  film!  for  investment,  assistance  to 
tho  oversea  countries  and  territories  associated  with  the  Kuropean  Kconomio 
Community.  Tho  Fund  will  have  available  $581  million  for  the  first  5 years  of 
its  operations.  Wo  understand  that,  preliminary  dlsi  ussions  concerning  the  use  of 
these  funds,  primarily  in  Africa,  are  already  underway. 

It  is  estimated  that  between  1854  and  1058  about  $1  billion  n year  In  public 
loans  and  grants  was  provided  by  Kuropean  countries— principally  Franco  and 
the  United  Kingdom— -to  less  developed  areas  outside  Kuropo  on  a bilateral  basis. 
Technical  assistance,  educational  sc  fu>!  a raid  pa,  and  other  forms  of  assistance  are 
being  extended  bilaterally  by  individual  countries.  Germany,  Denmark,  and  the 
Netherlands  among  other  countries  operate  such  programs  for  the  benefit  of 
independent  less  developed  countries  outside  Kuropo.  Within  the  OKKC  area, 
the  member  countries  combined  to  provide  advice  and  substantial  financial  assist- 
ance to  Turkey  and  they  continued  their  program  of  technical  assistance  to  Greece, 
Turkey,  Yugoslavia,  and  southern  Italy. 

ACCOMPLISHMENTS 

I would  now  like  to  turn  to  more  specific  discussion  of  those  few  countries  in 
which  wc  continuo  to  have  economic  programs.  Some  examples  of  the  accomplish- 
ments of  these  programs  will  indicate  tho  progress  we  are  making  toward  our  mu- 
tual objectives. 
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Npam 

The  committee  will  recall  that  in  1953,  the  United  States  and  Spain  signed  n 
aeries  of  agreements  to  construct  and  jointly  operate  a series  of  air  and  naval  bases 
on  Spanish  territory.  Concurrently,  tho  United  States  agreed  to  provide  Spain 
with  military  and  economic  assistance.  The  military  bases  are  now  virtually 
completed  and  are  operational,  ns  is  the  pipeline  to  supply  these  bases. 

Without  U.S.  economic  assistance  this  would  probably  not  be  the  caso.  Spain's 
economy,  severely  damaged  by  civil  war  unit  by  long  isolation  from  the  rest 
of  the  Western  World,  was  in  no  position  to  support,  unaided,  the  major  militury 
construction  which  has  been  undertaken,  The  living  standard  of  its  people  was 
one  of  the  lowest  in  Ktirope.  Kven  with  the  substantial  U.S.  assistance  which  has 
been  made  available  in  the  last  ft  years,  Spanish  efforts  to  improve  their  economy 
have  not  been  completely  successful.  Inilulion  continues  to  be  a major  problem 
facing  the  Spanish  economy.  Because  this  is  the  case,  the  major  portion  of  U.S. 
economic  programs  to  Spain  hove  consisted  of  raw  materials  ami  agricultural 
commodities. 

In  addition,  however,  U.S,  programs  have  contributed  to.  important  basic 
improvements  in  the  economy  which  has  grown  rapidly  since  lt)ft3,  Gross  output 
has  increased  by  an  average  of  0 percent  per  year  in  real  terms.  Industrial 
production  has  risen  by  about  10  percent  annuallv,  and  consumption  has  climbed 
between  4 ami  5 percent  per  year.  A rise  in  steel  output  of  7U  percent  from  1053 
to  1058  has  been  supported  by  $8  million  worth  of  steel  equipment.  In  1058 
alone,  steel  output  rose  about  10  percent  partly  as  a result  of  the  opening  of  tho 
first  section  of  Spain’s  largest  steel  plant,  equipment  for  which  was  partially 
financed  by  the  United  Stales.  About  45  percent  of  the  2-milliun-ton  cement 
production  increase  from  1053  to  1058  can  be*  attributed  to  some  S3. 4 million  of 
U.S.'fiua. iced  equipment 

Over  $30  million  of  IOA  assistance  in  the  electric  power  sector  has  been  an 
important  factor  in  iterinitting  Spain  to  overcome  crippling  power  shortages 
which  were  common  uni  il  I he  new  capacity  came  into  o|>erutioii.  Improvement  of 
transmission  systems  through  the  insinuation  of  such  equipment  as  circuit 
breakers  ami  high  capacity  transformers  has  helped  reduce  power  transmission 
losses  from  25  to  about  18  larcent. 

With  respect  1o  transport  at  inn,  our  main  efforts  have  been  directed  toward 
(In  >se  parts  of  the  systems  which  serve  the  strategic  bases,  but  these  also  havo 
provided  important  support  for  the  civilian  economy.  ICA-finunecd  highway 
equipment,  amounting  to  $3.8  million,  and  over  $18  million  in  U.S.-generated 
local  currencies,  have  been  used  to  widen  and  level  almost  200  miles  of  roads,  tints 
completing  const  ruction  on  the  priority  network  of  access  roads.  Highest  priority 
has  been  given  to  (he  rehabilitation  of  railroads,  which  hud  suffered  severe  damage 
during  the  civil  war  and  neglect  for  most  of  tin’s  century.  About  $30  million  worth 
of  equipment,  has  been  supplied  and  $40  million  in  counterpart  funds  Imvo  been 
(tllncalcd  for  this  purpose.  This  assistance  ranging  from  diesel  locomotives  and 
rolling  stock  to  traflic  control  equipment  am]  railway  ties  has  been  utilized  to 
renew  and  improve  000  mihs  of  track,  principally  on  the  strategic  line  between 
Madrid  and  the  bases  at  Seville  and  the  naval  base  at  Itola. 

U.S.  pregrams  in  the  field  of  agriculture  have  financed  more  than  $25  million 
in  agricultural  equipment  and  substantial  amounts  of  U.S. -generated  local  cur- 
rencies have  been  allocated  to  agricultural  improvement  projects.  These  include 
projects  in  which  I Oft, 000  acres  have  Isen  irrigated,  soil  conservation  projects  where 
some  40,000  acres  have  Ihvii  terraced,  and  land  consolidation  projects,  whore  farm 
fandliis  have  agreed  to  consolidate  fragmented  holdings. 

However,  it  is  obvious  (hat  the  solution  of  Spain's  agricultural  problems  will 
not  be*  easy.  During  the  last  20  to  30  years,  agricultural  investments  have  been 
neglected,  a distorted  price  structure  lias  developed,  and  antiquated  production 
methods  have  changed  little-  with  the  result  that  production  has  barely  kept  tip 
with  the  growth  of  population.  ■ 

In  the  field  of  commerce  and  industry  one  of  the  most  notable  developments 
has  been  the*  establishment  of  Spain's  fust  school  of  business  administration  which 
lo  dale  has  graduated  128  trainees,  chielly  selected  from  Spanish  middlo  manage- 
ment. 

As  the  committee  knows.  Spain  has  recently  taken  a major  step  forward  in  its 
international  economic  relations  and  internal  economic  policy . The  stabiliza- 
tion program  which  was  announced  a few  weeks  ago  is  designed  lo  contribute  to  tho 
continued  expansion  of  the  Snanish  economy  in  conditions  of  stability.  Tho 
program  involves  both  internal  and  external  measures  intended  to  contribute  to 
financial  stability  within  Spain,  as  well  ns  to  equilibrium  in  the  Spanish  external 
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accounts  together  with  a high  level  of  foreign  trade.  In  addition  to  internal  fiscal 
and  monetary  measures,  the  new  steps  include  an  important  advance  in  trade 
liberalization  on  a nondiscri minatory  basis,  unification  of  the  exchange  rate  and 
establishment  of  a par  value  for  the  peseta.  We  have  expressed  our  support  for 
this  program. 

We  iiuve  also  warmly  welcomed  the  accession  by  Spain  to  full  membership  ift 
the  Organization  for  European  Economic  Cooperation  (OEEC).  Both  the  OEEC 
and  the  International  Monetary  Fund  (IMP'),  which  Spain  joined  a year  ago,  have 
been  a great  help  in  drawing  up  the  stabilization  plans  which  the  Spanish  Govern- 
ment firmly  intends  to  put  into  effect  during  the  coming  years,  while  the  imple- 
menting actions  now  being  taken  by  the  Spanish  Government  will  have  a beneficial 
effect  on  the  economy  in  the  near  future,  tnc  initial  effects  of  the  trade  liberalization 
measures  will  increase  the  Spanish  balanco  of  payments  deficit. 

Recognizing  this  fact,  the  international  organizations  and  the  United  States 
have  agreed  to  provide  a substantial  amount  of  credits,  amounting  to  about  $418 
million  (including  $45  million  in  refinancing  of  European  bilateral  credits).  The 
OEEC  has  agreed  to  extend  to  Spain  credits  equivalent  to  $100  million  out  of 
the  resources  of  the  European  Fund;  the  International  Monetary  Fund  has 
agreed  to  make  available  to  Spain  the  equivalent  of  $75  million;  and  financial 
facilities  will  be  provided  from  the  United  States  sources  amounting  to  about  $200 
million. 

The  financial  facilities  to  be  provided  to  Spain  from  United  States  sources  will 
consist  of  the  following: 


U.S.  Government: 

Defense  support  nssistnnce  during  fiscal  year  1000,  subject  to 

congressional  appropria lions 

Assisluncc  to  be  extended  by  tho  Export-Import  Bank  for  loans 

on  industrial  projects  already  under  study 

Sale  to  Spain,  for  payment  in  pesetas,  of  agricultural  products 
to  bo  agreed  upon,  pursuant  to  Public  Law  480,  estimated  at 
an  export  value  of.... 


$40,  000,  000 
30,  000,  000 

00,  000,  000 


Total — - 130,000,000 

Private  bank  credits  totaling 68,  000, 000 


Yugoslavia 

The  special  assistance  program  in  Yugoslavia,  combined  with  the  other  U.S, 
programs  such  as  Public  Law*  480  and  the  Development  Loan  Fund,  has  been  a 
major  factor  in  strengthening  the  independent  position  of  Yugoslavia  outside  the 
Soviet  bloc.  This  is  a most  significant  accomplishment.  The  exnmplo  of  our 
firm  resolve  to  help  countries  preserve  their  independence  without  attempting  to 
dominate  tticir  internal  affairs  is  not  lost  on  the  other  countries  of  the  free  world, 
nor  on  the  Soviet  bloc.  Tho  Yugoslav  reply  to  Soviet  accusations  concerning 
U.S.  assistance  stands  as  a testimony  to  our  position.  In  essence,  Yugoslavia 
said  that  U.S.  help  was  being  given  free  of  any  political  conditions,  in  sharp 
contrast  to  assistance  accorded  by  the  Soviet  Union. 

The  principal  development  over  the  post  18  months  has  been  a new  deteriora- 
tion in  Yugoslav  and  Soviet  Union  relations.  This  began  openly  in  December 
1657  and  culminated  in  the  suspension  of  Soviet  credits  to  Yugoslavia  in  May 
1058.  In  addition  to  the  suspension  of  credits,  some  of  which  were  for  vital 
industrial  plants,  imports  such  os  wheat  and  coal  were  delayed. 

Since  fiscal  year  1051,  U.S.  economic  assistance  to  Yugoslavia,  including  Public 
Law  180,  has  averaged  about  $60  million.  This  assistance  has  prevented  Yugo- 
slavia’s economy  from  foundering,  filled  a severe  balance -of-pay  merits  gap,  and 
permitted  a level  of  investment  sufficient  to  build  at)  economy  capable  of  existing 
without  undue  economic  dependence  on  the  Soviet  bloc.  The  economy  has  been 
substantially  strengthened  averaging  a 10  percent  annual  increase  in  gross  output 
between  1648  and  1058.  The  balance  of  payments  deficit  remains  large  howevpr. 

In  recent  years  the  composition  of  U.S.  programs  has  l teen  changing  to  include 
greater  emphasis  on  agricultural  commodities  and,  more  recently,  development 
projects  under  DLF.  Special  assistance,  as  a percentage  of  the  total  progrnm, 
nns  been  reduced  to  the  minimum  required  for  certain  special  commodity  imports, 
such  as  U.S.  coking  coal,  and  to  support  an  expanded  technical  cooperation  pro- 
grnm. 

Even  though  Yugoslavia  has  continued  to  be  Communist,  major  shifts  in 
economic  policy  have  occurred  during  the  period  of  U.S.  assistance.  Decollecti- 
vization of  farms,  termination  of  forced  deliveries,  decentralization  of  economic 
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Activity,  iititl  increasing  dependence  upon  fiscal  and  monetary  controls  ns  con- 
trasted with  direct  government  intervention,  have  taken  place.  Economic  mid 
political  (lea  with  Western  Europe,  particularly,  Imve  hecii  improved  through 
Yugoslavia's  observer  status  In  OEKG  and  by  full  participation  lit  the  Kurojicun 
Productivity  Agency. 

The  U.H.  prngrams.  cs|>cciully  technicul  cun{H>rutkin,  have  introduced  more 
modern  ideas  and  luuiiuiijucH.  Under  the  technical  cooperation  program,  over 
1,600  Yugoslav  participants  Imve  observed  technical  practices  or  undergone  train- 
ing in  the  United  Stales. 

without  economic  assistance  from  the  West,  the  Yugoslav  people  would  have 
suffered  severe  economic  distress.  The  country's  resistance  to  Soviet  domination 
would  have  weaked,  with  consequent  dangers  to  the  West,  inctiuliug  that  of  direct 
Soviet  land  access  to  a position  overlooking  the  north  Italian  plain.  Economic 
help  has  provided  the  internal  strength  on  which  the  Yugoslavs  can  base  their 
independence,  and  on  which  they  can  maintain  it,  unmoved,  either  by  Soviet 
enticement  or  threat. 

Merlin 

The  contrast  between  the  hungry,  dark,  and  blockaded  city  of  liUfl  and  the 
West  Merlin  of  today  is  one  of  the  most  striking  examples  of  successful  achieve* 
meat  in  our  cconomfo  programs.  Merlin  now  serves  as  a blight  "show  window  of 
freedom.”  Since  l D ill,  the  number  of  unemployed  has  dropped  from  ;il)t),0(HI  to 
below  80,000  despite  a continuing  influx  of  refugees.  Per  capita  industrial  pro- 
duction has  risen  about  U'j  times  from  10  percent  of  prewar  in  1060  -a  year  after 
the  bloekadr  was  over  to  III  percent  of  prewar  in  I06H.  Gross  output  rose 
from  about  $000  million  In  1060  to  about  $‘i.*l  billion  in  ID5M. 

Examples  of  activities  helped  by  the  U S.  contribution  include  the  construction 
of  4 III  medium-cost  houses,  primarily  to  house  refugees.  These  houses,  imported 
in  sections  from  Finland,  cost  the  United  Stales  $1.1)  million  in  U.S.-owned 
Finnish  marks.  Tho  German  Government  provided  al  out  $1.7  million  in  German* 
o wned  counterpart  funds  for  the  project.  Construction  has  also  I egun  on  a 
student  village  which,  when  completed,  will  provide  housing  for  (160  men  and 
women  of  the  Free  University.  Another  project  now  coming  off  the  drawing 
boards  is  the  const  ruction  of  (hu  Free  University  Medical  Center  which  will 
provide  up-to-date  medical  teaching  and  clinical  facilities.  The  estimated  cost, 
of  which  the  United  States  will  pay  a portion,  is  $11  million  In  deutacho  mark 
tH|iii\  a lent . 

Ill  recent  years,  as  the  Federal  Republic  of  Germany  lm«  regained  Its  ocomnnio 
strength,  the  greatiwt  part  of  the  burden  of  economic  assistance  for  West  Merlin 
has,  of  course,  profs' rlv  1 cen  financed  from  the  Federal  Republic  which  provides 
Aiipisirt  of  over  fcilH)  million  per  year.  The  amount  of  U.S.  economic  ass  stance 
has  markedly  declined.  The  U.H.  contribution  under  the  mutual  security  program 
remains  imitort-aut,  however,  as  a concrete  expression  of  American  concern  for 
the  free  citizens  of  Merlin,  l'rojcots  financed  with  these  funds  provide  tangible 
demonstration  of  U.S.  mip|x>rt.  Much  demonstrations  are  imfwrtaut  to  tho 
maintenance  of  tho  morale  of  West  Merlin  citizens  and  help  tho  city  servo  as  an 
exam [ilo  to  the  Kastern  Kuropeun  people  of  Western  accomplishments  in  a froo 
society. 

Multilateral  programs 

The  United  States  is  also  partioi|>ating  on  a jmrtncrship  basis  In  throe  European 
regional  programs. 

The  oldest  of  those  is  the  OKKC'a  European  Productivity  Agency  (KPA), 
organised  in  106$  to  coordinate  and  carry  forward  tho  tcohnical  exchange  activities 
initialed  under  tho  Marshall  plan. 

Programs  undertaken  by  the  KPA  havo  included  a wide  range  of  projects  to 
Improve  European  productivity  and  management  of  its  economic  resources. 

KPA  is  expanding  its  assistance  to  less  developed  areas  to  provide  European 
training  facilities  for  ICA-fitmuocd  participants  from  southeast  Asia  utid  Africa. 
KI’A's  demonstration  project  on  development  techniques,  in  Sardinia,  has  so 
impressed  the  Italian  authorities  that  the  'utter  arc  initialing  similar  projects  of 
their  own.  A team  of  Greuk,  Turkish,  and  Yugoslav  officials  has  studied  tho 
project  with  a view  toward  establishing  further  demonstration  Centura  elaowhcro 
in  southern  Kuro|>e. 

Another  Important  multilateral  program  h the  OEEC  scicntiflo  and  technical 
personnel  progrnm,  which  began  in  fiscal  voir  1068.  Its  main  objective  la  to 
increase  the  supply  of  scientific  and  technical  personnel,  largely  through  improving 
education  in  sclenco  and  mathematics,  cspecia'ly  at  the  secondary  school  level. 
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Thu  total  cost  of  this  program  (approximately  $1  million  for  IWnl  year  U)f>8)  ha* 
been  shared  tapially  between  the  United  States  and  the  OKMC  countries. 

The  NATO  science  program  luts  a somewhat  different  emphasis  but  also  alms 
at  overcoming  the  present  scientific  shortfalls  anti  at  furthering  scientific  eoojiera* 
tion  among  NATO  countries.  Initiated  in  the  current  lineal  year,  tlm  program 
stimulates  the  exchange,  ltd  ween  NATO  countries,  of  postgraduate  mid  post- 
doctoral students  of  pure  and  applied  science.  It  also  provides  for  short -term 
meetings  of  advanced  scientists  in  study  specific  problems  of  concern  to  the 
alliance  and  is  planning  a series  of  cooperative  scientific  research  projects. 

/Vapored  fixeat  i/tor  t!HH)  program » 

As  in  recent  years,  the  economic  assistance  program  proposed  for  Jxuropo  in 
fiscal  year  Illtill  is  directed  at  a few  sjiceinl  situations  related  to  strategic  II, H. 
interests.  The  StSI.II  million  proposal  is  17  percent  below  the  $7(1. tl  million  esti- 
mated program  for  fiscal  year  Mlfiltund  -lb  percent  he  low  the  program  in  fiscal  year 
Ifi/iK.  It  represents  a minimum  proposal  to  meet  these  interests  and  takes  fully 
into  account  the  prospective  operations  of  the  Development  Ismn  Fund,  the  pro- 
vision of  surplus  agricultural  commodities  under  Public  Law  181),  and  the  avail- 
ability of  foreign  currencies.  The  table  on  page  7 of  the  Kuropeun  regional  book 
details  the  proposal  for  the  Kuropcmi  area. 

As  previously  stated,  the  urogram  for  Simla  for  fiscal  year  11X1(1  iN  the  largest 
economic  program  proposed  for  Kuropo.  The  amount  proposed,  plus  tin*  surplus 
agricultural  commodities  supplied  under  Public  I, aw  -ISO  and  capital  assist- 
ance from  I’.S.  and  International  institutions,  is  necessary  to  strengthen 
Hpaia's  economy  so  (hat  it  can  contribute  to  I he  common  defense.  The  c ontinuing 
inflation  and  increased  jm|M>rln  have  virtually  exhausted  Spain's  foreign  exchange 
reserves  and  serious  problems  would  arise  without  F.S.  help. 

Tin1  defense  support  urogram  for  ilseai  year  ilhiO  will  help  the  Spanish  (iovern- 
meal  in  taking  the  rirrued  measures  and  in  cushioning  the  elfecis  such  a program 
is  bound  to  have  on  the  Spanish  economy. 

in  addition  Li  tin*  defense  siip|K>rl  program,  technical  cooperation  of  SI. 2 
million  is  promised  to  continue  to  narrow  the  gap  between  Spanish  industrial  and 
Hgrieultutid  leehnii|Ues  and  more  advanced  tcchiiic|iics. 

Thu  fiscal  year  I IX 10  program  for  Yugoslavia  proposes  a continuation  of  the 
special  assistance  and  technical  cooperation  programs  along  the  lines  of  recent 
years.  Some  essential  capital  needs  of  Yugoslavia,  among  them  projects  canceled 
l>v  the  Soviet  Union,  are  being  met  through  the  Development  I.tmn  Fund.  The 
pro|N>sc>d  special  assist  a lien  program  for  lineal  year  HUM)  takes  account  ot  tills  as 
well  as  tlu*  F.H.  agricultural  products  expected  through  Public  Law*  *4 Ht>  sales. 
This  combination  of  various  forms  of  ll.S.  assistance  will,  I believe,  riiahlu  Yugo- 
slavia to  continue  its  posture  of  independence  so  successfully  maintained  in 
previous  years. 

Failure  to  rust  ore  the  level  of  funds  for  sjieclal  assistance  would  probably  mean 
that  tiie  program  for  Yugoslavia  would  have  to  autfer  considerable  reduction. 

If  this  were  the  case,  the  limb'd  Hint  os  would  be  unable  (u  continue  to  assist  in 
providing  the  Yugoslav  economy  with  certain  commodity  imports  such  as  11.8. 
coking  coat,  These  commodities  cannot  be  financed  bv  other  P.8.  economic 
programs  of  which  Yugoslavia  has  also  been  a recipient, 

\V’e  also  propose  continued  supjtort  tor  Merlin  approximately  ns  In  last  year's 
program.  I do  not  think  l need  to  underline  the  statements  previously  advanced 
regarding  the  Importance  of  this  for  morale  purposes  ami  ns  a demonstration  of 
our  free  system.  Ah  In  previous  years,  we  ex|s*ct  that  the  dollar  funds  will  in* 
used  for  a see t Ion  402  sale  to  the  Federal  Republic  to  produce  dcutschcmarkH, 
thus  achieving  a multiple  purpose. 

Needless  to  say,  in  the  current  situation,  It  would  lie  a matter  of  considerable 
concern  to  be  forced  to  reduce  the  level  of  P.8,  assistance  which  we  have  pro|wscd 
for  Merlin.  Yet,  as  the  ICA  Director  has  pointed  out,  this  will  probably  result 
II  cuts  in  the  level  of  special  assistance  funds  are  not  restored. 

For  thp  multilateral  programs  a small  Increase  is  proponed  in  flsra!  year  19tM), 
bemuse  of  the  expansion  of  contributions  to  the  new  scientific  programs  under- 
taken in  the  past-  2 years.  Tho  program  for  the  Kuropean  Productivity  Agency 
remains  at  the  same  level, 

Among  future  activities  programed  under  the  OHKC  scientific  and  teehniral 
manjKiwer  program  are  the  establishment  of  apeciallrod  trnining  centers,  the 

tircimratinn  of  science  films  and  textbooks,  and  several  projects  for  improving 
laalc  education  in  the  leas  dcvclojicd  OICKC  countries. 
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The  NATO  science  program  is  to  lie  expanded  in  its  second  your  in  part  to  pro- 
tonic greater  efforts  In  cooperative  research.  In  Loth  the  NATO  and  OEEC 
»i>grunia  the  proposed  U.S.  contribution,  while  increasing,  would  bo  less  per- 
centagewise Hum  in  the  present  fiscal  year  due  to  inercused  European  contri- 
butions. 

A reduet  ion  of  amounts  available  for  multilateral  programs,  which  would  in  all 
probability  result  if  cuts  in  the  level  of  sjiecial  assistance  were  not  restored,  would 
create  serious  problems  for  these  programs.  All  three  are  geared  to  conlriimtiona 
on  a multilateral  basis  from  N ATO  and  OEEC  countries.  A reduction  in  any  one 
of  these  programs  would  inescapably  result  in  lessening  tile  incentive  on  I lie  part 
of  European  countries  to  lie  furthcoming  with  their  own  contributions.  Because 
of  the  difficulties  of  prorating  a reduction  among  the  three,  a cut  might  lend  to  the 
decision  to  eliminate  one  of  thorn  completely. 

CONCLUSION 

Tho  mutual  security  proposal  for  Europe  in  IfltlO  represents  a carefully  con- 
sidered selection  of  programs  which  arc  vital  to  U.S.  interests.  In  Spain,  internal 
economic  stability  would  contribute  to  the  continuing  successful  operation  of  our 
imiHirtant  complex  of  bases;  III  Yugoslavia,  the  country's  independent  stand 
before  Soviet  threats  is  based  upon  the  existence  of  ail  alternative  to  Soviet  trade 
and  aid;  in  Berlin,  U.S.  support  serves  as  a conslaiit  reminder  that  we  arc  dedicated 
to  the  preservation  of  liberty  in  the  center  of  Europe;  mid  in  the  multilateral 
programs  wo  promote  (lie  cohesive  ness  of  the  North  Atlantic  Community  by 

Iiarticipaling  in  activities  designed  to  develop  and  share  the  benefits  of  advanced 
; now  ledge  to  all  tho  free  world. 

] would  welcome  any  questions  which  you  may  Imvo  about  the  program. 


Statement  (ik  Maj.  Gen.  John  S.  Cerium?,  Director,  ErnopKAN  Heiiion, 

OmrK  of  this  Assistant  Bkchktary  ok  Defense  koh  International  Heciirjtt 

Akkaihs 

Mr.  Chairman  and  members  of  the  committee,  I am  happy  to  be  able  to  Appear 
before  von  today  to  augment  the  testimony  given  back  in  June  by  General  Nurstad 
on  military  assistance  for  NATO,  and  to  provide  further  information  ns  to  the 
funds  required  for  the  European  area  to  achieve  the  proposed  miiilury  assistance 
program  as  authoris'd  by  the  Congress  for  fiscal  year  JIKIO. 

Although  thi'  presentation  hooks  which  yon  have  deal  with  Europe  as  an  entity 
which. includes  Spain  but  excludes  Greece  and  Turkey,  I will  first  take  up  the  pro- 
posed program  for  all  of  the  NATO  nations  as  a group. 

In  terms  of  overall  U.S,  military  assistance  to  NATO,  it  should  be  noted  that  tho 
total  materiel  and  training  urograms  proposed  for  NATO  countries  this  year  add 
up  to  $714.5  million.  To  this  should  bo  added  the  innjor  share  of  an  additional 
1174.3  million  covering  five  other  worldwide  programs  which  will  benefit  NATO 
primarily,  but  are  largely  multilateral  or  comI  sharing  in  nature.  Those  programs 
represent  the  U.S.  contribution  to  NATO  infrastructure,  International  Military 
Headquarters,  mutual  weapons  development,  and  weapons  production,  as  well 
as  a small  amount  of  undistributed  equipment  for  aircraft  modernization  and 
certain  missile  units.  A summary  of  these  programs,  totaled  for  both  Europe  and 
NATO  as  separate  entities,  and  compared  with  tho  fiseul  year  lOfll)  programs,  is 
shown  in  tAble  I,  upjH'uded  hereto. 

As  General  Norslad  mentioned  to  you  during  his  appearance  before  your  com- 
mittee in  June,  an  examination  of  the  NATO  accomplishments  over  t he  past  10 
years,  and  tho  current  defense  posture  of  NATO,  speaks  well  for  the  post  judg- 
ment of  the  Congress  in  Its  support  for  appropriations  for  military  assistance  for 
this  vital  area.  Considering  the  situation  in  Western  Europe  at  the  inception  of 
the  MAE,  I feel  sure  that  no  oncwould  disagree  that  the  accomplishments  of  this 
alliance  would  have  been  out  of  the  question  but  for  U.S,  assistance.  Yon  will 
recall  General  Nors tad's  evaluation  tlmt,  after  10  vears  of  cifeetive  performance 
as  a deterrent  to  Communist  aggression,  the  NATft  force  posture  now  supported 
in  varying  degrees  by  the  military  assistance  program  would,  if  provided  L*y  tho 
United  Stub's  alone/  require  a UiS.  slice  of  some  31$  million  men  from  our  own 
Defense  Establishment  just  for  Europe. 

There  is  no  doubt  that  the  overall  U.S.  contribution  to  NATO  has  vastly 
exceeded  that  of  nnv  of  the  other  allies.  In  financial  terms  the  total  U.S.  effort 
exceeds  that  of  all  the  NATO  allies  together.  Without  the  participation  of  those 


MUTUAL  8ECURITT  APPROPRIATIONS,  1060 


241 


allies,  however,  the  IT. 8.  position  in  the  world  today  would  have  boon  Impossible. 
On  Uio  oilier  hand,  if  wo  had  ul tempted  to  dovolo  only  U.8.  resource*  to  accom- 
plish the  same  results  by  ourselves,  wo  would  doubtless  be  well-nigh  bankrupt 
today. 

As  it  is,  in  simple  terms  of  dollars,  the  annual  combined  defense  efforts  and 
cxjrenditures  of  the  European  NATO  countries,  including  Greece  and  Turkey, 
have  morn  than  doubled  during  the  past  10  years.  Measured  In  terms  of  their 
total  effort,  including  the  commitment  of  human  resources  and  the  total  effect 
upon  their  economies —that  is,  the  actual  effect  upon  their  standard  of  livings 
this  effort  has  had  far  greater  implications  than  simple  financial  comparisons 
might  indicate. 

We  do  feel  that  some  NATO  countries  could  and  should  do  more;  and  our  cur- 
rent and  proposed  military  assistance  urograms  evelmtn  many  categories  of  ma- 
teriel previously  programed  under  MAi’,  which  various  countries  have  agreed  to 
accomplish  from  their  own  resources. 

The  military  assistance  funds  include  in  our  proposed  fiscal  year  I SHU)  program 
for  NATO  are  confined  largely  to  achieve  two  general  goals.  The  first  is  to  oon- 
linuu  modernization  of  the  basic  equipment  and  weapons,  including  the  replace- 
ment of  World  War  II  equipment  and  the  progressive  introduction  of  modern 
nuclear  capable  armament.  In  most  countries  this  is  to  be  a cooperative  venture 
and  specific  cost-sharing  projects  are  now  being  increased.  (Example*:  Italy  and 
Germany,  current  NATO  lightweight  aircraft  production;  arrangements  now  in 
process  for  Kuropean  coordinated  production  ol  the  Hawk  and  Sidewinder  missiles, 
mutually  financed.) 

The  second  general  goal  is  maintenance  of  the  forces  now  in  being,  and  in  most 
cases  this  job  is  now  being  done  by  the  individual  allies. 

I cannot  express  too  strongly  the  necessity  for  funds  to  continue  timely  modern- 
ization of  the  forces  of  our  Kuri)|>euii  allies,  and  to  support  the  inainteimiieu  of 
equipment  currently  in  use,  where  it  is  beyond  country  capability  to  provide  for 
itsell.  Current  effectiveness  must  be  maintained  on  the  one  lianu,  and  improved 
measurably  on  the  other  in  order  to  provide  the  NATO  forces  with  the  necessary 
flexibility  to  cope  with  the  increasing  and  diverse  capabilities  of  the  Communist 
bloc. 

On  page  5 of  your  blue  presentation  book  for  Europe  you  may  wish  to  examine 
the  suiimuirv  of  our  individual  country  requests  for  fiscal  year  1 11(10.  These 
figures  include  both  the  conventional  and  advanced  weapons  allotments,  as  nearly 
as  they  could  ho  estimated  in  light  of  our  total  worldwide  MAP  request.  Local 
requirements  for  training,  spurn  parts,  nod  a profwrtionate  share  In  accessorial 
costs  (P.C.H.  A T.)  aro  also  included  In  the  total  shown  for  each  country. 

Of  the  MAP  funds  planned  for  the  NATO  countries  in  fiscal  year  19(10,  almost 
half  is  for  missiles  aim  training  in  their  use,  which  can  be  accomplished  only  by 
U.8.  means  In  the  period  for  which  they  are  required.  These  missiles  meet  only 
a part  of  the  time-phased  NATO  requirement,  but  their  inclusion  in  the  fiscal 
year  1 000  MAP  is  in  consonance  (1)  with  production  capabilities,  and  (‘2)  with 
our  estimates  of  country  capabilities  to  man  and  use  these  mure  complex  weapons 
effectively. 

Insofar  oa  conventional  equipment  is  concerned,  the  emphasis  is  on  improve- 
ment of  the  forces,  including  modern  aircraft.  We  propose  to  continue  the  pro- 
graming of  more  modern  aircraft  to  provide  for  improved  air  defense  and  anti- 
submarine warfare  capabilities  which  are  required  by  NATO  plans.  These  aro 
capabilities  which  these  countries  would  not  be  in  a jrasition  to  provide  from 
their  own  resources. 

Our  efforts  are  continuing  toward  provision  of  needed  assistance  hy  methods 
short  of  grant  aid.  These  efforts  at  present  take  the  form  of  mutually  financed 
joint  production,  such  as  the  ship  construction  agreement  recently  signed  be- 
tween the  United  Stales  and  Denmark,  to  accomplish  muoh-needeu  moderniza- 
tion. Other  such  arrangements  are  being  dcvelojted,  including  shin  construction, 
also  in  Norway  and  Portugal.  However,  each  effort  in  this  ami  similar  fields 
makes  it  clear  that  each  situation  must  be  treated  on  an  individual  basis,  taking 
into  account  Ibn  economic  capabilities  and  political  climate  in  eaeli  country. 

I believe  it  is  noteworthy  that  our  past  programs  for  missiles  and  missile  equip- 
ment. since  1966,  are  now  beginning  to  pnv  off  in  the  form  of  sulwtnntial  deliveries 
to  NATO  country  forces,  liy  the  end  of  December  this  yeur  more  than  111)  missile 
units  of  various  types  will  have  been  delivered  to  the  forces  of  ill  NATO  countries, 
Including  Belgium,  Denmark,  Franco,  Germany,  Greece,  Italy,  Netherlands, 
Norway,  Turkey,  and  the  United  Kingdom.  Deliveries  to  Italy  and  the  United 
Kingdom  will  include  I UUM’s.  These  and  each  of  the  other  countries  mentioned 
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will  also  have  received  one  or  more  of  the  Nike,  Honest  John,  Matador,  or  the 
Corporal  missile  units.  Ten  such  units  were  already  delivered  to  NATO  country 
forces  by  July  I,  10SI). 

These  missile  unit  deliveries,  which  aro  made  posslblo  by  the  completion  of  ex- 
tensive technical  training  and  long  Icudtimu  production  which  lias  beon  in  process 
for  over  2 years,  will  provido  the  European  NATO  countries  with  « battlefield 
retaliatory  capacity  to  counter  with  Increased  effectiveness  tho  threat  they  con- 
stantly face  because  of  their  proximity  to  tho  Iron  Curtain.  The  Department  of 
Defense  considers  that  the  funds  requested  for  Kurope  for  fiscnl  year  10)10  are  the 
very  minimum  essential  for  continuation  of  the  flow  of  military  assistance  neces- 
sary to  maintain  effectiveness  of  NATO  forces  to  deter,  and  if  necessary,  to  resist 
the  Soviet  threat. 

You  are  already  aware,  I believe,  of  the  Draper  Committee  recommendation 
that  substantially  greater  funds  I o made  available  in  fiscal  year  1000,  particu- 
larly for  snpiKirt  or  the  NATO  effort.  As  the  President  has  expressed  to  tho 
Congress,  the  Draper  Committee  report  makes  clear  tho  need  for  appropriation  of 
the  rail  amount  presently  requested,  and  tho  Department  of  Defense  hopes  that 
you  will  find  this  possible. 

This  concludes  my  general  statement,  I will  be  happy  to  answer  any  questions, 


Ta  bi.e  I, — Military  assistanre  programs  for  Europe  and  NATO 
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‘Includes  Greece  and  Turkey,  and  excludes  Spain. 


RELOCATION  Or  PERSONS 

Chairman  Hayden.  Is  there  anything  under  your  jurisdiction  that 
has  to  do  with  the  relocation  of  persona  who  have  fled  from  behind  the 
Iron  Curtain? 

Mr.  Kohler.  Yea,  sir;  we  do  not  directly  handle  this  in  tho  Euro- 

Eean  Bureau,  but  wo  do  work  closely  with  the  section  of  tho  State 
lepartment  that  is  in  charge  of  the  administration  of  the  refugee 
program. 

Chairman  Hayden.  I w«9  curious  to  know  whether  it  was  succeeding 
and  whether  we  wore  actually  finding  homes  for  thorn. 

Mr.  Kohler.  Mr.  Chairman,  I cannot  qualify  as  an  expert  on  this 
subject,  but  I havo  kept  myself  informed  and  I nave  been  very  happy 
about  the  progress  winch  has  been  made  in  relocating  the  people  who 
have  come  out  of  Hungary  into  Austria,  for  examplo,  ana  tho  mnnv 
refugees  in  Germany  and  in  finding  homes  for  them  all  over  tho  world. 
Since  its  establishment  in  1052,  tho  U.S.  escapeeprogram  has  resettled 
overseas  more  than  100,000  escapeeB  from  Communist  countries, 
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and  has  assisted  in  integrating  approximately  14,000  others  in  a 
country  of  first  asylum, 

I beliovo  that  the  program  must  continue  still,  hut  it  is  a relatively 
small  program  compared  to  its  big  days. 

I repeat  this  is  hearsay  on  my  part,  I am  not  in  charge  of  these  pro- 
grams, but  I have  been  personally  happy  about  them. 

Chairman  Hayden.  Are  there  any  questions,  Senator  Ellendcr? 
Senator  Ellender.  Yes,  I have  a few  questions,  Mr.  Chairman. 

I listened  to  your  statement  with  interest,  Mr.  Kohler,  and  I find 
it  proposes  nothing  new;  it  is  the  same  us  the  story  we  have  been 
getting  for  years,  and  that  is,  how  bud  things  nro  in  our  relationship 
with  tho  Soviet  Union. 

I notico  in  tho  first  paragraph  you  say  that  the  United  States  is 
now  at  one  of  tho  most  critical  points  in  its  relations  with  the  Soviet 
Union  since  tho  end  of  the  war. 

What  is  your  basis  for  that  statement? 

(I  HUMAN'  PROBLEM 

Mr.  Kohleh.  The  basis  of  that  is  the  challenge  that  was  made  to 
a vital  U.S.  and  Western  interest  in  Berlin  on  November  10  of  last 
year,  by  tho  chairman  of  the  Presidium  of  the  Soviet  Union  and  the 
subsequent  attempts  to  find  a settlement  of  this  problem. 

While  some  of  the  heat  has  gone  out  of  this  question  in  the  sense 
that  the  ultimatum  originally  scheduled  for  May  27  was  shelved  somo- 
what,  the  basic  position  of  tho  Soviet  Union  in  terms  of  its  challenge 
to  our  light  to  remain  in  Berlin  and  to  protect  two  and  a quarter 
million  West  Berliners  has  not  changed. 

Senator  Ellender.  Arc  you  not  rather  disappointed  to  find  that 
wo  are  in  a worse  condition  now  than  when  tho  program  started, 
notwitliatanding  almost  $80  billion  of  grant  and  loan  aid  we  havo  be- 
stowed on  our  friends  in  Europe  and  Asia? 

Mr.  Kohler.  No,  sir;  I would  not  agree  that  we  are  in  a worse 
position. 

Senator  Ellender.  That  is  what  you  say, 

Mr.  Kohler.  We  are  in  a better  position  to  deal  with  this  crisis, 
but  I,  nevertheless,  feci  that  it  is  a very  critical  situation  when  wo  have 
for  tho  first  time  sinco  really  the  Berlin  blockade  a direct  challenge  by 
the  Soviet  Union  to  a vital  Western  position. 

There  havo  been  a great  many  more  indirect  challenges,  hut  this  was 
a direct  one. 

Senator  Ellender.  Though  wo  have  spent  billions  since  1947,  and 
have  increased  the  capability  of  our  allies  in  Western  Europe,  I am 
very  much  surprised  and  really  disappointed  that  you  should  now  say 
that  wo  are  in  worso  shape,  tho  most  critical  position,  since  World 
War  II. 

Were  you  considering  our  own  economy  when  you  reached  that 
conclusiou? 

During  this  past  year,  we  have  gone  into  the  red  another  $12.5 
billion.  Our  debt  has  increased  by  the  billions  since  we  started  this 
program,  and  for  these  reasons,  Mr.  Secretary,  I am  afraid  that  we 
are  making  ourselves  so  weak  economically  that  Russia  will  eventually 
get  the  best  of  us.  Do  you  not  agree  with  that? 
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Mr.  Kohler.  No,  sir;  iiml  I think  wo  aro  discussing  a littlo  bit  two 
different  subjects.  I «m  not  saying  that  wo  aro  in  worse  shape. 
Senator  Ellkndek.  You  aro  not  saying  that  wo  aro  in  worse  shapo? 
Mr.  Kohler.  No,  sir;  I think  on  tho  contrary  that  wo  aro  facing  a 
critical  period  — 

Senator  Ellkndek.  I mean  economical Iv,  now. 

Mr.  Kohler.  I mean  economically,  militarily,  anything  olso. 


CRITICAL  I’KIIIOI)  IN  ONITKD  STATES  SOVIET  RELATIONS 


This  was  not  tho  intent  of  my  statement.  The  statement  is  that  in 
our  relationship  with  tho  Soviet  Union  wo  aro  in  a critical  period. 
Actually,  I think  that  our  strength  lias  so  developed  in  these  last  years 
since  tlie  war  that  we  are  in  a much  bel  ter  situation  to  deal  with  this 
crisis  and  with  this  direct  challenge;  and  in  fact, ! believe  that  there  are 
indications  that  our  strength  and  our  indicated  determination  and 
firmness  and  willingness  to  use  that,  strength  ns  it  exists  today  as  a 
result  of  all  these  programs  has  Imd  an  effect  on  the  Soviet  (nnuership 
which  is  plainly  not  pushing  this  matter  to  a head  in  the  terms  of  tho 
ultimatum  (hut  was  used  last  November. 

Senator  Ellknder.  I understand  that  you  wore  with  Vico  President 
Nixon  on  his  recent  trip? 

Mr.  Kohler.  Yes,  sir. 

Senator  Ellk.vdkk.  Were  you  impressed  with  wlnit  you  saw  in 
Russia? 


Mr.  Kohler.  Yes,  sir. 

Senator  Ei. lender.  Did  you  know  of  this  before  you  made  tho 
trio? 

Mr.  Kohler.  Know  of  which,  sir? 

Senator  Ellkvdkr.  The  conditions  existing  there  and  the  strength 
which  has  been  developing  in  Russia? 

Mr.  Kohi.kr.  I have  followed  tlie  Soviet  affairs  in  the  years  sineo 
I was  assigned  there.  I will  say,  frankly,  going  back  10  years  after 
I have  been  there,  J was  impressed  by  the  development. 

Senator  Ellexdkr.  I made  visits  to  Russia  for  .’l  successive 
years  after  Secretary  Dulles  stated  to  this  committee,  I believe  it. 
was  iu  the  spring  of  1 055  that  lie  fell  it  was  just  a question  of  time 
when  eomimmism  would  fade  out  in  Russia,  and  that  is  what  prompted 
me  to  go  to  Russia. 

I do  not  say  this  boastfully  but  the  information  I furnislied  the 
State  Department  is  on  all  fours  with  what  Mr.  Nixon  lias  given  to 
the  President  recently,  yet  no  advantage  was  taken  of  the  infor- 
mation I secured  in  1955,  1950,  and  1957. 

1 guess  I was  not  important  enough  to  warrant  any  attention. 

Nir,  Kohler.  No,  sir;  I think  your  reports  wore  very  welcome  to  us 
and  a very  valuable  contribution, 

Senator  Ellkndek.  But  nothing  was  done  about  it.  It  strikes  mo 
that  if  we  had  started  the  exchange  programs  ami  learned  more  about 
Russia  rut  her  than  curry  chips  on  our  shoulders,  we  could  have  made 
greater  progress,  much  greater  progress. 

But  now  wc  find  ourselves  going  backward  while  Russia  has  mado 
tremendous  advances  in  education,  scicnco,  aud  other  fields. 

When  1 say  “backward,”  1 mean  just  that.  If  wo  continue  spending 
as  you  aro  now  advocating,  air,  with  a present  debt  in  excess  of 
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$285  billion  and  a carrying  charge  in  interest  which  comprises  about 
1 1 percent  of  our  annua!  budget,  it  does  not  tako  a smart  man  to  know 
whom  it  will  loud  us. 

Do  you  agree? 


H HI.  ATIONH  or  KORNIfIN  AID  TO  DOMESTIC  ECONO  MV 

Mr.  Kohler.  No,  sir.  I am  not  competent  to  agree  with  it  to 
start  with.  I would,  however,  refer  to  the  fact  that  Secretary  Dillon, 
1 believe,  lias  discussed  this  subject  of  the  relationship  of  these  pro- 
grams to  our  domestic  economy  and  that  he  reaches  rather  different 
conclusions  than  you  have  just  stated. 

Senator  ICllknokk.  Ho  tries  to  justify  it  us  all  of  you  do.  The 
general  is  by  your  sido  to  justify  the  military  assistance  irrespective 
of  what  effect  it  may  have  on  our  economy. 

There  is  not.  much  effort  made  by  any  of  you  to  make  our  allies 
pay  what  they  should  pay. 

i am  sure  you  will  agree  with  mo  that  Europe  has  never  been  moro 
prosperous  than  she  now  is.  Do  you  agree  with  that? 


CONDITIONS  IN  WESTERN  EUROPE 

Mr.  ICoiiLftu.  Speaking  of  Western  Europe;  yes,  sir. 

Senator  Kllenukh,  Yes,  Western  Europe.  *fhoy  havo  never  been 
as  well  off  as  they  are  now. 

In  the  past  they  have  been  able  to  maintain  large  armies.  With 
alt  that  wo  huvo  made  available  to  them  why  can  they  not  curry 
thoir  own  loud?  We  are  expending  more  than  10  percent  of  our  GNi* 
for  defense  while  they  are  spending  only  3K  to  0 percent  of  theirs, 
notwithstanding  unprecedented  prosperity. 

Why  cun  we  not  make  them  pay  more?  Certainly  they  are  as 
interested  in  mutual  security  as  we  are. 

Can  you  tell  me  why  they  should  not  nay  more? 

Mr.  Kohler.  Senator  Ellender,  I would  appreciate  the  opportunity 
to  comment  on  this  subject.  It.  is  a very  important  ono  and  it  is 
ono  that  I have  tried  to  deal  with  in  fact  to  some  extent  in  my  open- 
ing statement. 

I think  the  first  tiling  that  I would  want  to  suy  is  that  this  is  a 
factor  of  which  we  on  the  executive  side  have  always  been  very 
conscious  and  which  I think  the  record  shows  we  have  been  conscious 
of  and  that  wo  havo  moved  on  ns  rapidly  as  circumstances  permit. 

DECLINE  IN'  U.8.  EXPEND ITC REA  FOR  AID 

The  NATO  expenditures  for  military  defense  havo  more  than  dou- 
bled since  I960  and  they  lmvo  been  maintained  over  the  past  few  years. 

Senator  Ellender.  Whose  expenditures? 

Mr,  Kohler.  The  total  NATO  expenditures,  expenditures  of  tho 
NATO  countries  on  their  own  military  defense. 

At  tho  same  time,  U.  S.  military  aid  has  declined  from  a high  of 
$3.2  billion  in  1953  to  now  under  a billion  dollars. 

In  the  economic  field,  from  the  billions  of  the  Marshall  aid  plan 
which  havo  now  had  their  results  in  the  picture  you  have  painted, 
we  havo  gone  down  to  where  we  practically  have  no  significant 
oconomic  programs  in  Europe. 
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Sonator  Ellknder.  No,  hut  wo  aro  paying  38  percent  of  their 
national  obligations,  that  is  wlmt  wo  aro  paying.  That  is  in  tho  record. 

Mr.  Kohler.  If  I may,  I would  liko  to  comment  further  on  tho 
other  aspect  to  your  question. 

Sonator  Ellknder.  All  right,  proceed. 

ioba  or  PARTNERSHIP 

Mr.  Kohler.  This  is  a partnership  wo  aro  engaged  in  and  tho 
direct  uso  simply  of  gross  national  product  percentage  figures,  I think, 
is  somewhat  mislcatfing. 

Sonator  Ellknder.  That  is  what  was  used  to  justify  aid  in  tho 
past.  I never  believed  it  was  a good  norm.  However,  since  it  was 
introduced  by  ICA  to  justify  aid  in  the  past  I supposo  it  should  be 
all  right  to  uso  it  now  to  justify  reductions. 

Mr.  Kohler.  I think  wo  havo  to  keep  in  mind,  Sonator,  that  in 
this  partnership  that  wo  have  to  haso  our  relationship  inevitably  upon 
some  concept  of  ability  to  pay  and  equality  of  sacrifice. 

There  has  recently  neon  prepared  a new*  table,  as  a matter  of  fact, 
which  figured  in  a pamphlet  which  I beliovo  was  issued  by  this  corn- 
mi  ttco  in  which,  starting  with  the  GNP  of  tho  military  expenditures 
on  a per  capital  basis  of  incomo. 

After  deducting  tho  military  expenditures  you  still  have  this  inordi- 
nate difference  in  tho  actunl  per  capita  income  of  tho  various  countries 
and  in  which  wc  come  out  very  far  ahead. 

Senator  Ellknder,  I believe  you  covered  that  in  your  statement. 
Mr.  Kohler.  Yes. 

Senator  Ellknder.  Tho  standard  of  living  in  France  is  not  tho 
same  os  hero.  They  do  not  havo  as  many  automobiles  as  we  do,  but 
they  can  live  more  cheaply. 

Mr.  Kohler.  I am  not  sure  that  any  Frenchman  who  wants  an 
automobile  has  got  ono. 

TAX  SITUATION  IN  EUROPE 

Sonator  Ellendkr.  In  your  statement  you  point  out  that  tho  taxes 
in  Europe  are  greater  than  ours.  Now,*  you  ought  to  know  bettor 
than  that. 

Mr.  Kohler.  Well,  air,  I can  submit  it  for  tho  record  because  it  is 
a fact. 

Senator  Ellbnder.  Tho  poor  people  might  have  a heavier  burden 
because  of  the  sales  and  exciso  taxes,  but  I can  assure  you  that  income 
taxes  are  not  higher  than  ours.  In  Franco,  in  Italy,  and  olso  in  Greece, 
tho  taxes  paid  by  tho  rich  people  there  are  much  less  than  we  pay  in 
America,  It  is  truly  scandalous. 

Thore  is  either  no  cfTort  made  or  tho  governments  aro  incompetent 
to  make  tho  people  who  earn  the  large  incomes  pay  what  wo  pay  here. 

I do  not  make  much  money,  but  I am  in  tlio  67  porcent  bracket. 
Why,  if  they  pay  33  percent  on  an  income  of  a million  dollars,  thoy 
are  paying  a big  tax.  That  is  what  1 am  complaining  about.  If  tho 
governments  oftheso  countries  made  the  peoplo  who  cam  tho  monoy 
pay  their  just  proportion  of  taxes,  they  would  not  bo  hero  asking  us 
for  borrowed  dollars. 

Mr.  Kohler.  Weil,  bit,  this  is  a question  of  the  method  of  collecting 
taxes  and  it  is  quite  true,  I think,  that  we  have  a more  cfFcctivc  ana 
a more  progressive  system  of  tax  collection. 
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In  terms  of  the  total  tax  burden  as  a percentage  of,  again,  the  gross 
national  product,  we  are  way  down  the  list  BtiH  with  Germany  and 
the  Netherlands,  Austria,  France,  the  United  Kingdom,  Norway,  Italy, 
and  West  Berlin,  too,  ahead  of  us. 

Only  in  Belgium,  Denmark,  and  Portugal  if*  the  tax  take  relative 
to  gross  national  product  lower  than  in  the  United  States. 

Senator  Ellender.  Well,  I am  not  going  to  go  into  any  discussion 
or  review  about  the  military  assistance  to  Belgium,  but  that  is  a 
country  that  ought  to  bo  able  to  help  herself,  yet  because  we  help 
others  wo  huvo  to  help  her. 

REQUEST  rod  TAX  TABLES 

Senator  Byrd.  Mr,  Chairman,  will  the  Senator  yield? 

Havo  these  figures  been  submitted  for  the  record,  the  figures  on 
these  countries  that  he  has  just  referred  to? 

Senator  Ellender.  No. 

Mr.  Kohler.  I would  be  glad  to  submit  those  two  tables  if  I might. 
Senator  Ellender.  Wlio  prepared  those  tables? 

Mr.  Kohler.  They  were  prepared  in  the  State  Department,sir. 
Senator  Ellendkr.  Whore  did  they  get  the  figures? 

Mr.  Kohler.  Well,  wo  have  a wholo  economic  sector  of  the  State 
Department  that  studies  these  things  very  closely.  I think  they 
could  show  the  sources  of  their  figures. 

Senator  Ellender.  When  you  state  that  the  ner  capita  tax  in 
France  is  us  great  as  ours,  do  you  take  into  consideration  the  state, 
municipal,  county,  and  other  special  taxes  paid  by  citizens  of  the 
United  States? 

Mr.  KonLEn.  There  is  a full  table  that  goes  into  that  in  great  detail, 
tho  total  tax  collections  of  national  and  local  governments,  too.  So 
we  can  submit  it  either  in  tho  small  table  or  in  full  detail. 

Sonator  Ellender.  Wo  keep  ours  separately.  Do  you  havo  that 
separate,  also? 

Air.  Kohler.  Wo  can  have  it  cither  way. 

Sonator  Ellender.  We  would  like  to  have  them  separated. 

You  stated  that  they  pav  more  taxes  than  we.  Dot  us  have  a com- 
parison of  the  taxes  on  all  levels, 

Mr.  Kohler.  That  is  what  I have,  Bir.  The  table  I have  in  front 
of  me  is  an  estimate  of  tho  total  tax  receipts  of  all  levels  of  govern- 
ment for  All  those  countries. 

Senator  Ellender,  Now,  you  mentioned  aid  to  Spain 

Senator  Byrd.  Excuse  me,  Mr.  Chairman.  Is  that  on  a per  capita 
basis?  I am  not  talking  about  tho  total  tax  receipts.  Are  wc  speak- 
ing of  per  capita? 

Mr,  Kohler.  It  is  percent  of  gross  national  product,  the  tux  take 
of  all  levels  of  government  as  percent  of  gross  national  product  of  the 
country. 

Sonator  Byrd.  Could  wo  havo  it  then  on  tho  basis  of  national 
income? 

Senator  Ellender.  Thoy  ought  to  havo  it  on  the  basis  of  national 
income. 

Sonator  Byrd.  Can  we  got  that  for  the  record? 

Mr.  Kohler.  I think  tho  table  I have  ready  is  a percent  of  gross 
national  product.  That  varies  relatively  little  from  a gross  national 
income  figuro,  of  course.  That  is  what  it  really  constitutes. 
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This  is  the  percentage  of  the  total  product  of  the  country  taken  by 
all  levels  of  government.  These  are  the  figures  I will  cite. 

I grant  that  all  statistics  can  be  subject  to  some  criticism.  This  is 
probably  the  best  basis  on  which  to  compare  the  tax  burden  that  falls 
on  the  whole  country. 

(The  information  referred  to  follows:) 


Ability  of  European  MATO  countries  to  pay  for  arms  they  receive  from  the 

United  States 


Qrose  national  product  per  capita 

Estimate 

Defense 

expenditures, 
1648  estimate 
(percent 
pose  national 
product) 

1648  estimated 
gross  national 
product  per 
capita  after 
defense  at. 
pcndlturee 
subtracted 

Benelux 

1,163 

1,010 

1,12* 

1,004 

430 

3.4 

1.142 

Denmark 

2.8 

1,011 

1,046 

671 

France 

6.8 

Clef  many 

3-* 

Italy 

3,6 

All 

831 

4.6 

760 

Norway 

1,137 

3.7 

1,064 

216 

Portugal 

m 

4.2 

United  Kingdom 

1, 178 

7.4 

1,060 

364 

Turkey 

381 

O reace 

330 

■Hi 

318 

Average.. 

863 

817 

United  States 

* 2,440 

16.4 

2,164 

i IMS  estimate  (IM7  price*), 


Fiscal  Year  1060  Military  Security  Program  for  Europe— Presentation 
to  Congressional  Committees 

WHY  CANNOT  NATO  COUNTRIES  PAY  FOR  ARMS  THEY  RECEIVE  FROM  THE  UNITE! 

STATIST 

1.  Most  of  the  materiel  Included  in  the  fiscal  year  1960  military  assistance 

ftrogram  for  Europcun  NATO  countries  consists  of  now  weapons  and  other  costly 
orce  modernization  items  which  can  now  l>o  procured  only  in  the  United  States. 
NATO  planning  is  luised  on  the  assumption  that  NATO  forces  will  he  equipped 
with  these  weapons  which  the  highest  NATO  military  authorities  consider  to  ho 
the  minimum  strength  which  NATO  must  have  to  fulfill  its  basic  mission. 

2.  The  costuof  these  weapons  Is  so  great  that  Kuropean  NATO  countries  do  not 
have  sufficient  funds  in  their  defense  budgets  to  procure  thorn  without  sacrificing 
other  elements  of  their  defenso  effort  which  are  also  essential  to  the  NATO  security 
system.  Except  for  Greece  and  Turkey,  Kuropean  NATO  countries  have  during 
tile  past  several  yearn  taken  over  increasing  responsibility  for  their  conventional 
maintenance  requirements  and  now  meet  the  hulk  of  such  requirements  with  their 
own  resources.  Moreover,  Kuropean  NATO  countries  are  entering  into  programs 
for  the  coordinated  production  of  certain  new  weapons  which  will  require  sub- 
stantial additional  outlays. 

3.  Despite  strong  political  and  economic  pressures  for  reductions  in  defenso 
spending.  Kuropean  NATO  countries  maintained  a level  of  defense  expenditures 
in  1958  (total  $13.3  billion)  equivalent  to  that  of  1957  ($13.-4  billion)  (see  tab  A). 
(The  slight  d^linc  from  $13.4  billion  to  $13,3  billion  i«  more  than  accounted  for 
by  a reduction  of  over  $300  million  in  German  defense  expenditures,  due  to  non- 
finanrial  factors  such  as  delays  In  selecting  modern  equipment  for  purchases  and 
in  military  construction.)  Indications  arc  that  the  1959-00  budgets  of  most 
European  NATO  rouutrics  will  at  least  compensate  for  increased  costs  In  wages 
and  material;  a few  countries  have  already  proposed  even  more  substantial 
increases  in  next  year’s  defense  budgets. 

4.  It  is  true  that  despite  the  recognized  improvement  in  their  economies  over 
the  past  several  years,  Kuropean  NATO  countries  Btill  devote  a smaller  percentage 
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of  their  gross  national  product  to  defense  than  the  United  States.  However,  tho 
presentation  of  defense  expenditures  as  a percentage  of  gross  national  pr  duct, 
while  convenient  statistically,  can  be  a misleading  standard  of  a country’s  defense 
effort.  The  smaller  the  gross  national  product  and  the  lower  tho  consumption 
level,  the  greater  Is  the  impact  on  a country’s  economy  of  a given  percentage  of 
gross  national  product  applied  to  defense.  The  average  per  capita  gross  national 
product  of  European  countries — even  after  adjustments  for  comparative  pur- 
chasing power  have  been  made— is  less  than  half  that  of  the  United  States;  the 
same  ratio  exists  between  consumption  levels  in  the  United  States  and  European 
countries.  Consequently,  countries  with  a lower  gross  national  product  may  bo 
making  an  equivalent,  or  even  greater,  sacrifice  for  defense  through  a smaller 

Kcrcentage  of  gross  national  product  devoted  to  defense  than  countries  with  a 
igher  national  Income. 

5.  Notwithstanding  their  lower  incomes  and  lower  consumption  levels,  Euro- 
pean NATO  countries  carry  a higher  average  tax  burden  (ratio  of  total  tax  receipts 
to  gross  national  product)  than  the  United  States  (see  tab.  B). 

6.  In  order  to  increase  defense  expenditures,  European  NATO  countries  would 
have  to  raise  taxes  or  cut  back  on  investments  or  on  other  nondefense  expenditures 
and  the  United  States  continues  to  encourage  such  Increases  to  the  greatest  extent 
possible.  However,  such  increases  are  politically  very  difficult  to  bring  about  in 
most  all  countries,  and  impossible  In  some.  It  must  be  kept  In  mind  that  the 
United  Stales  would  only  stand  to  lose  in  tho  last  analysis  if  new  taxeB  for  defenso, 
or  diversion  of  funds  from  other  sectors  of  the  budget  to  meet  defense  goals,  were 
to  produce  political  reactions  endangering  moderate  governments  or  strengthening 
Communist  or  neutral  trends. 

7.  It  is  true  that  the  level  of  Europeun  investment  in  recent  years  has  been 
proportionately  higher  than  that  of  the  United  8tatea.  Similarly,  Western 
Europe’s  overall  balance  of  payments  position  has  been  improving  whereas  that 
of  tile  United  States  showed  a large  deficit  last  year  (though  a substantial  part 
of  this  deficit  represents  U.S.  investment  abroad.)  However,  we  should  not 
forget  that  a primary  aim  of  U.S.  postwar  policy  has  been  the  promotion  of 
economic  stability  in  Western  Europe  since  a prosperous  and  expanding  Europe 
is  not  only  a form  of  insurance  against  Internal  political  extremism  but  also  con- 
tributes  to  a rising  level  of  free  world  economic  activity,  strengthens  the  economic 
foundations  of  NATO,  and  provides  dramatic  proof  that  free  economies  oan  grow 
without  tho  forced  Investment  characteristic  of  the  Communist  system.  Not* 
withstanding  the  high  level  of  investment  in  Western  Europe  in  recent  veais,  tho 
discrepancy  In  gross  national  product  between  the  United  States  and  European 
countries  is  still  great.  Western  Europe  is  now  emerging  from  a leveling  off  period 
and  to  resume  its  economic  growth  must  set  in  motion  expansionary  forces  without 
provoking  inflation.  Curtailment  of  investment  would  prevent  the  development 
of  expansionary  forces.  On  the  other  hand,  increased  defense  expenditures, 
superimposed  on  present  levels  of  investment,  would  increase  inflationary  pres- 
sures, jeopardize  recent  economic  gains,  and  retard  the  resumption  of  economic 
growth  which  is  In  tho  liost  intorest  of  tho  entire  free  world. 

8.  It  is,  of  course,  fitting  that  the  United  States,  along  with  the  rest  of  tho  freo 
world,  should  benefit  from  Europe's  improved  economic  situation.  The  United 
States  is,  therefore,  encouraging  N ATO  countries  to  Increase  their  defense  expendi- 
tures where  this  is  economically  and  politically  feasible.  It  is  also  working  to 
eliminate  European  discrimination  against  dollar  goods  and  is  seeking  to  elicit 
greater  European  assistance  to  (he  less  developed  areas  of  the  woild. 

9.  It  is  also  important  to  emphasise  that  the  defense  contributions  of  the 
European  NATO  countries  are  reflected  not  only  in  defense  budgets  but  also  in 
the  provision  of  buses  and  manpower.  Since  laud  utilization  is  a critical  problem 
in  Europe,  the  provision  of  large  ureas  for  base  and  other  facilities  represents  a 
considerable  sacrifice  on  the  part  of  our  NATO  allies.  Their  contributions  of 
military  manpower  In  situations  of  full  employment,  and  of  technical  and  scien- 
tific skills  in  generally  short  supply,  also  represent  sacrifices  of  productive  capacity. 

10.  Finally,  the  arms  supplied  to  European  NATO  countries  under  MAP  pro- 
vide tho  margin  of  assistance  which  is  essential  if  European  NATO  forces  arc  to 
reach  the  levels  of  effectiveness  required  by  NATO  plans.  The  importance  of 
effective  NATO  forces  hus  been  made  abundantly  clear  by  tho  testimony  of  tho 
highest  U.S.  military  authorities  and  by  tho  report  of  the  Draper  Committee. 
Without  U.S.  aid,  a large  portion  of  these  forces  would  lose  much  of  their  usefulness, 
Tho  extent  of  our  aid  should  be  determined  by  tho  degree  to  which  it  serves  U.S. 
security  interests. 
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Estimates  of  total  tax  receipts  of  all  levels  of  Government 

(In  millions  of  dollar  equivalents] 


IDW  or  1965-56 

| 1946  or  1946-67 

1947  or  1957-48 

1958  or  1958-40 

Amount 

Per- 

cent 

of 

gross 

na- 

tional 

prod- 

uct 

Amount 

Per- 

cent 

of 

gross 

na- 

tional 

prod- 

uct 

Amount 

Per- 

cent 

of 

gross 

na- 

tional 

prod- 

uct 

Amount 

Per- 

cent 

of 

gross 

na- 

tional 

prod- 

uct 

Belgium- Luxembourg 

2,264 

22.8 

2,344 

22.0 

2.826 

32.6 

2,475 

22.2 

Denmark ... . 

(i) 

901 

21.6 

1.047 

22.0 

21.9 

Franco 

12,  +58 

■LjTJ 

31.1 

16,267 

31.4 

17.402 

31.1 

Germany 

13,  755 

32.9 

14,969 

32.0 

16,411 

32.9 

32  5 

Italy 

Netlicrlwi<i3 

«,m 

26.7 

6,678 

27.6 

7, 023 

27.3 

28.0 

2,38 4 

2.  MO 

30.0 

3,042 

33.  1 

3,0.43 

33.4 

Norway 

1,024 

29.  a 

27.9 

1,138 

342 

28.9 

1, 160 
• 340 

29.2 

Portugal 

United  Kingdom  (calendar 
years) 

299 

10.3 

324 

16.6 

17.6 

16.7 

39.7 

19,778 

28.7 

17,856 

28,8 

18.620 

29.2 

Austria ... 

1,140 

29.9 

1.318 

31. 1 

1,491 

31.9 

1,  448 

31.3 

West  Berlin 

414 

20.3 

pfiJVTja 

28.0 

493 

27.5 

6)8 

25.7 

United  States 

96,  200 

34.7 

■ Ti^XVjl 

24.2 

113,300 

25.6 

110,200 

24.2 

i Not  available. 

* ICA/W  estimate. 

Relative  Tax  Burdens  or  United  States  and  Western  European  NATO 

Countries 

1.  In  most  Western  European  countries  tho  tax  burden  is  heavier  than  in  the 
United  States.  The  most  useful,  and  most  readily  available,  measure  of  tax 
burdeu  is  the  ratio  of  total  tax  receipts  to  gross  national  products  (ONI*).  It 
is  clear  from  the  attached  table,  covering  II  European  NATO  countries,  that  in 
all  except  3 the  tax.burden  is  significantly  higher  than  in  tho  United  States;  tho 
ranking  below  highlights  this  relationship. 


Ratio  of  tax  receipts  to  ONP,  1968  or  1958-59 


Country 

Ptrunt 

Germany 

..  32,  5 

Netherlands 

. . 32.  4 

Austria 

..  31.3 

Franco 

..  31.  1 

United  Kingdom..., 

_ _ m «»«  m „ 

..  2a  0 

Norway 



...  29.  2 

Counirt  Ptrunt 

Italy. 28.  0 

West  Berlin 25.7 

United  States 25.  2 

Belgium-Luxoinbourg 22,  2 

Denmark - * 21,0 

Portugal . 10.7 


Also,  since  moat  Western  European  countries  rely  muoh  more  heavily  than  the 
United  States  on  Indirect  taxes,  tho  impact  of  taxes  is  proportionately  more  severe 
for  the  majority  of  tho  people,  in  lower*  and  middle-income  groups. 

2.  There  have  been  no  significant  changos  over  tho  post  soveral  years  In  lovels 
of  tax  rates  in  Western  Europe,  although  a few  slight  reductions  havo  occurred, 
usually  In  order  to  reduce  the  restrictive  effect  of  earlier  increases  in  certain 
selective  taxes,  o g.,  Investment  taxes,  Imposed  for  anti-inflationary  purposes. 

3.  The  tax  burden,  however — the  ratio  of  tux  receipts  to  ONP— has  increased  in 
most  countries  over  tho  postwar  period.  ECE  studies  indicate  that  from  1950-60 
"broadly  speaking,  it  seems  that  higher  indirect  and  direct  tax  burdens  wero 
associated  with  increases  in  the  share  of  public  expenditure,  flrst  for  defense,  in 
the  years  following  tho  Korean'war,  and  theu  for  other  purposos  * * *”  1 

4.  Tho  attached  table  provides  dotal!  as  to  tho  changos  in  tho  tax  burdon  over 
the  period  subsequent  to  1956.  In  all  except  West  Berlin  tho  current  ratio  is 
higher  than  in  1060;  for  tho  United  States,  however,  thero  was  no  increase. 

5.  Compared  to  last  year,  however,  tho  tax  burden  declined  slightly  except  In 
Italy,  Norway,  and  the  United  Kingdom;  it  Also  declined  in  the  United  States. 
This  is  not  surprising,  of  course,  in  viowof  the  slight  recession  in  Western  European 
economic  activity  during  1958.  Any  slowing  down  of  activity  and  income  Is 
reflected  in  recoipts  from  taxes  levied  on  incomes  and  profits  ana  more  markedly 
in  receipts  from  customs  duties  and  indirect  taxes. 


1 Economic  Bulletin  tor  Europe,  May  IMS,  vol.  10,  No.  1,  p.  25. 
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Defense  expenditure*  and  QNP of  NATO  countries,  1958-68 


{Dollar  amounts  In  millions] 


Defence  expenditures ' 

Private 
eonsurnp- 
tlon  per 
capita, 
1088* 

1038 

(percent 

GNP) 

1088 

1087 

1018> 

Expend- 

iture* 

Percent 

GNP 

Expend- 

itures 

Percent 

GNP 

Expend- 

itures 

Tercent 

QNP 

Delta  um.Luxem. 

bourn 

2.  ft 

1340 

3.8 

*376 

3 4 

1 T:'*| 

■n 

*1,103 

*834 

Denmark 

.9 

136 

3.1 

147 

3.1 

rad 

■WtTTil 

702 

France _ 

8.6 

3,  408 

7.0 

3, 714 

7.6 

HTil 

rail 

■ RwJ 

783 

Germany  (FGG)... 

18.8 

1,717 

3.7 

2,134 

4.3 

Ku 

■fctM-l 

880 

Italy  — 

6.0 

»34 

4.0 

978 

3.0 

liiBIfiil 

8.6 

mmxM 

858 

KetWUndi., 

2.3 

488 

8.8 

486 

68 

460 

4.0 

8*1 

611 

Norway 

.0 

138 

3.7 

147, 

37 

145 

8.7 

1,137 

960 

Portugal 

3.7 

Immmm  '1 

4.  t 

83 

4.2 

88 

227 

180 

United  Kingdom... 

6.1 

4,788 

8.2 

4,720 

7.6 

4,800 

1,173 

770 

Greece 

138 

6.3 

148 

6.8 

158 

336 

252 

Turkey. 

K21 

414 

4.8 

478 

an 

510 

381 

288 

Total  European 

SB 

■ 

NATO 

12, 674 

60 

13408 

13278 

866 

866 

Caned* 

■n 

1,883 

6.4 

1,829 

5H 

1,800 

6.6 

1.683 

1,106 

Un  ted  States 

1.2 

41,773 

10.1 

44,  M3 

10.8 

48,480 

10.4 

2,410 

1,630 

' Sued  on  NATO  definition, 
* tOA  estimates. 


U.8.  AID  TO  SPAIN 

Senator  Ellender.  I would  like  you  to  present  it  on  a realistic 
basis. 

Now,  let  us  refer  to  Spain.  We  have  given  Spain  much  money  in 
the  past.  According  to  your  justifications  the  requirements  for  Spain, 
to  meet  an  ostimatoa  balance  of  payments  gap  is  $220  million. 

In  order  to  eliminate  this  gap.  you  propose  to  let  Spain  have  $130 
million  under  Public  Law  480  sales. 

From  other  sources,  such  as  Eximbank,  DLF,  and  IBRD,  you  expect 
to  defray  another  $50  million  of  this  deficit  which  leaves  a deficit  of 
$40  million  to  be  covered  by  grant  and  under  defense  support. 

The  $40  million  of  defense  support  will  be  expended  as  follows:  $15 
million  for  cotton  and  soybeans  purchases  under  section  402. 

Fertilizer.  $3  million. 

Industrial  raw  materials,  $12  million. 

Industry  and  transportation  equipment,  $5  million. 

And  agricultural  equipment,  $5  million,  and  $3  million  of  this 
amount  will  be  used  for  spare  parts. 

Now  what  further  justification  do  you  have  for  thi9  amount  of  $40 
mUlion? 

Mr.  Kohler.  Well,  sir,  there  are  some  elements  to  the  Spanish 
story  that  need  to  be  added  here,  We  have  with  Spain  tho  baso 
agreements  under  which  we  have  the  use  of  very  important  bases. 

Senator  Ellender.  Wo  also  have  many  people  there  who  stimulate 
tho  Spanish  economy. 

Mr.  Kohler.  Actually,  I have  heard  it  said  oven  that  in  some  ways 
wo  were  responsible  not  for  improving,  but  for  complicating  Spanish 
economy  by  our  coming  in  and  our  expenditures  and  by  the  infla- 
tionary spirals  which  some  of  this  led  to,  so  that  our  aid  has  been 
calculated  with  these  commodities  to  prevent  inflation  and  to  develop 
a stable  economy  in  Spain. 
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Since  the  preparation  of  the  books  that  you  have  cited  in  fact  this 
has  come  to  a rather  critical  situation,  just  lost  month,  in  July,  which 
engoged  the  attention  of  the  IMF  as  well  as  the  sectors  of  the  U.S. 
Government  and  also  of  the  OEEC,  the  Organization  for  European 
Economic  Cooperation. 

So  that  a major  stabilization  program  was  undertaken  and  an- 
nouneed  to  tho  public  in  July. 

Spain  had  tried  to  control  inflation  not  only  by  tho  sale  of  com- 
modities that  wo  provided  and  by  other  methods,  but  also  by  develop- 
ing an  elaborate  and  complicated  structure  of  multiple  exchange  rates 
and  all  of  this. 

As  a result  of  the  stabilization  deal  done  in  July,  which  was  an- 
nounced to  the  press  by  tho  Department,  and  I think  it  might  be  of 
interest  to  have  a copy  of  that  in  tho  record,  Spain  agreed  to  undertake 
monetary  stabilization  and  a lot  of  economic  reform  measures  and  in 
return  international  credits  totaling  $375  million  actually  are  being 
made  available. 

Chairman  Haydev.  Without  objection  that  may  go  into  tho  record. 

Mr.  Kohler.  I will  be  glad  to  supply  that. 

(The  information  referred  to  follows:) 

International  oredita  amounting  to  $375  million  to  assist  the  Government  of 
Spain  in  carrying  through  its  financial  and  economic  stabilization  program,  aro 
being  announced  today,  at  tho  conclusion  of  negotiations  between  the  Spanish 
Government  and  the  International  Monetary  Fund,  the  Organization  fur  European 
Economic  Cooperation,  the  If. 8,  Government,  and  private  banks  in  the  United 
States, 

The  discussions  in  the  United  States  were  completed  with  the  visit  to  Wash- 
ington Inst  week  of  the  Spanish  Minister  of  Commerce,  Sr.  Don  Alberto  Ullustrcs, 
and  other  Spanish  officials,  who  held  talks  with  the  International  Monetary  Fund 
and  also  with  the  Secretary  of  the  Treasury,  Mr.  Robert  H,  Anderson;  the  Acting 
Secretary  of  State,  Mr,  Douglas  Dillon;  the  President  of  the  Export-Import  Hank 
of  Washington,  Mr.  Samuel  Waugh;  the  Director  of  the  Internctionnl  Cooperation 
Administration,  Mr.  James  W.  Rlddleberger;  mid  the  Acting  Managing  Director 
of  the  Development  Loan  Fund,  Mr.  Robert  H.  Meniipare. 

The  U.S.  Government  has  expressed  its  support  for  the  Spanish  program  which 
is  designed  to  contribute  to  the  continued  expansion  of  the  Spanish  economy  in 
conditions  of  stability.  The  program  involves  both  Internal  and  external  mensurea 
intended  to  contribute  to  financial  stability  within  Spain,  ns  well  as  to  eriuilihrtum 
in  the  Spanish  external  accounts  together  with  a high  level  of  foreign  trade.  In 
addition  to  internal  fiscal  and  monetary  measures,  the  new  steps  include  an  im- 
portant- advance  In  trade  liberalization  on  a nondiscriminalory  basis,  unification 
of  the  exchange  rate,  and  establishment  of  a pnr  value  for  the  peseta.  The  new 
Spanish  program  is  described  in  detail  in  the  statement  being  issued  today  by  the 
Spanish  Government. 

Tho  U.S.  Government,  also  warmly  welcomes  the  accession  by  Spain  to  full 
membership  In  the  Organization  for  European  Economic  Cooperation,  announced 
today  in  Pnris,  The  United  States  is  confident  that  Spanish  membership  in  the 
OEEC  will  ho  of  great  value  in  promoting  closer  economic  relations  between  Spain 
and  the  other  17  European  member  countries. 

In  view  of  the  program  adopted  by  Spain,  the  OEEC  has  agreed  to  extend  to 
Spain  credits  equivalent  to  $100  million  out.  of  the  resources  of  the  European  Fund; 
the  International  Monetary  Fund  has  agreed  to  make  available  to  Spain  the 
equivalent  of  $75  million;  and  financial  facilities  will  be  provided  from  the  U.S, 
sources  amounting  to  about  $200  million. 

The  financial  facilities  to  bo  provided  to  Spain  from  U.S.  sources  will  consist 
of  the  following: 
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U.S.  Government: 

Defense  support  assistance  during  fiscal  year  1960,  subject  to 

congressional  appropriations $40,  000,  000 

Assistance  to  he  extended  by  the  Hxport-Iniport  Bank  for 

loans  on  industrial  projects  already  understudy..* 30,  000,  000 

Sale  to  Spain,  for  payment  in  pesetas,  of  agricultural  products 
to  be  agreed  upon,  pursuant  to  Public  Law  480,  estimated 
at  an  export  value  of 60,  000,  000 

Total 130,000,000 

Privato  bank  credits  totaling  about. 70,  000,  000 

Total 200,000,000 

The  Export-Import  Bank  is  prepared  to  consider  other  project  applications 
from  Spain  after  tiro  $30  million  in  credits  described  above  is  utilized.  In  addi- 
tion, further  projects  are  presently  under  consideration  by  the  Development 
Loan  Fund, 

The  U.S.  Government  has  «lxo  agreed  to  the  use  of  7.4  billion  pesetas  (equivalent 
to  $123.3  million  at  the  new  par  value)  drawn  from  the  local  currency  proceeds  of 
U.S.  programs  for  Spain,  to  assist  in  financing  tho  Spanish  investment  budget  for 
1959.  This  is  intended  as  a further  contribution  to  the  Spanish  stabilization 
program, 

AID  TO  SPAIN  FROM  VARIOUS  SOURCES 

Mr.  Kohler.  Tim  is  an  international  deal,  and  of  tlio  total 
program 

Sonator  Ellender.  Who  is  involved  in  this  international  deal? 
Mr.  KoHi/un.  I will  give  you  tho  picture,  sir. 

In  viow  of  this  economic  reform  program  that  the  Spainards  have 
undertaken  tho  OEEC  lias  agreed  to  extend  to  Spain  credits  equivalent 
to  $100  million  out  of  the  resources  of  the  European  Fund. 

Tho  International  Monetary  Fund  has  agreed  to  mako  available 
to  Spain  tho  equivalent  of  $75  million  and  financial  facilities  will  bo 
provided  from  the  U.S.  sources  amounting  to  about  $200  million. 

Tho  U,S.  share  as  contemplated  for  tho  support  of  tlxia  economic 
stabilization  program  in  Spain  breaks  down  as  follows: 

Defense  support  assistance  during  fiscal  I960,  subject  to  congres- 
sional appropriation,  $40  million.  That  is  tho  $40  million  we  were 
talking  about. 

Assistance  to  bo  extended  by  Export-Import  Bank  for  loans  on 
industrial  projects  already  under  study,  $30  million. 

And  sale  to  Spain  for  payment  in  pesetas  of  agricultural  products 
to  bo  agreed  upon  pursuant  to  Public  Law  480,  estimated  export 
value  of  about  $00  million. 

Then  it  is  anticipated  that  there  will  also  bo  privato  U.S.  bank 
credits  of  about  $70  million  and  in  addition  to  this  program  as 
announced  there  will  ho  about  $45  million  refinancing  of  bilateral 
outstanding  credits  that  Spain  owes  to  other  European  countries. 

Sonator  Ellender.  Then  tho  justifications  previously  submit  ted  to 
tho  committee  no  longer  apply  to  tho  newly  developed  situation. 

Mr.  Kohler.  It  has  all  become  now  a part  of  the  major  effort 
really  to  stabilizo  the  Spanisli  economy  whieli  has  been  limping  along 
for  many  years  with  just  U.S.  assistance. 

Now,  wo  hnvo  the  Europeans  interested  in  this. 
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EUROPEAN  ECONOMIC  COMUUNITT 

Senator  Ellender.  How  much  will  wo  give  to  the  OEEC?  We 
aro  part  of  that,  too,  are  we  not? 

Mr.  Kohler.  No,  that  is  European,  sir. 

Senator  Ellender.  Where  will  that  assistance  come  from?  What 
countries? 

Mr.  Kohler.  From  the  member  countries,  the  European  countries 
who  are  members  of  the  OEEC,  which  is  the  organization  which  has 
continued,  since  it  started  a3  the  old  Marshall  plan  organization. 
Senator  Ellender.  Yes,  but  we  are  in  thero  some  way. 

Mr.  Murphy  knows  about  that,  I am  suro. 

Mr.  Murphy.  Senator,  you  are  referring  to  tho  European  Payments 
Union  to  which  the  Marshall  plan  did  make  contributions  over  the 
years. 

Senator  Ellender.  How  about  the  OEEC,  wo  contribute  to  it? 
Mr.  Murphy.  No,  sir;  this  is  something  entirely  different.  The 
OEEC  funds  which  Mr.  Kohler  mentioned  are  funds  of  tho  nations 
themselves,  Senator. 

Sonator  Ellender.  Do  wo  not  contribute  somo  funds  to  that  or- 
ganization? 

Mr.  Kohler,  Wo  have  an  aid  program  that  comes  under  that, 
but  it  is  a small  technical  cooperation  program. 

Sonator  Ellender.  I know  that,  but  I am  saying  wo  are  a party 
to  it. 

Mr.  Kohler.  No,  sir;  we  are  not  a party  to  it.  Wo  aro  in  partner- 
ship on  two  programs. 

Mr.  Murphy,  We  have  a million  and  a half  dollars  for  technical 
cooperation. 

Senator  Ellender.  That  is  what  I was  thinking  of. 

Mr.  Murphy.  But  that  is  not  associated  with  this  Spanish  effort 
at  all.- 

Sonator  Ellender.  But  the  money  comes  through  OEEC.  If  it 
doesn’t  then,  whero  will  the  monoy  come  from? 

Mr.  Murphy.  As  Mr.  Kohler  Has  indicated,  from  the  resources  of 
tho  European  countries. 

Sonator  Ellender.  What,  countries?  Do  you  have  them? 

Mr.  Ivohler.  I don’t  have  a breakdown  on  that. 

Senator  Ellender.  How  much  will  they  contribute? 

Mr.  Kohler.  $100  million. 

SALES  UNDER  PUBLIC  LAW  430 

Senator  Ellender.  $100  million.  Well,  then,  you  could  eliminate 
the  sales  under  Public  Law  480. 

Mr.  Kohler.  No,  sir;  that  is  our  part  of  this  program.  I may  say 
that  the  reason  I am  vory  anxious  to  bring  up  this  major  economic 
program  which  has  been  undertaken  on  an  international  basis  with 
the  European  countries,  with  tho  IMF  as  woll  as  with  ourselves,  was 
that  heretofore  our  aid  to  Spain  has  boon  a sort  of  stopgap  effort  to 
try  to  keep  the  inflation  from  getting  out  of  hand. 

Now  what  wo  are  doing  on  an  international  cooperative  basis  is  to 
try  to  stabilize  tho  economic  situation. 

Senator  Ellender.  All  right,  I am  glad  to  hear  that. 
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Now  under  your  justifications,  the  estimated  balance-cf-paymcnts 
gap  is  $220  million, 

Now  is  there  some  way  under  the  now  plan  whereby  the  $40  million 
of  defense  support  can  be  absorbed? 

Mr.  Murphy.  Senator,  at  this  point  may  I interject  here,  the  loans 
that  you  refer  to  in  tho  justification  are  IBRD  loans  as  originally 
planned.  Thoy  aro  not  from  the  Export-Import  Bank  and  DLF. 

Senator  Ellender.  Well,  it  is  a bank  whether  it  be  DLF,  Ex-Im, 
or  IBRD. 

Mr.  Murphy.  Yes. 

Senator  Ellender.  All  right,  they  will  get  $50  million  from  the 
IBRD. 

Mr.  Murphy.  I think  it  would  be  easier  to  understand,  Senator,  if 
I first  could  make  it  plain  that  tho  justifications  which  were  prepared 
in  February  had  an  entirely  different  basis  for  preparation  than  we 
are  now  talking  about  as  a result  of  this  new  international  effort. 

BREAKDOWN  OP  U.8.  EXPENDITURES  IN  SPAIN 

And  in  order  to  get  it  in  perspective,  I would  suggest  that  Mr, 
Sause,  who  is  our  program  omcor  for  Europe,  give  you  the  detailed 
breakdown  of  the  $200  million  which  is  expected  to  come  from  the 
United  States  and  which  would  represent  a portion  of  the  $375  million 
total  that  Assistant  Secretary  Konlor  has  referred  to  as  the  interna' 
tional  effort. 

Mr.  Sause  can  do  that  and  I am  sure  clear  up  any  question  you  have. 
Mr.  Sause.  As  Mr.  Murphy  pointed  out,  this  was  prepared  in 
February  before  wo  had  the  complete  details  of  this  package  program 
which  has  been  arranged  multilateraliy  between  the  OEEC,  IMF, 
and  in  concert  with  tho  United  States. 

One  of  the  things  that  Spain  undertook  to  do  as  a condition  of  this 
package  program  was  to  liberalize  its  foreign  trado.  Heretofore,  as 
you  know,  the  Spanish  imports  wore  very  strictly  controlled  and  you 
had  to  get  a license  for  each  and  every  import. 

LIBERALIZATION  OP  SPANISH  POREtON  TRADE 

One  of  the  conditions  that  Spain  had  to  accept  in  this  stabilization 
program  was  a fairly  significant  liberalization  of  its  foreign  trado; 
that  is,  that  importers  could  go  without  previously  securing  a license 
and  import  certain  commodities. 

So  that  tho  effect  of  this  stabilization  program  in  tho  first  instance 
will  be  actually  to  increase  this  deficit  which  we  indicated  in  February 
before  we  knew  for  certain  that  Spain  was  going  to  liberalize  its  trade. 

Senator  Ellender.  By  liberalizing  its  trade  the  balance  of  pay- 
ments will  be  increased  from  $220  million  to  what  amount? 

Mr.  Sause.  I cannot  give  you  an  exact  estimate  at  this  moment. 
Senator  Ellender.  You  should  be  prepared. 

Mr.  Sause.  It  is  much  higher  than  $220  million.  I would  have  to 
refer  to  the  International  Monetary  Fund  statement  and.  the  OEEC 
statement  as  to  what  they  expect. 

Senator  Ellender.  I wonder  if  wo  could  have  a statement  put  in 
the  record  here  as  to  what  is  the  expected  balance-of-payment  gap, 
and  how  you  expect  to  meet  it. 

Mr.  Sause.  Yes,  sit. 

42001—09 IT 
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(The  information  reforred  to  follows:) 

Spanish  balance  of  payments  estimates — Changes  resulting  from  adoption  of  the 
stabilization  program,  fiscal  year  I960 


[In  millions  of  dollars] 


Revised 

Exports 

MO 

870 

-1,150 

Imports... 

— Mid 

Total 

-320 

-180 

230 

Net  services  and  capital 

100 

Estimated  balanoe-of-paymeut  gap 

-220 

—260 

Sources  o(  fluanclug: 

1‘ublto  Iaw  <80,  titles  I and  lit 

130 

go 

Dr  (ease  support 

40 

40 

Other' 

60 

120 

Total 

230 

260 

> DLF,  Kx-Iiu,  IMF,  OKEC,  mid  private  U.S.  banks. 

Nor*.— Neither  pro  cetlon  assumes  art  Increase  during  fiscal  year  19001a  Spanish  foreign  eichauge  reiscrves 
from  the  It  present  precariously  low  level. 


The  stabilization  program  is  expected  to  havo  both  positive  and  negative  effects 
on  the  Spanish  balance-of-puy meats  position  during  the  coming  year.  As  the 
above  comparison  Indicates,  export  earnings  should  increase  somewhat.  A large 
increase  in  import  payments  is  expected  since  one  of  the  conditions  imposed  by 
the  IMF  and  GEEC  was  that  a largo  portion  of  Spanish  imports  would  bo  liberal- 
ized (i.e.,  quantitative  restrictions,  limiting  imports  heretofore,  should  be  re- 
moved). Receipts  from  tourism  (included  under  "net  services  and  capital’’) 
should  more  than  double,  according  to  the  Spainsh  authorities,  since  tourists  will 
purchase  pesetas  at  the  now  official  exchange  rate  rather  than  obtain  them  from 
unofficial  sources.  Tho  net  result  of  these  changes  is  a somewhat  larger  balance 
of  payments  deficit  before  taking  account  of  stabilization  aid  receipts. 

Reflecting  the  more  favorable  crop  situation  in  Spain,  the  estimate  of  sales  of 
surplus  agricultural  commodities  under  title  I of  Public  Law  480  has  been  revised 
downwards.  Tho  estimate  of  defense  support  remains  unchanged.  While  tho 
estimate  of  "other"  receipts  has  been  more  than  doubled,  it  will  be  noted  that 
the  figure  is  still  less  than  tho  recently  announced  amount  of  loans.  (The  an- 
nouncement stated  that  the  IMF  would  provide  $75  million,  the  OKEC  countries 
through  the  European  Fund  $100  million,  tho  Export-Import  Bank  $30  million, 
and  New  York  banks  $70  million.)  Tho  nmount  shown  in  the  above  table  is 
estimated  disbursements;  the  announcement  stated  amounts  of  additional  drawing 
rights.  These  drawing  rights  are  not  expected  to  be  fully  utilized  during  the 
coming  year.  For  example,  disbursements  under  Export-Import  Bank  and  DLF 
loans  are  generally  spread  over  a 2-  to  3>ycar  period. 

Ain  UNDER  PUBLIC  LAW  180  PROGRAM 

Senator  Ellender.  Of  course,  j'ou  havo  not  overlooked  the  fact 
that  Spain  has  received  through  fiscal  year  1959  a total  of  $392,050,000 
under  Public  Law  480. 

Mr.  Sause.  That  will  he  taken  into  account. 

Senator  Ellender.  And  you  contemplate  in  I960, million 

dollars  more? 

Mr.  Sause.  In  Public  Law  480,  title  I. 

Sonator  Ellender.  That  is  correct,  is  it  not? 

Mr.  Sause,  Yes. 

Senator  Ellender.  And  all  that  comes  from  us? 

Mr.  Sause.  That  is  right. 
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Senator  Kllender.  In  addition  you  are  requesting  MO  million  for 
defense  support? 

Mr.  Sause.  Yes,  sir,  because  this  is  one  part,  this  h one  of  the  weak- 
nesses of  the  Spanish  program. 

Senator  Ellendeh.  What  about  balance  of  payments,  Mr.  Kohler? 
For  the  first  time  since  the  Civil  War,  as  I indicated  on  the  Senate 
floor,  we  had  ft  deficit  balance  of  payments  last  year  in  excess  of  $3 
billion.  How  will  we  make  up  that  deficit?  Can  you  tell  me? 

Mr,  Kohler.  I am  not  qualified  to  answer  that  one,  Senator. 
Senator  Kllender.  I do  not  expect  you  to  be  qualified,  but  you 
can  do  it  for  other  countries. 

Hero  we  arc  giving  our  borrowed  dollars  to  help  Spain  meet  her 
balance  of  payments  while  we  have  a deficit  balance,  of  payments. 
I do  not  understand  how  you  people  can  stand  for  that. 

I am  through,  Mr.  Chairman. 

Chairman  Hayden.  Senator  Kefauver? 

CONTRIBUTIONS  OF  OTHER  NATIONS  TO  NATO 

Senator  Kefauver.  Mr.  Kohler,  have  you  put  in  the  record  hero 
just  whftt  contributions  various  other  NATO  countries  are  making  in 
the  way  of  monetary  contributions  to  the  NATO  effort? 

General  Guthrie.  Senator,  if  I might  answer  that,  sir,  this  question 
was  raised  at  the  time  General  Norstad  appeared  before  this  committee 
Upon  his  departure  we  did  submit  for  the  record  of  that  hearing  a 
paper  which  does  give  the  eonlributious  of  the  other  countries. 

Senator  Kefauver,  Do  you  have  an  extra  copy  of  (hut  I could 
examine? 

General  Guthrie.  I have  just  the  one  with  mo,  sir,  if  you  would 
like  to  refer  to  it. 

Senator  Kefauver.  I want  to  say  I preface  my  question  by  saying 
that  I am  a stroug  believer  in  the  ^AtO  effort  and  I think  whatever 
can  be  done  to  hold  the  NATO  countries  together  is  in  the  interest  of 
peace.  It  is  really  our  best  defense  effort. 

But  I certainly  agree  with  what  lias  been  said  before  that  these 
nations  are  in  better  economic  condition  and  I hope  that  they  ure 
increasing  their  contributions,  also. 

INCREASED  AID  BY  BELGIUM 

General  Guthiue.  Yes,  sir. 

As  a matter  of  fact,  only  a few  days  ago  the  Defenso  Minister  of 
Belgium  was  over  here  and  broko  to  us  the  news  that  Belgium  has 
just  increased  its  defense  budgot  by  11  percont,  to  the  highest  total  in 
its  history. 

Senator  Kllender.  Was  ours  roducod  in  proportion? 

General  Guthrie.  Its  defense  budget? 

Sonator  Kllender.  Was  our  contribution  reduced? 

General  Guthrie.  Yes,  sir.  We  havo  a quid  pro  quo  arrangement 
to  give  them  some  modern  missiles  as  our  part  of  tho  deal. 

Senator  Kefauver.  I sec  here  that  these  figures  refer  to  1958. 
This  is  what  they  actually  contributed  to  NATO  in  1068? 

General  Guthrie.  Not  exactly,  sir.  It  is  their  total  defense  budget. 
With  a few  exceptions  such  as  the  United  Kingdom,  France,  and 
Belgium,  that  money  is  almost  100  percent  for  NATO. 
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Senator  Kefauver.  You  mean  their  defense  budget  is  100  percent 

for  NATO  with  the  exception  of  France,  Britain 

General  Guthrie.  Belgium  has  the  Congo,  of  course,  which  is  a 
relatively  minor  portion. 

Senator  Kefauver.  These  are  by  calendar  years  apparently. 
General  Guthrie.  Yes,  sir. 

Of  course,  the  fiscal  years  vary  in  the  different  countries.  Those 
are  the  most  recent  figures  available  to  us. 

Senator  Kefauver.  How  are  things  going  this  year?  Can  you 
toll  us? 

General  Guthrie.  Besides  the  increase  on  the  part  of  Belgium, 
The  Italians  have  announced  their  plans  to  increase  4 percent  per  year 
for  6 years. 

MUTUAL  WEAPONS  PRODUCTION  PBOORAU 

In  addition  to  that,  we  have  been  promoting  for  some  time,  in  an 
effort  to  get  the  Europeans  to  do  more  for  themselves,  a mutual  weap- 
ons production  program,  and  just  recently  a group  of  nations  have 
come  to  an  agreement  on  manufacturing  our  HAWK  surface-to-air 
missile  within  the  group.  We  think  that  they  are  about  to  adopt  the 
same  means  of  manufacturing  the  SIDEWINDER  air-to-air  missile. 

They  have  not  yet  signed  the  agreement,  but  it  looks  veiy  favorable 
at  this  moment. 

Senator  Kefauver.  Has  France  increased  her  military  output,  or  is 
she  increasing  her  military  output  this  year? 

General  Guthrie.  I do  not  know,  sir. 

FRENCH  DEFENSE  BUDGET 

Of  course,  you  must  recognize  that  a groat  proportion  of  the  French 
defense  budget  is  devoted  to  their  forces  in  North  Africa. 

I don't  know  whether  they  have  or  have  not  increased  their  own 
budget. 

Senator  Kefauver.  I notice  that  Iceland  is  not  listed  here  at  all. 
General  Guthrie.  Well,  they  have  no  military  forces,  sir. 

SITUATION  IN  ICELAND 

Senator  Kefauver.  Mr.  Kohler,  what  is  the  situation  with  refer- 
ence to  Iceland?  Has  she  pulled  out  of  NATO? 

Mr.  Kohler,  No,  sir;  I think  actually  that  the  relationship  with 
Iceland  has  unproved.  We  have,  you  know,  the  Kcfiavik  Base, 
a small  base  up  there. 

This  relationship  has  gone  on  steadily.  The  Icelanders  are  depend- 
ent mainly  on  the  sale  of  fish,  as  you  recall.  . 

But  the  Icelanders  themselves  have  not  wanted  to  become  too 
dependent  on  any  one  outlet  for  their  fish  and  have  made  real  efforts 
to  expand  it. 

They  had  elections  about  2 months  ago,  I believe  it  is.  They  were 
the  only  countiy  that  had  had  Communists  in  the  cabinet.  The  elec- 
tions were  a Blight  improvement  in  that  situation  from  our1  point  of 
view  and  show  some  possibilities  of  developing  into  a coalition  govern- 
ment there  that  is  strong  enough  without  the  Communist  participation. 

Iceland,  of  course,  is  geographically  very  important  and  our  re- 
lationship has  gone  on  quite  satisfactorily. 
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QEBUAN  SITUATION 

General  Guthrie.  Senator,  I might  also  add  to  tho  things  being 
done  by  the  NATO  countries,  tho  tact  that  Germany  is  completoly 
self-supporting  in  the  military  hold  oxcept  for  a small  MAP  grant  for 
training,  that  is  bringing  German  military  peoplo  over  here  to  U.S. 
schools,  wliicli  wo  feel  pays  dividends. 

Senator  Kefauvek.  Wlmt  is  tho  military  outlay  of  tho  Republic 
of  Germany? 

General  Guthrie.  I know  as  of  now  they  have — you  have  my  chart 
on  their  total  outlay — they  have  bought  over  several  hundred  million 
dollars  worth  of  military  supplies  in  this  country. 

Senator  Kefauvek,  You  have  a 3.4  percent  of  their  gross  national 
product.  That  scorns  to  have  been  going  down  every  year. 

In  1957  it  was  4.3.  In  1958  it  was  3.4. 

General  Guthrie.  Yes,  sir. 

You  will  recall,  of  course,  tho  fact  that  they  have  had  no  armament 
industry  of  their  own,  but  they  are  making  progress.  They  are 
buying  modern  airplanes  from  the  United  States  and  are  very  much 
on  the  upgrade,  1 should  Bay.  They  want  to  manufacture  modern 
aircraft  for  sale  in  Europe  and  they  have  also  participated  in  the 
Hawk  and  Sidewinder  programs. 

UNITED  KINGDOM  EXPENDITURES 

The  United  Kingdom  of  course,  is  virtually  on  its  own  except  for 
the  IRBM  which  has  recently  raised  tho  outlay  for  the  United 
Kingdom. 

Senator  Kefauver.  In  1958  the  United  Kingdom  was  7.5  percent 
of  its  gross  national  product  compared  with  our  10.4  percent.  Have 
they  raised  that  amount  this  year? 

General  Guthrie.  I should  not  think  so,  sir.  I would  guess  it  is 
about  stable.  I am  not  certain. 

UNITED  STATE 8-60VIET  VISITS 

Senator  Kefauver.  What  effect,  Mr,  Kohler,  do  you  think  the 
visits  back  and  forth  of  President  Eisenhower  and  Mr.  Khrushchev 
will  have  on  the  contribution  or  the  attitude  of  the  NATO  countries 
toward  supporting  NATO?  Is  that  a question  which  you  are  willing 
to  discuss? 

Mr.  Kohler.  Well,  it  is  a somewhat  speculative  question,  Senator, 
but  I am  willing  to  take  a shot  at  it. 

We  have  kept  our  NATO  allies  fully  informed.  I think  they  all 
approve  this;  it  is  clear  that  they  all  approve  this  as  a further  effort 
to  educate  the  Soviet  leadership,  let  us  say,  in  our  own  strength  and 
in  our  determination. 

Such  visits,  of  course^  have  some  relaxing  effort  on  publio  attitude. 
We  recognize  that.  It  is  part  of  the  calculated  risk  in  promoting  this 
kind  of  exchange  and  better  understanding. 

However,  much  will  depend  there  on  the  actual  outcome  of  the 
conversations.  It  is  our  hope  that  it  will  not  lead  to  any  weakening 
of  the  willingness  of  our  NATO  allies  to  keep  their  defense  expenditures 
up,  to  keep  weir  forces  strong;  to  keep  their  will  to  resist  high,  because, 
certainly,  that  would  not  be  justified. 
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Wo  have  had  no  indication  from  tho  Soviot  aide  whatsoever  that 
their  own  goals  and  programs  hovo  boon  changed. 

A part  of  this  oxerciso  is  to  see  if  we  can  influonco  some  change  or  at 
least  an  understanding  that  they  arc  up  against  moro  than  they  have 
calculated  they  have  ueen  up  against  to  date. 

It  is  rather  speculative,  Senator.  I am  afraid  this  is  not  a very 
good  answer. 

Senator  Kkfauvkb.  I want  to  any  on  my  own  that  I am  glad  that 
tho  President  is  going  to  visit  some  of  the  louden)  of  tho  NATO 
countries  boforo  ho  goes  on  to  tho  Soviet  Union.  I would  think  it 
would  be  well  if  perhaps  more  of  thorn  could  have  an  opportunity  of 
talking  with  him  before. 

Mr.  Kohler.  lie  will  see  tho  NATO  leadois  in  Paris  while  he  is 
there. 

FUNCTIONING  OF  OREO 

Senator  Kkfauvf.r.  Now,  sir,  is  the  contribution  of  those  various 
NATO  nations  to  OEKC  calculated  as  a part  of  this  contribution 
that  they  are  making  to  defenso  expenditures? 

Mr.  Kohler.  I do  not,  quite  understand  that  question,  Senator. 
Senator  Kefauveu.  We  have  been  talking  about  OEKC,  of  which 
wo  are  not  a member  and  of  which  I tako  it  all  tho  NATO  countries 
are  members,  plus  certain  other  European  nations. 

Do  you  have  a breakdown  of  what  each  tuition  put  into  OEEC  last 
year? 

Mr,  Kohlkh.  I do  not  have. 

Mr.  Murphy.  Actually,  we  may  have  a misunderstanding,  Senator, 
The  countries  do  not  actually  contribute  as  I understand  it  to  the 
Organization  of  Europoan  Economic  Cooperation.  They  act  in 
concert  with  their  own  resources. 

Mr.  Suusc  can  verify  this,  I think,  and  explain  it  further  if  you  would 
like. 

Senator  Kkfauvkr.  t had  thought  that  in  discussing  tho  Spanish 
matter  that  vou  stated  some  contribution  was  being  made  to  Spain 
by  OEEC.  ' 

Mr.  Murphy.  By  OEEC  countries, 

Mr.  Savbb,  Yes,  sir;  through  tho  multiiatcrial  organization  of 
OEEC,  but  it  is  determined  by  bilateral  contributions,  they  aro  put 
in  tho  common  fund,  but  it  depends  on  tho  capabilities  of  tho  individual 
members. 

For  example,  wo  can  got  for  tho  record,  Senator,  tho  exact  contri- 
butions of  each  of  tho  European  countries  which  totals  $100  million. 

It  is  done  through  tho  OEEC,  but  as  a result  of  contributions  from 
the  individual  OEEC  members  to  that  program. 

The  countries  make  a small  contribution  to  tho  OEEC  on  an  annual 
basis  for  its  administration. 

But  when  something  special,  such  as  tho  Spanish  program,  conies 
up,  it  depends  on  the  capability  of  the  individual  members  to  make 
their  contribution  to  any  specific  purposo. 

This  is  not  a regular  assessment.  They  aro  not  assessed  on  a 
yearly  basis  bcyonil  that  for  tho  administration  of  tho  organization 
itself. 

Senator  Kefauver.  It  may  not  bo  pertinent  hero,  but  just  what 
does  OEEC  do? 
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Mr.  Koiii-bu.  They  started  out,  Senator  Kefauver,  ns  the  organiza- 
tion, tho  cooperative  organization,  which  considered  and  helped 
administer  and  arranged  the  programs  under  the  Marshall  plan  for 
European  reconstruction  and  recovery. 

They  have  continued  as  a cooperative  European  Economic  or- 
ganization. 

They  do  not  now  administer  any  largo  fund — I think  this  gets  to 
your  question,  which  1 am  beginning  to  understand —but  they  or- 
ganize all  kinds  of  cooperative  projects  and  many  of  these  are  done 
on  an  nd  hoc  basis. 


EXAMINES  OK  WORK  Or  O EEC 

For  example,  tho  Spanish  program  i3  one  which  was  done  to  meet 
the  Spanish  crisis.  They  then  get  together,  they  consult,  thore  is  a 
permanent  secretariat  that  exists  for  them,  and  they  meet  at  the 
ministerial  level  and  other  technical  levels  on  the  economic  side  many 
times  to  consider  all  kinds  of  European  economic  cooperation  ques- 
tions. 

The  Spanish  program  is  nn  example  of  where  they  acted  togethor, 
but  on  a bilateral  funding  basis  to  help  tho  Spaniards. 

They  also  sponsor  and  conduct  a few  programs  that  we  participate 
in.  'tfieso  are  tho  fairly  small  multilateral  programs  that  figure  in  our 
presentation  this  your.  One  is  the  European  Productivity  Agency 
which  lias  been  set  up  by  this  organization  and  which  operates  in 
dopcndontly  with  funds  contributed  by  all  tho  member  governments. 

Wo  are  asking,  ourselves,  on  that,  for  $1.5  million.  This  is  only  a 
U.S.  contribution  to  this. 

Another  activity  which  the  OKEC  lias  and  in  which  we  participate 
is  this  scientific  and  technical  program  the  |>urjjo8o  of  which  is  to  im- 
prove the  European  production — and  this  is  in  answer  to  the  Soviet 
challenge — of  scientists  and  technological  experts  in  various  fields  by 
consulting  and  improving  the  methods  of  education  in  Europo  and 
this  kind  of  thing. 

In  connection  with  this  (hey  hold  summer  institutes,  they  have 
exchanges  of  professors  and  of  students  and  things  like  that. 

So  that  they  are  an  economic  cooperation  agency,  not  actually  ad- 
ministering great,  funds,  but  tackling  European  cooperation  problems 
in  the  economic  field. 

WORK  FOB  CNPERBBVEI.OPED  NATIONS 

Senator  Kbkauvkr.  I havo  beon  impressed  with  some  meetings  I 
have  beon  to  like  the  NATO  parliamentarians  meeting  last  year  and 
also  tho  NATO  citizens  mooting  thisvear,  that  Mr.  Spaak  and  others 
who  are  in  tho  political  aido  of  NATO  particularly  feel  that  in  some 
wav  or  another  thoro  ought  to  bo  a kind  of  combined  effort  of  NATO 
or  ()EEC  members  to  join  with  us  in  trying  to  help  tho  underdeveloped 
nations  of  the  world  rather  than  our  carrying  on  those  programs 
unilaterally. 

It  seems  to  me  if  somo  system  could  bo  worked  out  wo  could  reduce 
the  amounts  of  our  mutual  assistance  program  to  the  underdeveloped 
nations. 
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I wonder  if  you  aro  working  on  (hat  and,  if  so,  if  OKIiO  would  not 
bo  a good  vehicle  for  their  participation  in  the  economic  stability  of  I ho 
underdeveloped  nations. 

Mr.  Koiii.kii.  A groat  deal  of  thought  has  boon  givon  and  discussion 
taken  place  with  regard  to  this  problem.  Wo  hnvo,  ourselves,  done 
a lot  of  tilings  to  trv  to  encourage  European  contributions,  us  their 
economic  situation  has  improved,  to  programs  in  underdeveloped 
areas. 

So  far  no  struct uro  has  been  formalized  on  this  and  them  are  varying 
views  as  to  win1 1 her  it  should  be.  This  gets  into  Mr.  Dillon’s  and  Mr. 
Mann’s  side  of  the  Department  so  that  I am  not  an  expert  witness  on 
it. 

Hut  (bore  has  been  growing  consultation  which  wo  have  talked  about 
in  NATO  where  wn  aro  broadening  the  whole  concept  of  cooperation 
and  it  lias  been  discussed  in  OEEO.  Also  it  1ms  been  discussed 
bilaterally  by  us. 

The  net  result  has  boon  that  thero  have  boon  considerable  increases 
in  the  European  participation  in  programs  to  help  in  tho  untler- 
dovolopod  areas. 

WORK  or  KUHOPKAN  ECONOMIC  COMMUNITY 

Now  one  institution  that  is  already  functioning  is  what  wo  call  tho 
Common  Market  institution,  tho  European  Economic  Community 
of  six  nations.  They  have  sot  up  a fund  of  ovor  $500  million  actually 
for  aid  in  underdeveloped  areas,  generally  spoaking  in  tho  areas  that 
still  have  connections  with  tho  European  countries. 

In  addition  to  this,  both  the  United  Kingdom  and  Germany  havo 
participated  in  bilateral  programs  on  an  increasing  scale  so  that  as  of 
today  European  contributions  to  underdeveloped  countries’  programs 
run  up  close  to  about  a billion  dollars  as  against,  well,  a tow  yoare 
ago  no  contribution  at  all  when  they  did  not  lmvo  tho  ability  to  do  it. 

I boliovo,  as  a matter  of  fact,  that  this  also  has  been  a subject  of 
groat  interest  to  the  Congress  for  us  to  stimulate  European  contribu- 
tions to  aid  to  underdo volopod  countries. 

Senator  Kkpauvbr.  Thero  was  in  a bill  which  passed  the  Senate 
recently  and  amendment  asking  that  tho  matter  bo  studied  and 
considered. 

Mr.  Kohler,  We  are  pursuing  the  purpose,  sir, 

Senator  Kefauver,  It  seems  a little  atrango  that  tho  leaders  of 
many  of  these  nations,  or  at  least  representative  citizens,  feel  that 
they* ought  to  be  brought  in  on  tho  program  and  yet  wo  really  havo  not 
worked  out  any  machinery  for  enabling  them  to  participate. 

Mr.  Kohler.  There  certainly  is  increased  consultation  on  the 
subject. 

QUESTION  or  LARGES  DEFENSE  CONTRIBUTIONS 

Senator  Kbfauvkr.  May  I ask  what  is  being  done  to  got  those 
nations  to  contribute  a larger  percentage  of  their  gross  national 
product  to  the  defense  effort? 

This  is  away  out  of  balance.  Ours  is  running  from  13.0  1052,  to  10.4 
last  year,  and  yet,  as  Senator  Ellender  has  said,  Italy,  Germany, 
France,  and  Britain  and  Belgium  aro  doing  quite  well  economically. 

Mr,  Shuff.  Mr.  Chairman,  may  I answer  this  question? 
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I have  not  identified  myself  to  you,  Senator  Kofauver.  My  name 
is  Sliuff,  I iun  Deputy  Assistant  Secretary  of  Defense  for  tho  Military 
Assistance  Programs. 

Regularly  in  our  discussion  and  exposure  to  theso  people— and  I 
can  speak  personally  about  this  because  on  the  trips  that  I made 
around  the  world  to  look  at  our  responsibilities  in  the  military  assist- 
ance program,  I,  myself,  have  done  this — wo  tell  these  people  about  tho 
kind  of  requirements  that  are  set  forth  in  the  NATO  planning  docu- 
ment. Related  to  the  amounts  of  money  appropriated  by  tho 
Congress,  it  becomes  increasingly  important  that  theso  countries  do 
moro  for  themselves. 

method  or  NEOOTIATIONS  on  contributions 

Our  country  team  setup,  nmdo  up  of  tho  Ambassador,  the  economic, 
tho  military,  and  tho  information  people,  also  attempts  to  persuade 
theso  sovereign  nations.  Wo  try  to  persuade;  wo  cannot  forco. 

Now  what  lias  happened  in  tho  last  3 years  in  this  respect  might  ho 
worthy  of  some  discussion  now. 

Starting  first  with  Norway,  a small  country  in  population,  hut  with 
a tremendously  largo  coastline  to  defend,  Norway  has  agreed  with  ns 
to  cost-share  some  of  the  fulfillment  of  NATO  requirements.  This 
is  new.  Wo  have  uehieved  this  by  persuasion. 

Denmark  is  ft  country  which  lets  us  use  Greenland  rather  ex- 
tensively. They  ha vo  agreed  to  eost-sharo  some  shipbuilding  projects 
with  us  in  fulfilment  of  their  NATO  requirements, 

Germany  has  spent,  as  General  Guthrie  has  suid,  several  hundred 
million  dollars  in  the  United  States  to  fulfill  their  plan  for  making 
and  bringing  their  military  establishment  up  to  what  they  have 
promised  to  NATO. 

You  questioned  their  reducing  their  rate.  It  has  been  moro  ox- 
nonsive  m the  past  because  they  have  had  to  start  from  scratch  to 
build  up  their  military  establishment.  They  are  getting  to  the  point 
now  whero  some  of  the  larger  expenditures  liavo  been  passed. 

Tho  United  Kingdom  is  on  its  own  with  the  exception  of  tho  IRBM 
missiles  which  wo  assisted  them  in  putting  on  their  real  cstato. 
Denmark  is  cost-sharing  with  us  in  tho  shipbuilding  program. 
Belgium  is  almost  exclusively  self-sufficient  in  their  maintenance  of 
conventional  forces. 

(Discussion  of?  the  record.) 

Mr.  iSiiuff,  Even  with  Turkey,  as  poor  a country  as  she  is,  we 
have  worked  out  a plan  by  which  the  Willys  Co.  sends  kits  containing 
the  parts  that  go  to  make  up  a jeep.  A factory  has  been  established 
in  Turkey  to  put  these  parts  together  in  an  attempt  to  have  the  price 
to  the  American  taxpayer  and  to  this  program  moro  mutually  shared 
by  our  allies. 

PURCHASES  rROM  TUB  UN1TBO  RTATBR 

If  you  will  look  in  this  hook,  Senator  Kofauver,  at  the  bottom  lino 
of  each  military  assistance  program  it  tolls  you  how  much  these 
countries  have  purchased  of  their  own  requirements  in  the  United 
States. 

Denmark,  for  instance,  a small  country  has  purchased  a good  hit. 
Senator  Bihle,  It  might  he  helpful  if  you  would  refer  to  the  page. 
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Mr.  Shuff.  Yes,  sir.  Its  page  36  of  the  Europoan-Afriran  hook. 
Tho  last  line  eovers  the  value  of  military  sales  through  1958.  There 
are,  various  ways  that  wo  are  doing  this. 

Now  I must  admit  that  we  are  not  always  successful.  As  I have 
remarked  before,  this  is  not  exclusively  a military  program.  This  is 
a military  program,  it  is  a political  program,  and  it  is  an  economic 
program. 

VARIED  POLITICAL  CONSIDERATIONS 

There  are  political  considerations  in  each  individual  country  that 
differ  from  each  other  individual  country.  However,  we  feci  that  to 
some  extent  tho  degree  to  which  each  Individual  NATO  country  is 
host  prepared  to  defend  itself  also  makes  a contribution  to  the  defense 
of  the  United  States.  It  is  for  this  reason  that  we  continue  to  attempt 
to  hftvo  these  people  share  more  equitably  the  cost  of  what  wo  and 
they  together  know  is  their  contribution  to  the  mutual  security  of  all 
of  Western  Europe. 

Senator  Biiill.  . Are  there  any  further  questions? 

Senator  Bridges? 

Senator  B k:dg  ks.  I notice  you  say  one  of  the  reasons  that  e helped 
some  of  these  nations  is  because  of  their  resolution  to  honor  their 
international  obligations  and  responsibilities. 

AID  TO  JUGOSLAVIA 

Yon  said  that  particularly  in  regard  to  Yugoslavia,  Now  I have  in 
my  hand  a letter  which  says: 

I am  tho  owner  of  a substantial  block  of  tho  Kingdom  of  Yugoslavia  dollar 
bonds  issued  in  1!)32,  matured  In  11156,  sold  in  this  country.  No  interest  has  been 
paid  on  these  bonds  sineo  November  1,  1940,  ami  nothing  has  been  paid  on  tho 
principal.  The  total  obligations  of  Yugoslavia  to  American  bondholders  is 
approximately  $90  million,  $38  million  in  principal  value,  and  $52  million  in 
accrued  interest. 

Then  the  letter  goes  on  to  cite  the  very  substantial  amount  of  aid 
extended  to  Yugoslavia  about  which  I have  never  been  very  en- 
thusiastic. 

As  a matter  of  fact,  I think  there  is  a great  question  whether  it  is 
performing  any  good  or  not  or  whether  in  the  showdown,  if  it  ever 
comes,  where  Yugoslavia  will  stand. 

But  here  is  u person  who  sees  us  appropriating  largo  sums  for 
Yugoslavia  and  he  is  representative  of  a lot  of  people  who  bought 
Yugoslavia  bonds  in  good  faith  in  this  country.  How  do  you  answer 
a letter  Iiko  the  one  from  which  I have  quoted? 

Mr,  Kohler.  Senator  Bridges,  this  is  a problem  that  has  not  been 
limited  to  Yugoslavia  in  the  postwar  period.  As  you  know,  the. 
Foreign  Bondholders  Protective  Council  lias  been  very  active  in  trying 
to  make  settlements  of  this  kind  throughout  the  world.  In  this 
particular  case  we  have  urged  the  Yugoslavs  in  recent  years  to  enter 
into  negotiations  and  to  make  some  arrangements  with  the  Foreign 
Bondholders  Protective  Council. 

I am  not  familiar  with  the  details  because  it  only  recently  happened 
while  I was  out  of  tho  country,  but  I understand  just  in  the  matter 
of  the  last,  couple  of  weeks  there  was  concluded  an  agreement  between 
tho  Foreign  Bondholders  Protective  Council  and  the  Yugoslav  Gov- 
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eminent  relating  to  this  and  to  the  receipt  of  some  payments  on  t-heso 
prewar  defaulted  bonds. 

Senator  Bwdgeb.  That  is  encouraging  news.  Now,  I have  in  my 
hand  a list  of  tho  proposed  loans  in  Yugoslavia,  of  their  application 
for  loans,  which  amount  to  some  $113,914,000. 

Is  this  list  included  in  the  help  you  aro  proposing  or  is  this  addi- 
tional? 

Mr.  Kohler.  Certainly  they  arc  not  included  in  this,  but  I believe 
ICA  would  have  to  answer  this  question. 

Mr.  Sausb.  You  arc  referring  to  prospective  applications  to  DLF 
for  loan  projects?  Is  that  what  you  are  referring  to? 

Senator  Bridoeb.  Yes. 

Mr.  Saubh.  Yes,  we  t ake  into  account  in  arriving  at  a recommended 
figure  for  Yugoslavia  the  impact  not  only  of  prospective  DLF  loans, 
but  also  of  sales  under  title  I of  Public  Law  480. 

Senator  Bridges.  What  is  the  basis  of  your  extending  help  to  Yugo- 
slavia, for  example?  You  are  up  here  today  talking  about  Spain  and 
Yugoslavia.  They  are  two  different  creatures  entirely.  One  is  a firm 
and  fast  ally  where  wo  have  great  American  bases  and  great  American 
interests  in  Spain. 

In  Yugoslavia  we  do  not.  know  where  they  stand. 

One  minute  Tito  is  parading  with  Khrushchov  and  sounding  off 
warnings;  the  next  ho  is  our  buddy.  We  just  do  not  know. 

How  do  you  justify  aid  under  those  circuinstancos? 

RELATIONSHIP  OF  YUGOSLAVIA  TO  U.S.8.R. 

Mr.  Kohler.  Senator,  I believe  I will  have  to  take  this  one  over. 

I happened  to  be  in  Moscow  in  1948  at  the  time  of  the  break  between 
Tito  and  Stalin  and  I must  say  that  this  hit  us  with  a very  great  impact. 

I do  not  want  to  review  all  the  history  sinco  that,  time,  but  in  a very 
largo  sense  Tito’s  will  to  independence  and  his  splitting  olf  from  the 
bloc  is  one  of  the  phenomenal  events  of  postwar  history  and  in  terms  of 
tho  long-term  strugglo  between  Moscow’s  communism  and  our  own 
freo  world,  it  has  bad  a tremendous  influence.  This  has  had  an  impact, 
of  course,  throughout  Eastern  Europe. 

Yugoslavia  itself  is  a country  of  course,  with  which  we  have  had  a 
long  traditional  relationship  and  from  which  wo  have  many  American 
citizens  who  originated  from  Yugoslavia. 

Throughout  this  period  sinco  the  bronk  there  have  been  times  when 
this  decision  was  under  severe  debate  after  the  death  of  Stalin  and  the 
advent  of  Khrushchev  and  some  attempts  were  made  for  a rapproche- 
ment between  tho  new  leadership  in  tho  Kremlin  and  Marshal  Tito. 

In  all  of  this,  however,  Tito  and  the  Yugoslavs  have  stayed  very 
closo  to  their  determination  to  retain  national  independence. 

The  big  new  break  came  in  December  1957  when,  us  you  may 
recall,  tho  Yugoslavs  refused  to  send  representatives  to  Moscow  for 
a mooting  of  the  Communist  Parties  there,  which  issued  the  Moscow 
declaration  of  December  1957,  which  is  in  fact  the  Communist  mani- 
festo, the  progruinatic  document  today  of  world  communism. 

Thereafter,  the  Yugoslavs  in  the  spring  of  last  year  had  their  own 
party  conference  in  which  they  put  out  a program  that  was  very 
contrary  to  the  line  of  development  of  Moscow  dominated  communism 
to  which  they  refused  to  adhere. 
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Aotually,  tho  dovolopmonts  insido  Yugoslavia  I think  wo  havo  to 
roviow  favorably.  They  arc  not  participating  in  tho  international 
Communist  drive. 

In  thoir  own  country  they  am  following  an  indenondent  develop- 
ment. Some  of  the  features  that  are  most  distasteful  to  us,  mich  as 
tho  collectivization  of  agriculture  and  tho  destruction  of  tho  peasantry, 
have  not  taken  plaeo  in  Yugoslavia. 

Similarly  they  have  introduced  a very  rival  theory  in  tho  manage- 
ment of  economy  with  thoir  workers  councils  and  so  forth. 

CHAU, KNOB  TO  MOSCOW 

So  from  our  very  selfish  point  of  view,  it  is  a tremendous  challongo 
to  Moscow  dominated  communism  and  ono  that  it  is  in  our  interest 
to  sustain  as  long  as  Yugoslavia  remains  independent  and  is  deter- 
mined to  remain  independent,  and  is  not  a part  of  tho  international 
conspiracy. 

Senator  Bridges.  I want  to  go  into  this  just  a little  further.  At 
times  that  has  boon  true,  but  at  other  times  they  havo  made  thoso 
statements,  Tito  and  Khrushchov  and  Bulganin  together  have  made 
statements  that  thoy  wore  going  down  tho  road  togothor  fighting 
side  by  side. 

What  is  that.  Do  you  interpret  that  as  just  puro  talk? 

Mr.  Kohler.  I would  havo  to  roviow  tho  documents.  But  I would 
ha vo  said  that  Tito  has  boon  very  careful  to  keep  from  subscribing  to 
that  kind  of  statomont  and  tho  host  proof  is  his  refusal  to  participato 
in  the  Moscow  declaration  of  1957. 

Of  course,  you  do  havo  this  major  question  on  which  you  commontod 
as  to  wheret  if  tho  chips  wore  down,  wo  would  find  Yugoslavia. 

I served  in  Yugoslavia  once  and  I think  tho  spirit  of  tho  peoplo 
would  compel  any  government  to  try  to  remain  independent,  not  to 
join  perhaps  oithor  cAinp  if  that  could  bo  done. 

I will  just  say  tliis  on  that  major  oucstion:  I don't  think  that 
Khrushchev  can  bo  vory  certain  about  tho  answer  to  that,  either. 

PROSPECTIVE  LOANS 

Senator  Bridges.  Lot  me  ask  you  auothor  question. 

I listed,  of  tho  prospective  loans,  somo  $113  million  for  Yugoslavia. 
Outside  of  those  $113  million,  how  much  have  you  actually  given  to 
Yugoslavia  over  tho  years;  how  much  this  past  year,  and  how  much 
are  you  programing  for  this  coming  year? 

Mr.  Murphy.  May  I try  to  help  out  here,  Senator,  to  be  sure  that 
we  are  fully  responsive  to  your  question? 

The  document  from  which  you  first  read,  sir,  isjust  a list  of  all  of 
the  loan  applications  which  are  on  hand  in  the  Development  Loan 
Fund  as  of  June  30,  1950. 

The  sum  total  of  all  of  those  applications  exceeds  a billion  and  a 
half  million  dollars. 

► The  President's  requost  for  the  Development  Loan  Fund  appro- 
priation for  fiscal  year  1960  is  $700  million. 

So  at  the  outset  it  is  clear  that  if  the  President’s  full  requost  is 
granted  he  could  not  even  make  half  of  all  the  loans  that  are  listed 
on  the  compendium. 
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Now,  with  respect  to  the  loans  which  have  actually  boon  made  to 
Yugoslavia  through  tho  oud  of  June,  tho  total  loans  have  been  $51% 
million. 

Senator  Ellender.  Actual? 

Mr.  Murphy.  Those  aro  actual  loan  agreements  entered  into  as  of 
Juno  30,  sir. 

Sonutor  Bridges.  Over  what  period? 

Mr.  Murphy.  This  is  since  tho  commenoemont  of  tho  Development 
Loan  Fund  which  started  in  tho  fiscal  year  105$  and,  therefore,  it  has 
had  about  a year  and  a half  active  operation  through  the  end  of 
Juno,  sir. 

Senator  Bridges.  Now,  what  othor  aid  does  Yugoslavia  got? 

Mr.  Muhfmy.  Now,  on  tho  grand  total  of  assistance,  since  tho 
inception  of  tho  Marshall  plan,  .Senator  Bridges,  tho  economic  assist- 
ance through  tho  end  of  fiscal  year  1959  totaled  $423  million.  That  is 
ecoiiomio  assistance  under  defense  support  and,  before  that,  Marshall 
plan. 

Tho  military  assistance  that  has  been  granted  over  tho  years  since 
tho  commencement  of  tho  mutual  defense  assistance  programs  sinco 

1959  has  totaled million  dollars. 

In  addition,  under  Public  Law  480,  there  have  been  sales  programs 
undor  title  I for  Yugoslav  dinars  through  fiscal  year  1959  of  $385 
million. 

There  is  furthor,  Senator,  a program  proposed  for  fiscal  year  1960, 
and  this,  of  course,  is  an  estimate  at  this  time,  under  Public  Law  480, 

of million  dollars;  also  to  be  a sale  under  title  I. 

Senator  Ellender.  What  about  other  aid?  You  have  some  other 
aid? 

Mr.  Murphy.  I have  covered  now,  sir,  the  development  loan  funds, 
military  assistance- — • 

TECHNICAL  AID 

Senator  Ellender.  You  have  technical  aid. 

Mr.  Murphy.  This  was  included,  sir,  in  the  figure  I gave  you  for 
economic 

Senator  Ellender.  Yes,  in  the  total.  I mean  for  this  fiscal  year. 
Mr.  Murphy.  For  I960? 

Senator  Ellender.  That  is  what  he  asked  you? 

Mr.  Murphy.  I thought  he  asked  what  haa  been  to  d&te. 

For  1960,  the  program  proposed  by  the  President  was  for 

million  dollars  for  special  assistance  and  $1.8  million  for  technical 

cooperation,  making  a total  of  million  dollars. 

At  this  point,  of  course,  Senator  Bridges,  the  special  assistance 
authorization  Btands  at  $247%  million,  as  compared  to  a request  by 
the  President  of  $272  million,  so,  clearly,  not  all  of  the  programs 
contemplated  in  the  President’s  proposal  will  be  able  to  be  carried  out. 
Senator  Bridges.  That  is  quite  a program. 

Senator  Ellender.  Mr.  Murphy,  if  you  add  all  those  together  it 
will  make  us  have  — — — dollars. 

Mr.  Murphy.  Yes,  sir;  it  will  be  in  that  neighborhood,  Senator. 
Senator  Bible.  Senator  Dworshak? 
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TOTAL  LOCAL  CUHJIKNCY  OWNKI)  IN  V INI (1MI.A  VIA 

Senator  Dworhiiak.  Right  at  that,  point,  Mr.  Murphy,  I would 
liko  to  ask  you  how  much  local  currency  the  United  Stales  has  in 
Yugoslavia? 

Mr.  Murphy.  Senator  Dwonthuk,  the  estimated  unexpem*  Alli- 
ances of  local  currcnciea  through  Juno  1959,  in  Yu,  1 a which 
wero  owned  by  the  United  States  total  $1 1 4.7  million. 

Twenty-one  million  four  hundred  and  six  thousand  dot.  is  the 
equivalent  of  the  U.S.-owned  local  currency  domed  from  r.  es  of 
agricultural  surpluses  under  section  402  of  the  Mutual  Security  Act 
and  $OJ,!tOO,()()()  equivalent  represents  the  value  of  U.S.-owned  local 
currencies  derived  from  sales  under  title  I of  J’tihlic  Law  480, 

{‘LANS  roa  CTILIZINO  LOCAL  CU  RRKNCV 

Senator  Diyohsiiak,  What  are  the  plans  for  utilizing  this  currency? 

Mr,  Murphy.  During  the  fiscal  year  1000,  Senator  Dworshak,  of 
the  U.S.-owned  currency  derived  under  the  Mutual  Security  Act, 
million  dollars  is  expected  to  he  obligated  all  for  economic 

purposes  in  Yugoslavia  and  million  dollars  of  the  funds  under 

Public  Law  4S0  also  are  expected  to  be  obligated,  also  for  economic 
purposes. 

CONTRIBUTION  HY  NATO  COUNTRIES 

Senator  Dwousiiak.  Mr,  Kohler,  in  carefully  analyzing  your  state- 
ment. which  1 regret  f did  not  hear,  I find  that  emphasis  is  placed 
upon  the  contribution  being  made  by  the  NATO  countries  and  you 
persist  in  pointing  out,  for  instance: 

So  Ioiik  ns  (here  arc  other  free  countries  with  import  mil  resources  in  mmipowcr, 
riov  maleriats,  industrial  terlmiipies,  science  ami  terrain,  and  which  have  the 
wilt  lo  resist  ajou'cssioi  , it  is  ecrlniuly  in  our  interest  itml  these  resources  tie  fully 
developed  and  combined  with  our  own  in  a eouimoii  defense  ellort.  'i'ltat  means 
llial  we  muni  think  of  our  naliomd  defense  in  terms  of  lotul  defensive  capabilities 
of  tliu  free  world. 

Now,  you  emphasized  manpower.  Do  you  think  I hat,  the  NATO 
countries  have  been  making  a maximum  contribution  providing  man- 
power in  recruiting  the  divisions  which  were  originally  planned  for 
NATO? 

Mr.  Kojilku.  Well,  sir,  I think  I will  have  to  rider  this,  in  any 
detail,  to  our  military  colleagues. 

Senator  Dworshak.  You  lnivdo  the  statement.  I presume  you 
know  what  the  facts  wero. 

Mr.  Kohlkr.  I will  say  in  this  connection  wo  never  think  they  aro 
making  the  maximum  effort. 

General  Gutii kin.  Tins  was  gone  over,  sir,  as  you  recall,  by 
General  Norstad. 

Senator  Dwousiiak.  Yes. 

EFFECT  OF  INTRODUCTION  OF  NtlCl.KAll  WEAPONS 

General  Guthrie.  To  briefly  review  it,  (he  introduction  of  tactical 
nuclear  weapons  in  J054  led  to  a change  in  the  NATO  doctrine  which 
enabled  them  to  scale  down  the  gross  manpower  totals  for  a smaller, 
but  more  potent  force,  such  as  wo  arc  aiming  for  at  this  time. 
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Senator  Dwouhhak.  Have  wo  scaled  down  anvv  of  our  personnel  in 
the  !>%  divisions  that  wo  lmvo  over  there? 

General  Guthiuk.  To  some  extent;  yes,  sir. 

Senator  Dwohmiiak.  Very  slightly? 

General  OimmiK.  Very  slightly. 

In  fact,  Senator,  tho  Army  Jins  Won  forced  to  make  cuts  every  lima 
it  has  to  reduce  its  personnel  ceiling.  I know  they  feel  this  would  be 
tho  last  place  they  would  liko  to  cut. 

Senator  Dwousuak.  Why  should  it  ho  the  last  placo,  for  psycho- 
logical reasons? 

Goneral  Guthuii:.  Partly  that,  and  partly  because  those  troops 
are  right  up  against  tho  Iron  Curtain  as  are  no  other  U.S.  forcos  of 
such  strength. 

Senator  D wokkhak.  You  are  talking  about  NATO? 

General  Guthuik.  Yes,  sir. 

Mr.  SjtuKF.  May  I supplement  that  by  saying  that  our  own  forces 
in  the  United  States  in  the  meantime,  have  gotten  improved 
weapons.  They  have  also  sealed  down  to  a substantial  degree  from 
tin*  Lisbon  goals  that  you  an*  talking  about. 

MoiuutNlZATloN  ok  \ato  koiichs 

Senator  Dwousuak.  Yes,  but  it  seems  to  me  that,  again  pointing 
to  Mr.  Kohler’s  statement,  where  lie  says: 

It  would  hi'  shortsighted  indeed  if  Hie  1’nited  Stairs  spent  over  $10  liillion  on 
its  own  force*  mid  then  holed  to  follow  tlirmmh  with  this  iinifh  smaller  amount  for 
moderni/aliim  amt  iiijiiiileimnce  of  the  forces  of  our  allies  which  are  essential  to 
out  total  defense  concept™ 

apparently  we  have  difficulty,  as  members  of  this  Appropriations  Com- 
mittee know,  when  we  considered  the  $-10  billion  defense  budget,  in 
providing  the  funds  deemed  essential  to  modernize  our  own  forces. 

So  we  run  counter  to  this  proposal  which  von  make  to  modernize 
the  forces  of  NATO.  That  may  bo  a reasonable  and  a desirable 
objective,  but  we  have  only  so  mnnv  dollars  wo  can  spend  upon 
modernization,  either  at  home  or  in  NATO  count  fit's. 

Mr.  Shupp.  Thai  is  why  we  are  trying  to  get  these  pimple  to  join 
with  ns  to  produce  some  of  those  modern  weapons  over  there.  We  are 
sending  our  technical  know-how  over  and  they  are  going  to  put  up 
most  of  the  money  in  this  arrangement.  They  therefore  can  indeed 
grind  a little  more  mutuality  into  the  mutual  security  program. 

Senator  Dwousuak.  That  is  a laudable  objective,  hut  what  have 
they  done  up  to  this  time? 

Mr.  Siiuff.  From  the  point  of  view  of  missiles,  they  have  yet  to  cut 
their  first  piece  of  metal,  but  wo  have  to  start  somewhere. 

Q-di  a pound  a uproar  kiohtkk 

Senator  Dwousuak.  How  about  aircraft? 

Mr.  SiruvF.  They  have  made  an  aircraft.  It’s  the  G-Dl  aircraft, 
which  is  a small  ground  support  lighter,  made  by  the  Fiat  Co. 
in  Turin.  Germany  mid  Italy  and  three  other  countries  have  plans 
to  use  this  aircraft.  Now,  this  is  another  mutual  proposit ion.  Hut  this 
was  an  Italian  design. 

What.  I am  talking  about  now  is  a missile  designed  by  the  United 
States  for  list'  by  U.S.  forces  around  the  world.  We  supplied  to  them 
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tho  know-how  that  we  have  manual!  to  put  together  ami  between  tia 
wo  alum' 1 1 ic*ir  getting  into  tho  production  on  this  kind  of  thing. 

I'KHt'KNTAlIX  or  t'ONTHltlUTIONH  HY  NATO  COUNTKIRM 

Senator  Dwoumiiak.  Gan  you  give  iih  any  idea  what  percentage  of 
tho  military  fueilities  and  emiipmcnt  used  currently  hy  NATO  him 
boon  furnished  by  tho  NAlX)  emm tries  themselves  and  what  per- 
centage hv  the  United  States? 

General  (lornmn.  Yes,  sir;  those  facilities  by  ami  large,  Senator, 
the  new  ones  at  least  ■ 

Senator  Dwomkhak.  1 mean  the  ones  that  are  currently  used,  being 
used. 

General  Guthkin.  Yes,  sir;  they  were  built  under  the  infrastructure 
program.  Of  that  wo  pay  about  HO  percent,  of  the  total  cost. 

However,  we  get  a good  ileal  of  mileage  out  of  it  because  wo  are 
receiving,  for  example,  44  airfields  for  about  one-third  of  what  they 
would  have  cost  us,  t .!)  million  cubic  meters  of  storage  in  40  depots  for 
Navy  fuel  -jet  fuel  ami  motor  gasoline-  - a largo  naval  facility  in  tho 
United  Kingdom,  and  many  other  things  such  as  communications,  war 
headquarters,  navigational  aids,  and  radar  and  so  forth. 

Senator  Dwmouiak.  In  addition  to  this  00  percent  of  infrastructure 
participation  that  we  furnish,  we  likewise  furnish  a lot  of  other  ma- 
terials, material  equipment? 

General  Gutuiuk.  That  is  correct. 

Senator  Dwoksiiak.  That  is  in  addition  to  that? 

General  Gi'TNIMK.  Yes,  air. 

Senator  Dwohshak.  How  would  you  rate  that?  What  percentage 
is  that?  It  scorns  to  mo  you  ought  to  givo  us  an  overall  estimate. 

Mr.  Smirr.  Senator  Dworshak,  I think  we  said  in  earlier  testi- 
mony that  for  every  dollar  wo  spend  our  allies  around  tho  world 
spend  $7  in  their  own  defense. 

The  35  percent  or  so  started  higher;  it  started  about  40  percent,  and 
it  is  now  down  to  about  36  percent.  This  is  matched  by  tho  00  or  66 
percent  that  is  paid  hy  our  ollies.  Now  this  is  done  not  on  tho  basis 
of  user  nations;  it  is  based  on  the  ability  to  pay.  In  other  words,  tho 
second  greatest  contributor  in  tho  infrastructure  formula  is  Groat 
Britain.  Most  of  the  installations  out  of  tho  infrastructure  program 
aw  on  the  Continent,  so  that  there  is  a sharing  without  diroot  use. 

CONTRIBUTIONS  OR  MANPOWER 

Senator  Owohsnak.  It  seems  to  me  it  is  about  timo  that  we 
insisted  upon  this  more  equitable  participation  by  these  countries. 
We  know  they  have  not  done  everything  they  could  with  manpower 
because  those  countries  in  NATO,  with  the  exception  of  tho  United 
States  and  Canada,  have  collectively  about  throe  times  tho  population 
that  wo  have  and  on  that  point  it  would  seem  that  if  they  are  awaro 
of  (he  need  of  defending  themselves  and  not  defending  us,  but  do- 
fending  themselves,  if  they  appreciate  that  necessity,  then  they 
ought  to  be  willing  to  make  more  equitable  contributions  of  manpower. 
Would  you  agree  with  that? 

Mr.  Shuff.  I would  agree  with  that,  sir,  but  on  the  other  hand, 
what  are  wc  to  do?  Wc  can  only  persuado  those  folks  to  join  us  in 
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this  mutual  security  endeavor.  It  is  not  our  right  to  go  over  to  a 
sovereign  nation  and  attempt  Lo  make  tlicru  do  this.  They  iiavo  put 
up  a lot  of  money  ami  it  lms  coat  thorn  in  manpower  a good  dual. 

SITUATION  IN  NOHW AT 

To  prove  my  point  I will  lake  on  extreme  coho.  Norway,  for 
instance,  does  not  havo  enough  manpower  to  go  around  to  (fo  tho 
functional  jobs  that  they  have  to  havo  done  for  their  own  small 
industrial  benefit  such  as  it  is.  They  are  squeezing  real  hard  to 
attempt  to  make  available  to  NATO,  and  for  our  protection  as  well, 
enough  electronic  technicians  to  man  some  of  tho  things  that  need 
to  be  manned  in  this  dav  of  pretty  sophisticated  warfare. 

Senator  Dwohshak.  That  is  an  exception  there;  it  is  not  typical. 
Mr.  SnurK.  It  is  not  really  typical  of  all,  hut  I would  not  say  that 
it  was  uu  exception.  In  degree  it  is  an  exception,  sir,  but  not  in 
principle, 

Senator  Bible.  Would  you  yield  to  Sonator  Ellouder  for  ono 
question? 

Sonator  Dwohshak.  Yes. 

Sonator  Ellendkh.  I just  want  to  make  this  observation:  At  ono 
time  it  was  $0  to  $1.  Now  it  is  $7  to  $1,  hut  you  never  give  tho 
figures  to  show  that  for  every  dollar  spent  by  our  allies  for  dofenso 
wo  spend  moro  than  two  and  a half  dollars. 

Do  not  forgot  that  now. 

Mr.  Sh urr.  I am  talking  about  military  assistance. 

Senator  Ellkndhh.  I know  what  you  are  talking  about.  You  aro 
talking  about  military  assistance. 

For  every  dollar  spent  by  our  allies  wo  spend  moro  than  two  and 
a half  dollars.  That  is  what  wo  do.  That  is  an  unvarnished  fact. 

Senator  Dwohshak.  I just  want  to  terminate  my  questioning  of  the 
Secretary  by  pointing  out  the  thing  that  irks  mo  constantly. 

You  say  wo  have  no  right  to  go  ovor  Uiero  and  to  coorco  them  into 
cooporatiug  with  us  in  this  mutual  security  program. 

FOUCT  or  PERSUASION 

I think  that  is  why  we  have  not  made  maximum  progress  in  this 
entire  program.  Bocauso  we  have  gone  over  tliore  ana  on  bended 
knoo  importuned  them  to  do  something  to  dofond  our  country. 

Certainly,  do  not  those  countries  in  NATO  and  our  allies  elsewhere 
rocognizo  that  if  Communist  aggression  is  a serious  threat  to  the  safety 
and  wolfaro  of  tho  United  States,  then  so  long  as  theso  countries  want 
to  remain  free  they  must  rocognizo  that  threat  faces  all  of  those 
countries,  too.  and  unless  they  are  willing  to  pay  tho  price  for  defense, 
then  they  will  not  prove  very  worthwhile  or  valuablo  to  us  in  time  of 
war  or  in  emergency  if  they  lack  tho  determination  and  the  will  to 
do  something  to  defend  themselves? 

We  havo  told  them  that  they  aro  helping  us.  Yes,  it  is  mutual. 
But  certainly  if  they  cannot  recognize  their  own  Btatus  then  we  are  in 
a bad  way. 

Senator  Bible.  Aro  there  any  further  questions? 

Senator  Dworshak.  Let  Mr.  Kohler  make  a brief  response,  Mr. 
Chairman. 
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COOPERATIVE  PICTURE 

Mr.  Kohler.  Yes,  I would  like  to  comment  a little  on  thin.  I 
think  that  the  cooperative  picture  is  a great  deal  hotter  than  the 
impression  vou  would  give.  Senator.  Wo  keep  at  this  ail  the  time. 

1 think  (no  record  snows  that  as  the  condition  of  our  allies  has  im- 
proved that  they  have  indeed  taken  over  more  and  more  of  the  load. 

The  fact  is  that  since  1050  when  their  total,  when  the  European 
total  military  expenditures  were  down  to  about  $0  billion,  that  theso 
have  risen  up  to  a present  level  of  $13K  billion,  roughly,  and  that  at 
the  satno  time  our  aid.  military  aid,  which  in  1053  reached  a high  of 
$3,2  billion,  has  gono  aown  to  where  we  are  asking  you  today  for  loss 
than  a billion  dollars  for  our  European  allies. 

1 think  the  record  shows  that  wo  keep  pushing  this.  As  Mr.  ShufF 
snvs,  of  course,  we  don't  coerce,  we  don't  demand,  we  don't  servo 
ultimatums,  hut  wo  keep  working  on  it  in  a partnership  sense,  and  I 
think  the  record  shows  it  lias  succeeded. 

Senator  Dworshak.  I think  in  the  early  years  we  were  very  lax. 
I am  glad  to  have  the  record  show  that  in  latter  years  effort  lias  been 
made  to  paint  the  picture  as  it  exists  realistically,  that  if  we  are  to 
have  a mutually  successful  objective  to  maintain  the  pence,  then 
everybody  has  to  get  into  this  game  and  not  just  the  United  States. 

Mr.  Kohler.  Yes,  sir. 

Senator  Dworshak.  Do  you  agree  with  that,  Mr.  ShufF? 

Mr.  Shuff.  Yes,  sir;  1 certainly  do.  1 also  would  like  to  say  one 
final  thing,  Senator:  Please  believo  me  when  I say  we  don’t  go  over 
there  on  bended  knee. 

Senator  Dworshak.  We  have  in  the  post,  I am  sure;  maybe  not 
now. 

Mr.  Shuff.  I can  only  speak  for  the  military  assistance  program 
and  know  what  I know.  While  wo  don’t  go  over  there  with  any  chip 
on  our  shoulder,  with  any  truculence  or  any  belligerence,  wo  go 
over  there  with  the  expectation  that  wo  will  got  cooperation. 

Now,  perhaps  wo  don’t  get  the  exact  degree  of  cooperation  we  want. 
Maybe  we  arc  in  some  areas  expecting  too  much,  but  wo  do  get  coop- 
eration and  we  do  operate  and  deal  with  these  people  on  a very 
st  might  forward  basis.  We  do  not  suggest  to  them  that  the  only 
reason  they  are  doing  this  is  for  the  security  of  the  United  States. 
This  is  for  the  security  of  the  alliance. 

Senator  Dworshak.  Well,  we  all  have  selfish  motives  and  objec- 
tives—that  is,  so  far  as  nations  are  concerned — hut  I know  in  the 
early  years  of  this  program  we  emphasized  that  in  order  to  defend 
this  count  ry  wc  had  to  request  these  allies  of  ours  to  do  more  and  more 
for  ua  instead  of  doing  more  and  more  for  themselves. 

Mr.  Shuff.  Senator  Dworshak,  I would  like  to  pose  a question. 
How  could  wo  possibly  have  the  same  amount  of  defense  that  wo  had 
without  those  allies  and  without  having  helped  them?  We  could  not 
afford  to  equip  American  soldiers  and  send  them  to  all  of  the  places 
around  the  world  where  there  are  potential  trouble  spots. 

LEBANON  EPISODE 

t 

Senator  Dworshak.  Where  were  those  allies  of  ours  when  the 
Lebanon  episode  developed?  Did  we  not  have  to  send  our  American 
forces  over  there  to  quell  that? 
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Mr.  Shukf.  I am  sure  that  was  a considered  judgment,  Senator, 
and  I think  we  probably  wanted  to  send  our  own  soldiers  there. 

Senator  Dwohshak.  Then  no  matter  what  military  forces  we  build 
up  among  our  allies,  when  we  face  a showdown  as  we  did  in  Lebanon 
or  in  the  Formosa  Struita,  then  we  have  to  send  our  own  military 
personnel  thousands  and  thousands  of  miles  to  do  u job  that  our 
allies  scorn  to  bo  unable  to  do  for  themsclvos,  or  for  us. 

Mr.  Shukf.  But,  sir,  the  crisis  in  the  Formosa  Straits  was  handled 
largely  by  the  Chinese  that  had  been  equipped  and  trained  under  the 
military  assistance  program  and  wore  ready  to  fight  when  the  fighting 
started.  There  would  have  been  Americans,  hud  wo  not  trained  the 
Chinese. 

Senator  Dwohshak.  They  will  ho  Americans  if  we  obligate  our- 
selves to  go  everywhere  in  the  world  *o  meet  an  uprising  or  a military 
cold  war. 

PRESIDENT^  STATEMENT  ON  KORMOSA  SITUATION 

I think  so  far  as  doctrines  are  concerned  in  the  Far  Pacific  the  state- 
ment mado  by  President  Eisenhower  that  an  attack  on  Formosa  would 
be  construed  ns  nil  attack  on  the  United  States  is  basically  why  we 
nro  able  to  maintain  peace  in  that  area, 

Do  you  agree  with  me  on  that?  It  is  not  essentially  one  of  fighting 
forces  opposing  ouch  other,  but,  rather,  that  the  United  States  has 
committed  itself;  and  if  wo  have  to  fulfill  that  commitment  by  send- 
ing our  boys  everywhere  while  our  allies  merely  mako  a tokon  ges- 
ture— and  I do  not  deny  to  tho  fino  Chinese  Nationalist  soldiers  and 
tho  forces  that  did  a magnificent  job,  it  was  heroic,  I do  not  deny 
that — I think  that  we  must  recognize  that  psychologically  the  United 
States  is  carrying  most  of  tho  burden  in  quelling  cold  wars. 

Mr.  Siu/ff.  I think  wo  are  together,  sir,  and  I think  that  is  tho 
price  of  world  leadership. 

Senator  Bihlb.  Mr.  Secretary,  do  you  have  a last  observation? 

Mr.  ItoHLKK.  I just  thought  that  the  record  should  remind  us  that 
at  tho  time  wo  wont  to  Lebanon  the  United  Kingdom  was  mounting 
an  operation  in  Jordan. 

Senator  Bihle.  Did  you  want  to  tender  something  for  the  record? 

Mr.  Murphy.  I would  like  permission  to  insert  the  statements  of 
Mr.  Gordon  and  General  Guthrie  immediately  following  Mr.  Kohler’s 
statement  in  the  record. 

Senator  Bihle.  Without  objection  that  will  bo  done.  They  will  be 
inserted  at  that  place  in  tho  record. 

Mr.  Murphy.  Thank  you,  Mr.  Chairman. 

(Tho  statements  referred  to  appear  on  pp.  235  and  240.) 

COMMITTEE  RECESS 

Senator  Bidlk.  We  will  recess  now  until  10:30  tomorrow  morning. 

(Thereupon,  at  12:45  p.m.T  Tuesday,  August  11,  1959,  tho  com- 
mittee was  recessed,  to  reconvene  at  1:30  p.in.,  Wednesday,  Au- 
gust 12,  I960.) 
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WEDNESDAY,  AUGUST  19,  1989 

U.S.  Senate, 

Committee  on  Appropriations, 

Washington,  D.C. 

The  committee  met,  pursuant  to  recess,  at  10:30  a.m.,  in  room  1224, 
New  Senate  Office  Building,  Hon.  Carl  Hayden  (chairman  of  the 
committee)  presiding. 

Present:  Chairman  Hayden,  Senators  Ellcnder,  Robertson,  Salton- 
stall,  Dworshak,  Kuchel,  and  Allott. 

MUTUAL  SECURITY 

Investment  Incentive  Phogbau 

STATEMENT  OF  HON.  JACOB  K.  JATITS,  A U.S.  SENATOR  FROM 

THE  STATE  OF  NEW  YORK 

General  Statement 

Chairman  Hayden.  The  committee  will  please  come  to  order. 

Senator  Javits,  wo  will  bo  pleased  to  hear  from  you. 

Senator  Javits.  Thank  you,  Senator  Hayden. 

Mr.  Chairman,  I will  not  testify  to  anything  but  two  specialized 
matters  which  relate  to  tho  appropriations  before  the  committee.  I 
think  tho  committee  knows  very  well  that  I will  be  one  of  those  on  the 
floor  who  will  back  the  administration  request  on  foreign  aid  so  that  I 
need  not  go  into  that  here.  I will  have  my  opportunity  on  the  floor. 

Before  proceeding  with  the  so-called  Morse  amendment,  I just  wish 
to  say  one  word  on  the  investment  incentive  program,  a matter  which 
relates  to  $5  million  which  is  in  tho  special  assistance  fund  and  is  pro- 
posed to  be  used  for  projects  and  programs  to  encourago  local  and 
foreign  private  investment  in  the  developing  countries. 

What  they  require,  if  this  committee  agrees  that  this  is  a good 
idea  to  encourage  private  investment,  will  ho  a recital  essentially  in 
the  report  which  will  allow  $5  million  to  be  spent  for  this  purposo. 
because  tho  House  Appropriations  Committoo  has  expressly  negated 
it  in  their  roport  and  say  they  denied  the  $5  million  requested  for 
the  investment  incentive  fund  program. 

EXPANSION  or  PRIVATE  INVESTMENT  ABROAD 

Mv  particular  interest  in  this  matter.  Senator  Hayden,  comes  from 
the  lact  that  I sponsored  the  original  amendment  in  the  Mutual 
Security  Act  last  year  by  which  tho  study  of  the  way  in  which  private 
investment  could  be  expanded  abroad  to  help  in  backing  up  our 
foreign-aid  program  was  first- 
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Chairman  Hayden.  As  I remember,  you  stated  that  by  encouraging 

Srivato  investment  the  amount  of  public  assistance  wliich  would 
avre  to  be  paid  for  out  of  our  Treasury  might  be  reduced. 

Senator  Javits.  That  is  right.  And  it  is  proper,  when  you  consider 
what  is  needed  to  aid  in  developing  nations,  to  combine  the  aggregate 
of  private  investment  and  public  appropriation  as  a unit  figure. 

COMPETITION  WITH  AMERICAN  LABOR 

Chairman  Hayden.  I might  add  that  the  one  objection  to  further- 
ing private  investment  which  I have  hoard  was  that-  such  investments 
would  he  made  in  those  industries  where  low  priced  labor  was  available 
and  then  the  production  from  there  industries  would  be  exported  to 
the  United  States  to  compete  directly  with  United  States  goods. 

Senator  Javits.  I think  that  that.,  Senator  Hayden,  on  investiga- 
tion, will  he  found  a very  minor  aspect  of  this  whole  situation,  but 
that  the  major  aspect  of  private  investment  will  be  found  to  consist 
of  developing  new  sources  of  production  in  these  developing  countries. 

In  fact,  the  reason  ICA  needs  this  money  is  so  it  can  have  more  of 
an  impact  in  interesting  private  industry  in  such  investment  which 
will  be  conducive  to  foreign  policy  rather  than,  ns  the  Senator  points 
out,  will  represent  more  import  competition  in  the  United  States. 

If  you  want  to  give  them  a rifle  through  which  to  direct  the  bullet 
of  private  investment  to  a target  you  have  to  buy  them  ft  rifle.  That 
is  really  what  this  comes  down  to. 

As  I say,  my  reason  for  calling  it  to  the  special  attention  of  the 
committee  is  because  this  is  kind  of  my  habv,  this  whole  business  of 
private  investment,  in  which  the  Congress  has  taken  a very  great 
interest. 

I do  think  that  for  a rather  modest  commitment  here  of  $5  million, 
w'e  can  get  a lot  of  leverage  in  seeing  that  money  goes  where  it  will 
do  us  .the  most  good  in  terms  of  foreign  relations. 

PREPARED  STATEMENT 

That,  in  essence,  is  the  point,  and  I will  just  file  the  statement. 

(The  statement  referred  to  follows:) 

Investment  Incentive  Fond  Program 

Although  funds  for  this  program  do  not  appear  ns  a sepurato  authorization  In 
the  Mutual  Security  Act  of  1050,  the  executive  branch  presentation  recpiesting 
special  assistance  funds  included  an  earmarking  of  $5  million  for  projects  ana 
programs  to  encourage  local  and  foreign  private  investment  in  the  developing 
countries.  The  intended  use  of  special  assistance  funds  for  this  purpose  was 
noted  in  the  Senate  and  House  committee  reports  on  the  authorizing  legislation. 

The  House  Appropriations  Committee  report  on  the  Mutest  Security  Appro- 
priations Act,  HJI10,  contains  the  following: 

“The  committee  has  specifically  denied  the  $5  million  requested  for  the  invest- 
ment incentive  fund  program.” 

Specifically  singling  out  this  program — 

(n)  would  seriouslv  cripple  the  ability  of  the  U.S,  Government  to  imple- 
ment fn  fiscal  year  ! 0(10  basic  recommendations  of  the  Straus  report-  the 
study  which  was  prepared  specifically  in  response  to  the  congressional  direc- 
tive in  section  413(c)  inserted  in  tho  Mutual  Security  Act  in  Ii)58; 

(5)  would  appear  to  cast  doubt  on  the  intent  of  Congress  which  this  session 
strengthened  section  113(c)  to  require  annual  updating  of  the  studies  of 
“ways  and  means  in  which  the  role  of  tho  private  sector  of  the  national  econ- 
omy can  be  more  effectively  utilised  and  protected  In  carrying  out  the  pur- 
poses of  this  act  * * 
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(c)  would  create  confusion,  if  not  doubt,  In  the  minds  of  the  peoples  and 
govern  incites  of  the  developing  countries  as  to  whether  the  U.S.  Government 
feeriuitsly  considers  the  encouragement  of  private  enterprise  sufficiently  im- 
portant to  justify  using  any  foreign  assistance  funds  to*  help  these  countries 
with  such  programs; 

(d)  would  limit  ICA’s  ability  to  institute  and  strengthen  the  kinds  of 
local  private  enterprise  programs  in  the  developing  countries  responsive  to 
flic  recommendation  in  the  interim  report  of  the  House  Foreign  Affairs 
Subcommittee  under  the  chairmanship  of  Representative  Morgan,  citing  the 
need  for  loral  entrepreneurs  to  take  initiative  and  responsibility  for  projects. 

It  is  for  these  reasons  that  the  reports  on  the  mutual  security  appropriations 
bill  to  be  made  by  the  Senate  Appropriations  Committee  and  by  the  conference 
committee  should  include  a positive  reference  to  the  intended  use  of  available 
special  assistance  funds  specifically  for  the  private  investment  program. 

Discrimination  Against  American  Citizens  by  Foreion  Countbies 

Senator  Javits.  Now,  Mr.  Chairman,  my  main  appearance  this 
morning  is  as  cosponsor  to  amendment  to  the  mutual  security  appro- 
priations bill  to  express  the  determination  of  the  Congress  not  to  put 
up  with  discrimination  by  any  foreign  country  against  11113'  American 
citizen  because  of  their  race  or  religion. 

May  I say  in  this  respect,  I came  to  the  Senate  with  full  knowledpoof 
the  so-called  Lehman  resolution  on  this  subject  and  desired  that  it  bo 
carried  out  in  letter  as  well  as  in  spirit;  it  bad  no  connection  with  the 
original  Morse  amendment  on  the  Senate  floor  to  the  Mutual  Security 
Act  of  1959  bc^yond  this  point;  that  when  1 heard  it  made  I felt  that  a 
mandatory  prohibition  such  as  is  contained  when  originally  made  by 
Senator  Morse  was  not  wise  in  the  interest  of  the  subject  itself  in  which 
I was  vitally  concerned. 

I therefore  used  my  good  offices  because  I am  deeply  concerned;  it 
is  very  common  knowledge  that  I am  of  the  Jewish  faith,  myself,  and 
have  a keen  interest  in  these  problems. 

I used  such  influence  as  1 had  to  bring  it  to  a sense  resolution  which 
I think  is  really  what  we  ought  to  have  in  mind  and  what  Senator 
Lehman  lmd  done  originally. 

In  the  course  of  that  I got  myself  so  closely  associated  with  it  that 
I felt  a sense  of  responsibility  with  respect  to  it. 

I say  this  as  I want  the  committee  to  understand  that  I am  not 
sort  of  an  interloper  in  Senator  Morse’s  business,  hut  that  1 really 
had  a genuine  interest  in  seeing  that  the  whole  thing  remained  upon 
this  level  of  policy  and  the  best  way,  after  all,  to  assure  that,  is  to 
continue  to  discharge  with  responsibility  the  obligation  which  I had 
assumed  when  I urged  upon  Senator  Morse  that  that  was  the  way 
to  do  it. 

Mr.  Chairman,  in  all  our  history,  we  have  never  submitted  to 
efforts  by  any  foreign  government  wliieh  would  tend  to  cause  us  to 
divide  our  citizens  into  acceptable  and  unacceptable  elussos. 

ACTION  or  SAUDI  A II  AH  I A 

The  crux  of  the  issue  here— and  I state  the  crux  of  the  matter 
first  for  as  a lawyer  my  training  is  always  to  state  what  I am  going  to 
argue  about— is  posed  by  the  denial  of  Saudi  Arabia  to  allow  American 
soldiers  of  the.  Jewish  faith  to  man  the  Dhalnan  Air  base  which  we 
lease  there.  That  is  the  fundamental  point  of  irritation. 

All  our  soldiers  are  entitled  to  equal  service  opportunities.  We 
cannot  accept  anj'  such  restraint  on  our  freedom  of  action  and  dignity 
as  a Nation. 
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Now,  Mr.  Chairman,  there  are  many  other  irritations,  such,  for 
example,  ns  the  inability  of  Americans  of  tho  Jewish  faith  to  transit 
through  Arab  countries,  American  soldiers  of  tho  Jewish  faith  who 
must  sit  in  airplanes  without  being  allowed  to  go  out  and  walk  around 
when  they  go  through  an  Arab  country;  and  Americans  of  the  Jewish 
faith  who  are  passengers  on  cruise  ships  and  cannot  leave  their  ships 
when  they  go  into  Arab  countries. 

PATTERN  OP  DISCRIMINATORY  PRACTICE 

There  is  a whole  pattern  of  discrimination  and  discriminatory 
practices  in  which  the  Arab  League  is  engaged  which  is  conducting 
a boycott  against  Israel  in  violation  of  the  U.N.  Charter  and  armistice 
obligations,  but  which  is  seeking  to  take  it  out  on  American  firms  by 
blacklisting  them,  sending  them  questionnaires  requiring  them  to 
inmiire  into  the  religious  beliefs  of  their  officers  and  employees,  and 
forbidding  American  shins  to  enter  Arab  ports  because  they  have 
stopped  en  route  in  Israel  ports. 

There  aro  many  other  irritations  winch  follow  in  train  this  main 
point.  I pick  tho  main  point  because  it  seems  to  me  it  pictures  more 
clearly,  more  sharply  and  more  decisively  tho  policy  issue  which  is 
involved  than  any  one  of  theso  other  irritations. 

So  tho  main  point  which  I believe  is  the  crux  of  the  issue  here, 
Mr.  Chairman,  is  based  upon  tho  barring  of  an  American  soldier  just 
because  of  his  faith  from  service  at  nu  American  airbase  to  which  wo 
would  normally  assign  him. 

HISTORY  OP  TJ.B,  REACTION  IN  CARES  OP  DISCRIMINATION 

Now,  the  history  of  this  thing  is  very  clear,  Mr.  Chairman.  Moro 
than  a hundred  years  ago  we  ran  into  a similar  situation  in  Switzerland 
where  cortain  Swiss  cantons  sought  to  prohibit  the  entrance  into  their 
territory  of  American  citizens  who  were  Jews  and  Sonator  Lewis  Cass 
of  Michigan  spoke  in  1885  about  this  matter  with  prophetic  vision 
when  ho  said; 

The  Invidious  distinction  contained  In  the  treaty  with  Switzerland,  between 
American  citizens  granting  rights  to  Christians  which  are  withheld  from  Jews, 
was  not  ratincu  by  tho  Senate;  suoh  a principle  will  never  receive  tho  sanction  or 
this  body, 

In  1885  our  country  again  asserted  this  matter  when  wo  appointed 
a former  mayor  of  Richmond,  Va.,  to  be  Minister  Plenipotentiary 
to  Austria-Hungary.  Tho  Austrians  refused  to  accept  him  because 
his  wife  was  Jewish. 

The  letter  sent  to  tho  Secretary  of  State  by  Thomas  Bayard  in 
1885  is  a priceless  document  and  a masterful  statement  of  the  situation. 

He  says; 

It  is  not  within  tho  power  of  the  President  nor  of  tho  Congress,  nor  of  any 
judicial  tribufiiil  in  tho  United  States,  to  take  or  oven  hear  testimony,  or  in  any 
mode  to  inquire  into  or  decide  uim.ii  tlm  religion*  belief  of  any  official,  and  tho 
proixjsition  to  allow  this  to  be  done  by  any  foreign  government  is  necessarily 
and  a fortiori  inadmissible. 

To  suffer  an  infraction  of  this  essential  principle  would  lead  to  a disfranchise- 
ment  of  our  citizens  because  of  their  religious  belief.  * * * It  is  not  believed  by 
tho  President  that  a doctrine  and  practico  so  destructive  of  religious  liberty  and 
freedom  of  conscience,  so  devoid  of  catholicity,  and  so  opposed  to  the  spirit  of  the 
age  in  which  we  live,  can  for  a moment  be  accepted  by  the  groat  family  of  civilized 
nations  of  bo  allowed  to  control  their  diplomatic  Intorcourno. 
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Certain  it  Is,  it  will  never,  in  my  belief,  bo  accepted  by  the  people  of  the  United 
States,  nor  by  any  administration  which  represents  their  sentiments.  * * * Into 
the  religious  belief  of  its  envoy  or  that  of  any  member  of  his  family,  neither  this 
Government  nor  any  officer  thereof,  as  I have  shown  you,  has  any  right  or  power 
to  inquire,  or  to  apply  any  test  whatever,  or  to  decide  such  a question,  and  to  do 
so  would  constitute  an  infraction  of  the  oxpress  letter  and  an  invasion  of  the  per- 
vading spirit  of  the  supreme  law  of  this  land. 

Of  course,  how  true  that  is  of  a soldier  as  it  is  of  an  envoy. 

Then  there  is  a third  precedent  which  goes  back  to  a commercial 
treaty  with  Czarist  Russia  in  1832.  Thoro  the  rights  of  American 
citizens  to  equal  treatment  and  opportunity  woro  clearly  set  forth. 
Russia  violated  this  treaty. 

We  protested  it  in  1890,  For  two  decades  thereafter  wo  tried  to  get 
Russia  to  admit  a Roman  Catholic  priest,  Protestant  missionaries,  to 
recognize  passports  carried  by  American  Jews.  A groat  deal  of  money 
and  investment  was  concerned  under  this  treaty. 

Finally,  public  indignation  built  up  to  such  a pitch  that  on  Decem- 
ber 4,  1911,  a resolution  providing  for  the  abrogation  of  tho  treaty  of 
1832  was  introduced  in  tho  House. 

On  December  5 a resolution  was  introduced  in  the  Senate.  It  was 
adopted  in  tho  House  301  to  1,  and  2 days  later  President  Taft  termi- 
nated tho  treaty. 

On  December  19  of  ure  same  year  the  Senate  unanimously  approved 
tho  President's  action. 

Now,  theso  aro  just  three  examples  in  our  history  in  which  wo  havo 
shown  our  meddlesomeness  in  respect  to  this  situation. 

MORAL  STAND  NECESSARY 

I think,  Mr.  Chairman,  that  the  time  comes  in  tho  life  of  tho  Nation 
when  morality  must  take  tho  place  of  what  might  be  nice  considera- 
tions of  particular  tactical  opportunity  in  respect  to  a particular 
defense  base. 

So  there  is  a very  grave  argument  about  that  particular  matter. 

But,  nevertheless,  we  have  to  figuro  what  represents  the  greatest 
good  to  our  country  in  terms  of  its  moral  standing  before  the  world 
and  in  torms  of  the  docisivo  posturo  wliich  it  will  assume.  Wo  havo 
toloratod  this  business,  it  seems  to  me,  long  enough.  It  is  high  time 
that  the  Senate  again  express  itself  upon  this  subject. 

By  adopting  the  amendment  under  consideration  wo  would  sustain 
a proud  American  tradition,  restate  our  opposition  to  allowing  Saudi 
Arabia,  the  Arab  League  and  others  to  force  us  to  dit,  umuate  among 
Americans,  insist  upon  the  equality  of  all  Americans  and  make  clear 
our  determination  to  oppose  any  policy  which  seeks  to  cause  our 
Government  to  sanction  an  indignity  to  many  Americans,  to  our 
Nation,  and  to  our  Constitution. 

PBEFABED  STATEMENT 

So,  Mr,  Chairman,  I hope  very  much  that  tho  subcommittee  will 
consider  favorably  the  amendment,  tho  sense  amendment  proposed  by 
Sonator  Morse  in  which  I,  together  with  19  other  Senators,  nave  tho 
honor  to  be  cosponsors. 

(Tho  statement  referred  to  follows:) 

I appear  today  as  a cosponsor  of  an  amendment  to  the  mutual  security  appro- 
priations bill  to  express  the  determination  of  the  Congress  not  to  put  up  with 
discrimination  by  any  foreign  country  against  American  citizens  because  of  their 
race  or  religion. 

BEST  AVAILABLE  COPY 
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In  oil  our  history,  wo  linve  never  submitted  to  efforts  by  any  foreign  govern- 
ment which  would  tend  to  cause  ns  to  divide  our  citizciiB  into  acceptable  and 
unacceptable  classes.  The  crux  of  the  issue  here  is  posed  by  the  denial  of  Haudi 
Arabia  to  allow  American  soldiers  of  Jewish  faith  to  man  the  Dhahrau  Airbase  we 
lease  there.  All  our  soldiers  are  entitled  to  equal  service  opportunities;  we  cannot 
accept  any  such  restraint  on  our  freedom  of  action  and  dignity  as  a nation. 

More  than  1UU  years  ago  cm  tain  Swiss  cantons  sought  to  prohibit  the  entrance 
into  their  territory  of  American  citizens  who  were  Jews,  Senator  Lewis  Cass 
expressed  the  sentiment  of  the  Senate  over  this  proposed  treaty  when  he  informed  a 
constituent  In  1885  as  follows: 

“The  invidious  distinction  contained  in  the  treaty  with  Switzerland,  between 
American  citizens,  granting  rights  to  Christians  which  are  withheld  from  Jews,  was 
not  ratified  by  the  Semite;  such  a principle  wilt  never  receive  the  sanction  of  this 
body.” 

Tho  Senator  from  Michigan  spoke  with  prophetic  wisdom. 

Again  in  1885,  our  country  was  compelled  to  assert  vigorously  its  refusal  to 
permit  a foreign  government  to  discriminate  against  American  citizens.  This 
time,  tin;  situation  revolved  about  tho  appointment  of  Anthony  M.  Keilev,  a 
former  mayor  of  Richmond,  to  lie  Minister  Plenipotentiary  to  Austria-Hungary. 
Tiie  A list  rains  refused  to  accept  this  distinguished  Virginian  because  his  wife 
happened  to  be  Jewish,  The  letter  sent  to  the  Austrian  Government  by  Secretary 
of  State  Thomas  F.  Bayard  on  May  18,  1885,  is  a priceless  document,  a masterful 
statement  of  policy  which  I would  like  to  read  in  part  to  you,  as  follows; 

“It  is  not  within  the  power  of  the  President  nor  of  the  Congress,  nor  of  any 
judicial  tribunal  in  the  United  States,  to  take  or  even  hear  testimony,  or  in  any 
mode  to  Inquire  info  or  decide  upon  the  religious  belief  of  any  official,  and  tho 
proposition  to  allow  this  to  be  done  by  any  foreign  government  is  necessarily 
and  a fortiori  inadmissible. 

' To  suffer  un  infraction  of  this  essential  principle  would  lead  to  a disfranchise- 
ment of  our  citizens  because  of  their  religious  Indiof  * * * It  i>t  not  believed  by 
the  President  that  a doctrine  and  practice  so  destructive  of  religmis  lilierty  and 
freedom  of  conscience,  so  devoid  of  catholicity,  and  so  opposed  to  the  spirit  of 
tile  age  in  which  we  live  can  for  a moment  be  accepted  by  the  great  family  of 
civilized  nations  or  be  allowed  to  control  their  diplomatic  intercourse, 

“Certain  it  is,  }t  will  never,  in  my  lielief,  Ik*  accepted  by  the  people  of  Iho 
United  States,  nor  by  nnv  administration  which  represents  thetr  sentiments 
* * * Into  the  religious  belief  of  its  envoy  or  that  of  any  mem  tier  of  his  family, 
neither  this  Government  nor  any  officer  thereof,  as  I have  shown  you,  has  any 
right  or  power  to  inquire,  or  to  apply  any  test  whatever,  or  to  decide  such  a 
questjon,  and  to  do  so  would  constitute  an  infraction  of  the  express  letter  and 
an  invasion  of  the  pervading  spirit  of  the  supreme  law  of  this  land.” 

The  mutter  was  not  dropped  with  this  letter.  Although  Mr.  Keilev  did  not 
servo  and  resigned,  for  2 years  thereafter  the  United  States  did  not  appoint  a 
Minister  to  Austria-Hungary. 

There  is  a third  great  precedent  supporting  the  principle  which  we  are  restat- 
ing in  this  amendment.  We  had  a commercial  treaty  with  Czarist  Russia  which 
dated  back  to  18112.  Under  it,  the  rights  of  American  citizens  to  equal  treatment 
and  opportunity  were  clearly  set  forth.  But  Russia  repeatedly  violated  this 
provision  of  tho  treaty,  and  our  Government  tried  for  more  than  40  years  to 
get  her  to  stop.  We  protested  in  18!)0  arid  for  two  decades  thereafter  in  attempts 
to  get  Russia  to  admit  Homan  Catholic  priests,  Protestant  missionaries,  and  to 
recognize  the  passport  curried  by  American  Juwa.  A great  deal  of  money  in 
investments  and'  nnmnil  trade  was  carried  on  under  tins  treaty.  It  was  a 
considerable  factor  in  our  foreign  trade  at  that  time. 

Nevertheless,  public  indignation  reached  such  a pitch  that  on  December  4, 
101 1,  a resolution  providing  for  the  abrogation  of  the  treaty  of  1842  was  introduced 
into  (he  House,  On  December  5 the  same  resolution  was  introduced  into  the 
(Senate.  It  was  adopted  by  life  House  on  December  14  by  a vote  of  4(11  to  1. 
Two  rlavs  later  President  Taft  terminated  the  treaty,  and  on  December  It)  (lie 
Seriate  nmuiirnouslv  approved  (lie  President's  action. 

In  the  ease  of  ('zurist  Russia,  as  in  the  controversies  with  Switzerland  and 
Austria,  it  was  not  a Jewish  question  or  a Roman  Catholic  question  or  a Protes- 
tant question  with  which  we  bad  to  contend.  The  question  was  whether  or  not 
our  Government  would  permit  another  government  to  read  into  a treaty  excep- 
tions which  tlo  violence  to  (he  spirit  of  our  Constitution  and  to  the  rights  of  all 
Americans. 
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In  addition  to  tho  violation  of  American  right*  in  the  discrimination  practiced 
by  Saudi  Arabia  as  to  American  soldiers,  there  are  other  indignities  practiced  on 
Americans  of  this  nature.  Jordan  and  Iraq  refuse  entry  and  transit  visas  to 
American  citizens  who  are  Jews;  so  does  Saudi  Arabia.  American  chnplaius  at 
Lite  Dhahran  base  are  not  permitted  to  show  their  religious  insignia  while  religious 
services  must  be  conducted  for  American  personnel  with  as  much  secrecy  as 
possible.  American  soldiers  on  route  to  overseu  buses  via  Dhahnm  must  remain 
within  the  airplane  if  they  are  Jews. 

Saudi  Arabia  does  not  permit  tho  Arabian  American  Oil  Co.  to  employ  American 
Jews  anywhere  in  the  world.  Aramco’s  eifort  to  cornplv  with  this  Saudi  Arabian 
regulation  in  its  homo  offices  in  New  York  City  resulted  in  a recent  court  finding 
that  it  was  in  violation  of  Now  York  State  law  by  practicing  discrimination 
against  Jewish  applicants  for  employment. 

There  is  no  end  to  the  evil  consequence#  which  result  from  temporizing  with 
efforts  by  foreign  governments  to  cause  us  to  discriminate  among  American 
citizens.  Thus,  Americans,  no  matter  what  their  faith,  are  not  allowed  to  enter 
Arab  countries  if  they  come  directly  from  Israel,  tior  may  they  obtain  visas  to 
Arab  countries  if  there  is  evidence  that  they  also  Intend  to  visit  Israel.  Passengers 
on  cruise  ships  are  warned  that  they  will'  not  be  able  to  sham  with  t heir  fellow 

})»sse tigers  those  parts  of  the  tour  wliich  go  inti*  Arab  countries.  American  Jews 
lying  in  American  planes  are  not  allowed  to  leave  to  transfer  to  other  planes  at 
stopping  points  in  Arab  countries. 

The  whole  picture  of  Arab  discrimination  and  discriminatory  practices  affecting 
Americans  is  a shocking  one.  The  Arab  Isiague  which  is  conducting  a boycott 
of  Israel  in  violation  of  the  L'.N.  ('barter  and  the  armistice  obligations  of  its 
member  states,  has  continuously  sought  to  impose  its  views  on  American  business- 
men and  commercial  enterprises.  It  seeks  and  often  is  effective  in  blacklisting 
firms  which  do  business  with  Israel,  arc  owned  by  Jews,  or  employ  Jews.  It  Iiub 
sent  questionnaires  to  American  firms  requiring  them  to  Inquire  into  the  religious 
beliefs  ot  their  officers  and  employees,  it  lias  forbidden  entry  of  American  ships 
in  Arab  ports  because  they  had  stopped  en  route  at  uu  Israel  port.  The  Arab 
league  lias  disrupted  commercial  practices,  increased  costs  of  shipping  and 
insurance,  and  obstructed  trade  between  our  country  and  other  nations  because 
of  its  obsession  with  such  discrimination,  alike  immoral  and  in  violation  of  estab- 
lished judicial  principle. 

Hv  adopting  the  amendment  under  consideration  we  would  sustain  a proud 
American  tradition;  restate  our  op)*osition  to  allowing  Saudi  Arabia  and  the 
Arab  league  to  force  us  to  discriminate  among  Americans;  insist  upon  tho  equality 
of  all  Americans;  and  make  clour  our  determination  to  op|H>sf  any  policy  which 
seeks  to  cause  our  Government  to  sanction  an  indignity  to  many  Americans,  to 
our  Nation,  and  to  the  Constitution. 

Chairman  Hayden.  Thank  you  for  your  statement,  Senator  Javits. 
Tho  history  you  recited  is  most  interesting. 

Senator  Javits.  Thank  you,  sir. 

Chairman  Hayden.  Tho  next  witness  t his  morning  is  Senator 
Morse. 

Disciumination  Aoainst  American  Citizens 

STATEMENT  OF  HON.  WAYNE  MORSE,  A US.  SENATOR  FROM 

THE  STATE  OF  OREGON 

General  Statement 

Senator  Mouse.  Senator  Javits,  I think,  1ms  testified  on  the  same 
matter. 

Mr.  Chairman,  members  of  Uio  committee,  I appreciate  this  oppor- 
tunity to  appear  before  vour  committee  to  urge  acceptance  of  an 
amendment  to  the  mutual  security  appropriation  bill  which  will  put 
the  Congress  of  the  United  States  on  record  in  opposition  to  any 
policy  by  our  Government  which  acquiesces  in  discrimination  against 
American  citizens  on  the  grounds  of  their  race  or  religion. 
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The  U.S.  Senate  is  firmly  opposed  to  such  discriminatory  practices, 
I am  convinced. 

The  question  is  whether  this  is  the  legislative  time  and  place  to 
raise  this  issue. 

My  answer  is  that  it  is  always  appropriate  to  raise  this  issue,  and  it 
is  especially  appropriate  when  we  are  discussing  a measure  to 
strengthen  the  United  States  and  the  free  world. 

PROVISIONS  OP  MORSE  AMENDMENT 

The  adoption  of  the  amendment  I now  propose  will  make  for  a 
stronger  America.  It  wijl  make  clear  to  the  world  that  wo  moan  it 
when  wo  say  we  are  a nation  of  freemen  dedicated  to  the  preservation 
of  human  rights  and  tho  dignity  of  man. 

The  language  of  tho  amendment  I ask  you  to  adopt  reads  as  follows; 

It  is  tho  sense  of  Congress  that  nono  of  tho  funds  appropriated  or  otherwise 
roado  available  by  this  act  should  be  used  for  furnishing  assistance  to  any  nation 
which  as  a matter  of  declared  policy  or  practice,  ns  determined  by  tho  President, 
cronies  distinctions  because  of  their  raco  or  religion  among  American  citizens  in 
the  granting  of  personal  or  commercial  access  or  any  other  rights  otherwise  avail- 
able to  United  States  citizens  generally. 

LEHMAN  RESOLUTION 

This  amendment  is  modeled  on  the  Lohman  resolution  which  was 
unanimously  adopted  by  tho  Senate  on  July  25,  1956. 

That  resolution  reads  as  follows: 

Whereas  the  protection  of  the  Integrity  of  the  United  States  citizenship  and  of 
tho  proper  rights  of  the  United  States  citizens  in  their  pursuit  of  lawful  trade, 
travol,  and  other  activities  abroad  Is  a principle  of  United  States  sovereignty;  ana 

Whereas  it  is  a primary  principle  of  our  Nation  thAt  there  shall  be  no  distinction 
among  United  States  citizens  based  on  their  individual  religious  affiliations  aud 
since  any  attempt  by  foreign  nations  to  create  such  distinctions  among  our  citizens 
in  the  granting  of  personal  or  commercial  access  or  any  other  rights  otherwise 
available  to  United  States  citizens  generally  is  inconsistent  with  our  principles: 
AW,  therefore . bo  «< 

Re  sot  tea,  That  it  is  tho  senso  of  the  Senate  that  It  regards  any  such  distinctions 
directed  against  United  States  oitizons  as  incompatible  with  the  relations  that 
should  exist  among  friendly  nations,  and  that  in  all  negotiations  between  the 
United  States  and  any  foreign  state  every  reasonable  effort  should  be  made  to 
maintain  this  principle. 

Tho  Lehman  resolution  was  adopted  because  of  tho  widespread 
revulsion  in  this  country  against  our  Government's  toleration  of 
discriminatory  practices  by  certain  Near  Ea9t  countries  against 
American  Jews. 

SAUDI  ARABIAN  DAR  AGAINST  JEWS 

Thore  was  particular  concern  over  our  agreement  with  Saudi  Arabia 
which  permitted  that  country  to  bar  American  soldiors  of  Jewish 
faith  from  a base  which  our  country  maintained  at  Dhahran. 

All  of  you  are  familiar  with  those  facts.  I am  confident  that  there 
is  universal  disapproval  of  this  policy  of  exclusion  and  discrimination. 
Certainly  no  one  in  tho  administration  or  in  the  Congress  would  want 
to  dofend  this  policy  on  tho  ground  of  principle  or  morality. 
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PARTT  PliATPOBM  STATEMENTS 

It  is  interesting  to  note  that  after  the  Lehman  resolution  was 
adopted  unanimously  by  tho  Sonato  in  1956,  both  the  major  political 
partios  adopted  strong  planks  on  this  issue  at  their  national  conven- 
tions in  tho  summer  of  that  year.  Tho  Democrats  said  at  Chicago; 

Wo  oppose,  as  contrary  to  American  principles,  the  practice  of  any  government 
which  discriminates  against  American  citizens  on  grounds  of  race  or  religion. 
We  wiil  not  countenance  any  arrangement  or  treaty  with  any  government  which 
by  its  terms  or  in  its  practical  application  would  sanction  such  practices. 

And  tho  Republicans  said  at  San  Francisco; 

We  approve  appropriate  action  to  opposo  tho  imposition  by  foreign  governments 
of  discrimination  against  U.H.  citizens,  baaed  on  their  religion  or  race, 

Tho  language  of  both  statements  is  clear  and  forthright.  It  is 
rogrottable  that  in  too  many  instances  those  fino  statements  con- 
st) tuto  mero  words. 

Tho  U.S.  agreement  with  Saudi  Arabia,  which  was  negotiated  in 
1952,  was  to  expire  early  in  1957.  There  was  overy  reason  to  hope,  in 
view  of  the  Senate  resolution  and  tho  declaration  of  both  tho  political 
parties,  that  the  administration  would  say  to  Saudi  Arabian  Govern- 
ment, firmly  and  honestly,  that  this  was  a reciprocal  agreement  con- 
ferring benefits  on  both  parties;  that  it  obligated  each  to  respect  tho 
other,  and  that  we  could  no  longer  accept  an  arrangement  which  con- 
tradicts tho  fundamental  American  principle  that  all  Americans  aro 
entitled  to  tho  equal  protection  of  tho  law  in  tho  United  States. 

Wo  hoped  that  we  would  tell  Saudi  Arabia  that  tho  United  States 
could  not  permit  any  country  to  degrade  any  American  into  second- 
class  citizenship. 

VISIT  or  KINO  8AUS> 

King  Saud  came  to  Washington  in  1957.  Ho  was  given  a most 
unusual  welcome.  President  Eisenhower  went  to  tho  airport  to  ro- 
ccivo  him  personally. 

It  is  true,  of  course,  that  ho  did  not  receive  a red  carpet  reception  in 
Now  York  City,  a fact  which  displeased  him,  but  which  should  not 
ha vo  surprised  him  too  much  since  so  many  people  who  live  in  Now 
York  would  not  bo  allowed  to  enter  Saudi  Arabia  on  any  kind  of  a 
carpet. 

It  is  to  bo  regretted  that  tho  agreement  between  tho  United  States 
and  Saudi  Arabia  in  respect  to  tho  Dhaliran  airbase  extended  another 
5 years  without  providing  for  tho  termination  of  these  offensive  anti- 
Jewish  screening  procedures. 

It  lias  been  stated  that  wo  mado  some  protost  to  Saudi  Arabia — but 
tho  King  wus  in  no  mood  to  defer  to  our  concern. 

As  tho  late  Secretary  Dulles  told  the  press  at  a conference  on  April 
23,  1957: 

Wo  brought  up  tho  matter  * * * during  tho  talk#  that  took  place  when  King 
Baud  was  hero,  I did  not  find  hi#  attitude  at  that  moment  vory  recop  live,  largely 
perhaps  * * * because  of  the  fact  that  he  felt  that  he  had  not  boon  given 
nondlsoriminatory  treatment  himself  in  the  city  of  New  York. 
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NEW  AOREEMENT  WITH  BAUDI  ARABIA 

But  the  new  agreement  went  much  further  tliun  the  old.  For  we 
now  agreed  to  extend  substantial  economic  and  military  aid  to  Saudi 
Arabia.  Wc  agreed  to  train  Saudi  Arabian  pilots  and  naval  personnel, 
and  to  expand  the  port  at  Dnmmnii. 

In  following  this  course  of  action,  wc  renewed  and  confirmed  an 
offensive  and  un-American  arrangement.  We  made  possible  the 
practice  of  discrimination  against  Americans  overseas  and,  in  certain 
instances,  the  abridging  of  the  rights  of  American  citizens  here  in  tin* 
United  States, 

This  was  an  abysmal  surrender  of  principle,  an  abasement  unworthy 
of  our  country,  repugnant  to  our  constitution,  defamatory  of  our 
flag.  We  did  this,  apparently,  because  the  administration  believed 
that  we  had  to  surrender  principle  to  convenience,  because  it  was 
necessary  to  yield  up  the  dignity  of  Americans  for  considerations  of 
expediency. 

This  degrading  course  of  action  was  followed  because  some  people 
thought,  apparently,  that  it  was  in  the  best  interests  of  the  U.S. 
foreign  policy. 

Mr.  Chairman,  I am  vitally  concerned  about  the  security  ami  de- 
fense of  the  United  States.  But  I insist  that  there  is  not  a single 
valid  consideration  which  dictated  or  justified  this  course  of  action. 
It  was  expediency — nothing  more  nor  less. 

OHAJIRAN  RASE 

I9  the  base  ut  Dhahran  bo  essential  to  tho  defense  of  the  United 
States  that  it  must  be  maintained  at  the  expense  of  precious  human 
lights? 

Should  we  discriminate  against  our  own  fellow  citizens  by  signing 
international  agreements  conceived  in  bigotry  and  born  of  shameful 
expediency? 

Should  we  accept  t he  alibi  that  the  security  of  tho  United  States 
makes  this  base  at  Dhahran  a vitally  important  one? 

I deny  this  categorically.  For  the  Dhahran  base  is  not  a military 
base. 

I have  the  testimony  of  the  late  Secretary  of  State  himself.  The 
Department  of  State  Bulletin,  August  2fi,  1957,  page  348,  quotes  a 
remark  made  by  Mr,  Dulles  during  hm  August  ($,  1050,  press  con- 
ference. He  wits  asked  about  applying  inspection  procedures  to  bases 
in  tho  Middle  East.  He  replica: 

Answer.  Well,  we  have  no  bases  in  the  Middle  East  (addendum:  excluding 
nortli  Africa)  unless  you  include  Turkey,  arid  that  would  bo  covered  in  this  plan, 

I presume. 

Question.  Dlmhrau? 

Answer  That  is  not  a military  base. 

Question.  Mr.  Secretary,  on  another  subject,  don’t  you  think  that 

Answer.  Excuse  me.  We  have  certain  right*  there,  but  wo  do  not — but  that 
is  not  operated  as  a military  base. 

Mr.  Thomas  K.  Finlctter,  former  Secretary  of  I ho  Air  Force, 
believes  that — 

* * * tho  value  of  the  Dhahran  base  is  relatively  smalt  and  that  it  can  be 
replaced,  but  that  the  value  of  the  principle  Involved  is  high  and  cannot  be 
replaced. 
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He  has  stated: 

Tlicra  Ims  bin'll  111  ill'll  unfounded  talk  about  the  "vital"  necessity  of  the 
Dlmhmn  Airfield  to  the  interests  of  tlie  United  States.  1 think  I am  reasonably 
aware  of  the  importance  of  the  base  structure  of  our  Air  Force  aixl  I cannot 
agree  with  the  idea  that  any  one  base  such  as  Dhutiran  is  vital.  I happen  to 
believe  that  our  hast;  structure  should  he  strengthened  well  beyond  its  present 
stale,  but  there  ore  many  places  other  than  JlJialirun  where  a substitute  base  for 
Dhahraii  and  the  additional  liases  which  are  needed  could  be  located,  I do  not 
believe  that  the  need  for  the  Jihuhran  Airbase  in  any  way  requires  us  to  sacrifice 
the  principles  in  which  tin  American  people  believe  * ♦ * 

Are  wo  making  this  intolerable  concession  to  expediency  because 
of  oil?  Since  oil  was  first  discovered  in  Saudi  Arabia,  wo  have  been 
warned  periodically  that  the  Arabian  American  Oil  Co.  might  lose 
its  advantageous  position  in  Saudi  Arabia  unless  our  foreign  policy 
conformed  with  that  of  King  Saud. 

Wo  heard  this  in  1048;  wo  were  then  threatened  with  Ibc  loss  of 
oil  if  wo  supported  the  United  Nations  resolution  calling  for  the 
partition  of  Palestine.  It  turned  out  to  bo  an  empty  threat  then. 

It  will  always  be  empty  os  long  as  Saudi  Arabia  has  no  place  to  sell 
its  oil  except  to  the  West  and  as  long  as  oil  reserves  continue  their 
onormous  expansion. 

Saudi  Arabia  needs  oil  royalties  just  as  much  as  Arameo  needs  oil. 
And  let  no  one  confuse  the  corporate  and  constitutional  entities  that 
are  known  as  Arameo  and  the  United  States.  They  are  not  one  and 
the  same. 

Will  wo  lose  Saudi  Arabia  ns  an  ally?  This  question  is  predicated 
on  illusion.  I seriously  question  whether  Saudi  Arabia  would  ever 
consider  itself  an  ally  of  the  United  States. 

ACTIONS  or  K A CI)l  AltAJilA  HINC’K  IW 

This  is  not  the  place  for  an  extended  review  of  our  policy.  But  I 
do  want  to  place  on  record  my  view  that  our  Government  miscalcu- 
lated in  1957.  At  that  lime  there  was  a belief  in  high  quarters  that 
King  Suud  would  embrace  the  Middle  Kast  doctrine,  which  was  then 
under  debate,  and  that  lie  might  become  the  kingpin  of  our  Middle 
Kast  policy. 

This  was  the  reason  for  the  elaborate  state  visit  and  the  lavish 
favors  conferred  on  Saudi  Arabia  at  that  time. 

But  within  a few  months  Saudi  Arabia  again  insisted  on  being 
neutralist,  it  wauled  no  part  of  the  Middle  Kusl  doctrine. 

During  the  1957  Syriun  crisis,  Saudi  Arabia's  U.N.  delegate  lushed 
at  the  United  States  and  the  West  at  the  United  Nations  m language 
so  intemperate  and  shocking  that  our  Government  was  constrained 
to  ask  whether  he  was  really  expressing  tiie  views  of  his  King.  Was 
he?  We  have  never  found  out. 

However,  anyone  who  thinks  the  United  States  can  ever  count  on 
the  King  of  Saudi  Arabia  as  an  ally  of  the  United  States  in  the  cause 
of  freedom  holds  a view  that  I think  is  very  questionable.  The 
King  of  Saudi  Arabia  does  not  believe  in  democracy.  He  is  no 
respecter  of  human  rights.  He  is  a tyrannical  absolute  monarch  who 
still  maintains  a slave  market,  liluiium  rights,  human  dignity, 
human  liberty  for  the  masses  of  (he  people  are  us  foreign  to  his  form 
of  totalitarianism  as  is  the  ease  with  communism. 
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POSITION  OP  STRENGTH  NEEDED 

Let  us  he  clear  on  one  major  point.  The  United  States  will  never 
succeed  in  establishing  a strong  and  respected  policy  in  the  Middle 
East  unless  it  is  prepared  to  demonstrate  its  strength,  and  not  its 
weakness. 

I am  not  talking  about  any  Hoot  maneuver  or  military  parade  of 
might;  I am  talking  about  strength  of  conviction  and  loyalty  to 
principle. 

I believe,  and  I know  that  many  experts  on  the  Near  East  hove 
felt  this  way,  that  the  peoples  of  the  Arab  world,  indeed,  the  peoples 
of  Asia  and  Africa,  will  have  much  more  respect  and  admiration  for 
us  if  we  refuse  to  bo  deflected  from  our  fundamental  principles.  Our 
loyalty  to  the  guarantees  of  the  Constitution  of  the  United  States  is 
our  great  strength. 

When  we  retreat  from  the  principle  of  equal  citizenship  for  all  of  our 
citizens  because  of  pressure  from  a foreign  monarch  who  threatens 
to  deny  us  airbase  accommodations  unless  we  surrender  to  expedi- 
ency, we  lose  prestige  arid  respect  all  over  the  world. 

The  foreign  policy  of  the  United  States  must  be  made  in  Washing- 
ton, not  in  any  foreign  capital.  It  must  be  consistent  with  the  equality 
of  citizenship  rights  of  the  Constitution  of  the  United  States. 

It  should  stiengthen  the  human-rights  goals  of  the  charter  of  the 
United  Nations. 

It  must  not  be  trimmed  or  tortured  to  fit  the  prejudices  and  passions 
of  other  governments, 

But  instead  of  strength,  we  have  shown  weakness,  Once  a demo- 
cratic government  yiolds  and  retreats  before  the  threats  of  prejudice 
and  expediency  in  tho  formulation  of  international  agreements,  it 
becomes  less  and  loss  able  to  resist  undcsirablo  diplomatic  pressure 
and  it  subjects  itself  to  further  and  more  intolerable  diplomatic 
impositions. 

It  is  no  accident  that  the  Arab  boycott  against  American  Jews 
grow  in  intensity  after  the  renegotiation  of  the  Saudi  Arabia  base. 

STATEMENT  OF  AMERICAN  JEWISH  GROUP 

In  early  1958,  tho  leading  American  Jewish  organizations  submitted 
to  this  body  a document  in  which  they  pointed  out: 

Tho  A rub  blockade  and  boycott  of  Israel  has  now  been  extended  by  the  Arab 
Longue  to  a systematic  boycott  and  blacklisting  of  nns-  American  enternrieo  that 
maintains  permanent  business  connections  with  Israel  or  with  Israel  Arms  and 
Indeed  to  a worldwide  effort  to  boycott  any  business  owned  by  Jews. 

The  Arab  League  maintains  a public  blacklist  of  American  and  other  com- 
panies that  Invest  In  Israel,  maintain  branches,  assembly  operations  or  distribution 
outlets  there,  or  that  license  patents  for  Israel  nso. 

American  vessels  that  stop  At  Israel  ports  are  donied  permission  to  mako  calls 
at  Arab  |>orta. 

American  planes  that  land  in  Israel  are  forbidden  to  fly  over  Arab  territories. 

No  Ainoricnn  is  permitted  to  enter  an  Arab  land  from  Israel  except  on  official 
business. 

Americans  who  are  Jews  sro  a special  target  of  tho  Arab  boycott,  hand!  Arabia, 
particularly,  refuses  to  allow  tho  Arahjan-Amerionn  Oil  Co.  or  other  concession- 
aires to  employ  Jews  for  work  In  Saudi  Arabia.  Most  Arab  League  States  refuse 
visas  to  Jewish  travelers  and  some  refuBu  to  allow  Jews  to  land  even  in 
transit.  * * • 

The  Arab  League  has  boon  circulating  questionnaires  to  chambers  of  commerce 
and  individual  companies  throughout  the  world  inquiring  whether  specified  com- 
panies were  controlled  by  Jews  or  employed  Jews.  * * * 
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* * * Tho  United  States  has  subsidized  the  export  of  wheat  to  (Arab)  coun- 
tries * * * out  of  tax  funds  supplied  by  all  our  citizens.  Tho  Arab  League  States 
rofuso  to  ship  their  American  wlieut  on  blacklisted  vessels  or  to  buy  wheat  from 
American  exporters  who  ore  Jews  or  who  have  dealings  with  Israel.  * • * lit 
effect,  therefore,  tho  United  States  submits  to  the  operation  of  the  Arab  boy- 
cott and  Americana  are  taxod  for  a wheat  subsidy  phut  from  which  they  are 
barred.  * * * 

The  Jewish  organizations  which  submitted  this  memorandum 
declared: 

The  Arab  boycott  of  Americans  Is  international  intimidation;  it  thrives  on 
appeasement  and  capitulation.  We  are  confident  that  Americans  deplore  the 
Arab  boycott  and  will  want  to  resist  this  impairment  of  the  rights  and  privileges 
of  American  citizenship.  Wo  aro  confident,  too,  that  if  tho  U.S.  Government 
would  strongly  opposo  this  international  blackmail  and  medieval  bigotry,  the 
Arab  boycott  ogainst  Americans  inevitably  would  end. 

In  the  light  of  the  foregoing,  we,  the  undersigned,  declare  our  repugnance  of 
the  Arab  boycott  and  urge  all  commercial  firms  to  resist  it  with  every  legal  means 
at  their  command.  At  the  samo  time,  we  express  our  firm  liopo  that  our  own 
Government  will  prohibit  racial  or  religious  discrimination  against  American 
citizens  in  the  administration  of  any  treaties  or  executive  agreements  to  which  it 
affixes  its  signature. 

UNIVERSAL  NATURE  OF  MORSE  AMENDMENT 

Mr.  Chairman,  I wish  to  emphasize  that  my  amendment  is  intonded 
and  designed  by  me  to  be  universal  in  its  application.  I have  not 
singled  out  Saudi  Arabia  or  any  other  Arab  country  lor  singular  or 
exceptional  treatment. 

My  amendment  would  apply  to  any  and  all  foreign  powers  that 
insist  on  including  in  any  international  agreement  with  the  U.S.  dis- 
criminations between  and  among  U.S.  citizens  based  upon  race,  color, 
or  religious  faith. 

It  is  truo  that  the  Government  of  Saudi  Arabia  has  been  a notorious 
offender  in  this  matter  because  of  tho  anti-Semitic  policies  toward 
Amorican  Jewish  citizens  which  it  has  insisted  must  be  acceded  to  by 
our  Government  in  its  international  agreement  with  Saudi  Arabia 
under  tho  Dhahran  Air  Boso. 

However,  there  are  other  instances  of  discriminatory  practices 
against  certain  American  citizens  followed  by  other  governments, 
and  there  is  the  constant  danger  that  if  we  surrender  our  ideals  in 
respect  to  this  principle  to  one  nation,  other  natio?is  in  diplomatic 
negotiations  may  use  it  as  a bargaining  threat. 

I am  informed  that  Norway  still  discriminates  against  American 
citizens  who  inny  he  Jesuit  clergymen.  My  umendment  would  apply 
to  that  situation,  ns  well. 

I understand  Iceland  discriminates  against  American  citizens  who 
may  be  Negroes.  My  amendment  would  cover  that  situation  also. 

NO  INTERFERENCE  WITH  SOVEREIGN  Hitting 

Further,  let  me  make  clear  that  I do  not  argue  in  support  of  the 
proposition  that  wo  have  any  right  to  interfere  with  the  sovereign 
right  of  a foreign  government  to  determine  for  itself  its  own  domestic 

Kublic  policy  in  regard  to  its  attitute  toward  tho  people  of  any  particu- 
ir  race,  color,  or  religious  faith. 

What  I do  argue  is  that  in  exercising  our  sovereign  rights  as  a demo- 
cratic government  based  upon  the  constitutional  guarantee  of  equality 
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of  citizenship,  we  hnvo  a dear  duty  of  making  dear  to  any  foreign 
sovereign  power  that  we  will  not  enter  into  a treaty  or  executive  agree- 
ment with  such  a government  unless  it  is  willing  to  grant  the  same 
rights  ami  privileges  under  that  agreement  to  all  American  citizens 
irrespective  of  their  race,  color,  or  religions  faith. 

Mr.  Chairman,  l submit  to  you  that  the  time  has  come  to  slop  this 
abject  accommodation  to  the  hatreds  and  hostilities  of  others.  I do 
not  suggest  that  we  should  try  to  reform  the  world. 

I know,  Mr.  Chairman,  that  we  are  subject  to  the  charge  (hat  our 
hands  are  not  ns  dean  us  we  should  like  them  to  he.  Mueh  can  be 
said  in  criticism  of  our  own  failings  on  the  democratic  scene. 

And  I do  not  believe  that  we  can  use  the  mutual  security  program 
as  an  instrument  whereby  we  will  persuade  other  governments  to  re- 
vise domestic  practices  with  respect  to  tlidr  own  citizens  which  seem 
inequitable  to  us. 

But  I do  insist,  Mr.  Chairman,  that  we  must  always  resist  any 
policies  or  practices  by  foreign  governments  which  create  distinctions 
between  Americans,  and  which  deny  some  of  our  citizens  rights  which 
are  accorded  to  o there.  And,  certainly,  we  should  not  places  our 
blessing  on  such  intolerable  affronts  by  subsidizing  them  with  grants 
and  louh8  provided  by  American  taxpayers,  even,  ironically,  by  some 
who  nro  the  victims  of  these  discriminations. 

IIIHTOHIC  AMERICAN  I'OKITION 

The  history  of  American  diplomacy  is  replete  with  many  examples 
of  a stirring  and  honorable  stand  taken  by  our  Government  in  defense 
of  the  rights  of  the  American  people  regardless  of  their  race  or  creed. 

Secretary  of  State  Lewis  Cass  declared  that  tho  object  of  our  foreign 
policy  is: 

• * * not  merely  to  protect  a Catholic  in  a Protestant  country,  a Protestant 
in  a Catholic  country,  a Jew  in  ft  Christian  country,  but  an  American  in  all 
countries. 

That  is  quoted  in  American  diplomacy,  by  J.  B.  Moore,  page  135; 
1905. 

In  1885  when  Austria-Hungary  refused  to  accept  an  American 
minister-designate  because  his  wife  was  Jewish,  Secretary  of  State 
Thomas  F.  Bayard  declared: 

Religious  liberty  is  tho  chief  cornerstone  of  tho  American  system  of  Govern- 
ment, and  provisions  for  its  security  are  imbedded  in  the  written  charter  and  inter- 
woven in  the  moral  fabric  of  its  laws. 

Anything  tlmt  tends  to  invade  a right  so  essential  and  sacred  must  be  carefully 
guarded  against,  and  I am  satisfied  t hat  my  countrymen,  over  mindful  of  tint  suffer- 
ings and  sacrifices  necessary  to  obtain  it,  will  never  consent  to  its  Impairment  for 
anv  reason,  or  under  nnv  pretext  whatsoever. 

tt  is  not  believed  by  the  President  that  a doctrine  and  practice  so  destructive  of 
religious  liberty  and  freedom  of  conscience,  so  devoid  of  catholicity,  and  so 
opposed  to  tliti  spirit  of  the*  age  in  which  we  live,  can  for  a moment  bn  accepted  by 
t ho  great  family  of  civilized  nations  or  be  allowed  to  control  their  diplomatic 
intercourse. 

Certainty  it  is,  St  will  never,  in  my  belief,  bo  accepted  bv  tho  people  of  tlio 
United  States  nor  by  any  administration  which  represents  their  sentiments, 

Wien  this  minister-designate  was  questioned  in  the  first  instance  by* 
Austria-Hungary,  tho  United  States  refused  to  send  anyone  to  tako  his 
place. 
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Tho  United  States  refused  at  that  time  to  support  the  Austro- 
Hungarian  position. 

In  his  annual  message  to  Congress,  December  8,  1885,  President 
Cleveland  declared: 

Question  has  arisen  with  tho  Government  of  Austria-Hungary  touching  the 
representation  of  the  United  Status  at  Vienna.  Having,  tinder  my  constitutional 
prerogative,  appointed  un  estimable  citizen  of  unimpeachable  probity  and 
competence  u»  Minister  at  that  court,  tho  Government  of  Austro-IIungary 
invited  this  Government  to  take  cognizance  of  certain  exceptions,  based  upon 
allegations  against  the  personal  acceptability  of  Mr.  Kelley,  the  appointed  envoy, 
asking  that  in  view  thereof,  the  appointment  should  be  withdrawn. 

The  reasons  advanced  were  such  its  could  not  bo  acquiesced  In,  without  violation 
of  my  oath  of  office  and  tho  precepts  of  the  Constitution,  since  they  necessarily 
involved  a limitation  in  fuvor  of  a foreign  government  upon  the  right  of  selection 
by  tho  executive,  and  required  such  an  application  of  a religious  test  as  a qualifica- 
tion for  office  under  tho  United  States  ns  would  have  resulted  in  the  practical 
disfranchisement  of  a largo  class  of  our  oitizena  and  tho  abandonment  of  a vital 
principle  in  our  Government. 

The  Austro-Hungarian  Government  finally  decided  not  to  receive  Mr,  Kciley 
as  the  envoy  of  tire  United  States,  utid  that  gentleman  Iras  since  resigned  his 
commission  leaving  tho  post  vacant.  I have  made  no  new  nomination,  and  tho 
Interests  of  this  Government  in  Vienna  are  now  in  the  care  of  the  secretary  of 
legation,  acting  as  Charge?  d’ Affaires  ad  interim. 

In  1880,  an  American  Jow  was  expelled  from  Ozarist  Russia  once 
his  Jewish  identity  beenmo  known.  This  brought  a sharp  protest 
from  John  W.  Foster,  the  American  Minister  to  St.  Petersburg  and 
tho  grandfather  of  tho  late  Secretary  of  State  Dulles,  Mr.  Foster 
had  tho  backing  of  tho  Department  of  State. 

In  1908,  in  his  speech  of  acceptance  of  tho  Republican  nomination 
for  tho  Presidency,  William  II,  Taft  noted: 

* * * In  eomo  countries  * * * distinctions  are  made  in  respect  to  the  treat- 
ment of  our  citizens  traveling  abroad  and  having  passports  of  our  executive, 
based  on  considerations  which  are  repugnant  to  the  principles  of  our  Government 
and  civilization. 

IIo  committed  hi3  party  nnd  administration: 

to  make  every  endeavor  to  secure  tho  solution  of  such  distinctions  which,  In  our 
eyes,  are  both  needless  and  opprobrious. 

On  December  15,  1911,  Secretary  of  Slate  Philander  C.  Knox 
notified  Russia  that  the  United  States  had  decided  to  abroguto  the 
treaty  between  tho  United  States  and  Russia  of  1832  because  Russia 
was  refusing  to  honor  American  passports  duly  issued  to  American 
citizens  on  account  of  race  or  religion.  This  action  of  our  Govern- 
ment was  strongly  approved  by  the  Republican  National  Convention 
in  1912,  and  in  tho  saino  year  by  the  Democratic  National  Convention 
and  the  Progressive  Party  Convention. 

I offered  my  amendment  to  the  Mutual  Security  Act  on  July  8 
because  this  is  the  right  place  for  us  to  make  our  stand. 


NUW  HTATKMKNT  OK  KURI'OSK 

This  year,  tho  Mutual  Security  Act  contains  a now  statement  of 
purpose.  We  say: 

Tt  is  the  sense  of  Congress  that  pence  In  tho  world  increasingly  depends  on 
wider  recognition,  both  in  principle  and  practice,  of  tho  dignity  and  interdepend- 
ence of  man , and  that  the  survival  of  free  institutions  in  tho  United  Stales  can 
best  be  assured  In  a worldwide  atmosphere  of  expanded  freedom. 
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If  wo  believe  in  the  dignity  of  man,  and  in  the  survival  of  free 
institutions,  and  in  expanding  freedom,  then  lot  us  back  up  our  ideals 
with  action  which  is  consistent  with  thoso  ideals.  Lot  us  tako  our 
stand,  once  and  for  all,  against  practices  which  dishonor  men,  which 
deny  their  equality,  and  which  subvert  freo  institutions. 

Let  us  not  vote  monoy  which  perpetuates  those  practices  and  which 
weakens  America  as  the  leader  of  tlio  freo  world. 


COURT  DECISIONS  SUPPOHTINO  AMENDMENT 


Tho  amendment  I olfored  on  the  floor  of  tho  Scnato  was  dofoated 
by  a close  voto.  47  to  43.  I believe  that  some  Members  of  the  Scnato 
may  not  have  been  fully  informed  of  tho  issue  involved  whon  the  roll 
was  called,  because  sorao  who  voted  “NoM  were  among  the  sponsors  or 
supporters  of  the  original  Lehman  amendment. 

Accordingly,  I announced  my  intention  of  pursuing  this  matter 
further.  I have  boon  greatly  encouraged  by  the  extraordinary  deci- 
sion which  was  handed  down  by  the  Supreme  Court  of  New  York 
State  on  July  15,  when  tho  court  overruled  a ruling  by  tho  Now  York 
Stato  Commission  Against  Discrimination  which  had  allowed  Aramco 
to  question  job  applicants  about  their  religion,  on  the  ground  that 
Jcwb  would  not  bo  allowed  to  enter  Saudi  Arabia. 

Tho  Now  York  Stato  Commission  hud  granted  Aramco  an  exemp- 
tion from  tho  operation  of  Now  York  law  after  our  Department  of 
State  had  reported  to  tho  agency  that  denial  of  an  exemption  might 
affect  American  policy  in  tho  Middle  East. 

The  New  York  Supreme  C urt  said: 


If  tho  enforcement  of  tho  public  policy  of  Now  York  State  would  embarrass  tlio 
Stale  Department  in  tho  Ncitr  Hast,  thou  It  should  bo  gold  that  the  honor  of 
American  cltizunahip — if  it  remains  for  Now  York  Stato  to  uphold  ft — will  survive 
Aramco 's  fall  from  Arab  grace. 

In  other  words,  Aramco  has  now  been  told  that  it  may  not  violate 
New  York  law  at  tho  behest  of  a foreign  government. 


NATIONAL  POLICY  AOAINhT  IIIHCRI MINATION 

It  now  remains  for  the  Congress  of  the  United  States  to  tell  our 
Dopurtmont  of  Stato  that  it.  must  not  underwrite  discriminatory 
practices  against  American  citizens  by  any  foreign  government. 

The  New  York  Supremo  Court  decision  may  mark  a decisive  turn- 
ing point  in  this  unpleasant  controversy.  The  decision  struck  a long 
overdue  blow  against  sacrificing  equal  rights  of  citizenship  for  nil 
Americans  in  international  agreements  upon  the  altar  of  unconscion- 
able expedients,  f ask  this  committee  to  take  a similar  position. 
I believe  that  this  is  tho  right  place  to  make  this  request  because  wo 
are  concerned  here  with  a measure  which  should  strengthen  not  weaken 
U.S.  foreign  policy  and  enable  our  country  to  continue  in  its  place  of 
high  leadership  in  the  free  world. 

\Vo  cannot  presumo  to  lead  the  free  world  coalition  in  tho  defense 
of  freedom  if  wo  arc  parties  to  its  subversion. 
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I asked  permission  to  present  ray  amendment  to  the  committee  this 
morning  and  to  read  the  statement  in  the  hope  that  the  committee 
would  see  fit  to  adopt  the  amendment  in  committee.  I thought  I owed 
it  to  the  committee  to  present  the  amendment  to  it  because  should  it 
not  bo  adopted  by  the  committee  I shall  present  the  amendment  oh 
the  floor  of  the  Senate  when  the  appropriation  bill  for  mutual  security 
bill  reaches  the  floor. 

Chairman  Hayden.  I assure  you  that  vour  statement  and  the 
amendment  will  receive  the  consideration  of  the  committee. 

AUTHORIZING  LEGISLATION 

Senator  Ellender,  May  I inquire  of  the  Senator  whether  or  not 
any  effort  was  made  to  put  somo  strongor  language  in  the  authorizing 
legislation? 

Senator  Mouse.  I offered  tho  amendment  there,  I lost  by  a vote 
of  47  to  43. 

Senator  Ellender.  I meant  beforo  the  committee  of  which  the 
distinguished  Souator  is  a member,  tho  Senate  Foreign  Relations 
Committee. 

Souator  Morse.  No,  it  was  not  dono  in  tho  Foreign  Relations  Com- 
mittee. It  was  dono  on  the  floor  of  the  Senate. 

Senator  Kdlender.  Why  was  it  not  dono  in  the  Foreign  Relations 
Committeo? 

Senator  Morse.  Because  tho  matter  was  not  called  to  my  attention 
until  the  matter  had  reached  tho  floor  of  tho  Senate. 

Senator  Ellender.  This  has  boon  going  on  for  quite  somo  time? 
Senator  Mouse.  That  is  true.  I pondered  a good  many  matters 
in  the  Senate  Foreign  Relations  Committee  and  tho  matter  was  not 
raised. 

Senator  Ellender,  Would  tho  Senator  consider  this  in  the  nature 
of  a limitation? 

Senator  Morse.  Certainly,  it  would  bo  a limitation  in  tho  sense 

Senator  Ellender,  In  other  words,  it  is  not  obligatory.  Tho 
administrators  of  the  program  are  not  obligated  to  do  what  tho 
Senator  proposes? 

Senator  Morse.  It  halves  it  to  the  President.  The  amendment 
does  not  cut  off  the  funds;  it  leaves  it  to  the  President,  but  it  makes 
a statement  ns  to  wlmt  the  sense  of  the  Congress  is. 

Senator  Ellender.  I have  asked  these  questions  because  I believe 
your  amendment  would  have  more  effect  if  it  were  contained  in  the 
authorizing  legislation. 

Senator  Mouse.  When  the  authorizing  legislation  was  before  the 
Senate  we  discussed  it  there.  My  /list  amendment,  there,  may  I say, 
was  in  obligatory  form. 

Then  we  rewrote  if  on  the  floor  of  the  Senate  on  (lie  suggestion  of 
Senator  davits  of  New  York,  and  Senator  Keating  ami  Senator 
Kennedy. 

Chairman  Hayden.  Thank  you,  sir. 

Senator  Morse.  Thank  you  very  much. 

Chairman  Hayden.  Senator  Keating, 
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General  Statement 


Senator  Keating.  Mr.  Chairman  and  members  of  the  committee,  I 
appreciate  having  this  opportunity  to  present  briefly  my  views  on  the 
amendment  authored  by  my  colleagues,  Senators  Morse  and  Javits. 
I am  proud  to  be  a cosponsor  of  this  proposal,  which  seeks  to  put 
Congress  on  record  as  opposing  the  extension  of  American  aid  to 
nations  which  discriminate  against  Americans  on  grounds  of  race  or 
religion. 

Let  me  state  verv  frankly  that  I think  that  it  is  important  for 
Congress  to  act  in  tfiis  way  in  order  to  put  on  the  record' — for  all  the 
world  to  see — our  unshakable  determination  to  uphold  the  principle 
that  all  Americans  are  entitled  to  equal  treatment  everywhere. 

The  march  of  events  in  recent  years  makes  it  vital  for  us  to  reaffirm 
and  restate  the  sense  of  the  Senate  as  expressed  in  1956  in  the  resolu- 
tion offered  by  one  of  my  distinguished  predecessors,  Senator  Herbert 
H.  Lehman.  The  moral  issue,  as  posed  so  eloquently  by  Senator 
Lehman  3 years  ago,  remains  a paramount  one  in  our  foreign  relations, 
and  I feel  it  is  time  that  issue  was  bluntly  and  forcefully  presented 


once  again. 

We  are  all  aware  of  the  fact  that  this  problem  arises  principally 
from  the  policy  of  the  Government  of  Saudi  Arabia  which  bars 
American  Jewish  soldiers  from  our  base  at  Dhahran.  That  policy 
began  with  an  agreement  the  United  States  negotiated  in  1952  and 
renewed  in  1957.  In  addition,  the  discriminatory  practices  of  the 
Saudi  Arabian  Government  have  been  imposed  on  American  businesses 
operating  in  that  mtry,  including  the  Arabian  American  Oil  Co., 
which  agreed  to  inquire  into  the  religion  of  job  applicants. 


COURT  DECISION 

A recent  decision  of  the  New  York  Supreme  Court,  handed  down 
by  the  able  Judge  Henry  Epstein,  ruled  eloquently  against  Aramco’s 
stand  and  that  of  the  New  York  State  Commission  Against  Discrimi- 
nation, which  had  permitted  the  screening  out  of  Jewish  employment 
seekers  because  of  the  foreign  policy  implications. 

Nevertheless,  pressure  from  the  Arab  bloc  continues,  not  only 
against  American  firms  hiring  Jewish  employees  but  also  against 
American  businesses  dealing  with  the  noble  State  of  Israel.  The 
Arab  League,  I understand,  has  even  had  the  effrontery  to  send 
questionnaires  to  American  commercial  outfits  asking  whether  they 
have  any  Jewish  employees  or  connections. 

REVISION  OF  AGREEMENT  WITH  SAUDI  ARABIA 

As  an  American  who  believes  deeply  in  the  principles  upon  which 
this  Nation  was  founded,  and  as  a Member  of  the  Senate,  I cannot 
stand  idly  by  while  fine  American  citizens  are  thus  discriminated 
against.  It  is  my  hope  that  eventually  our  Government  will  be 
able  to  revise  the  present  agreement  with  Saudi  Arabia  so  that  their 
prejudicial  practices  will  be  stopped. 
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If  we  aro  ever  to  reach  that  goal,  it  would  be  moat  helpful  fortho 
executive  branch  to  have  on  record  the  convictions  of  the  Senate  in 
this  regard.  While  it  may  be  debated  as  to  how  important  the 
Dliahran  base  is  to  our  defense  status,  nevertheless,  wo  must  not  in  any 
way  tie  tho  hands  of  the  President  in  these  delicate  matters  of  foreign' 
policy, 

AMENDMENT  STATING  “SENSE  OF  CONGRESS*' 

I state  frankly  that  my  strong  support  for  this  amendment  is 
partly  based  on  tho  fact  that  it  is  carefully  drafted  in  order  to  avoid 
interfering  with  the  Executive  prerogative  in  the  area  of  foreign  affairs. 
It  is  important  that  this  amendment  be  phrased  as  the  “sense  of 
Congress”  and  that  the  ultimate  determination  as  to  how  best  to 
meet  some  unusual  emergency  situation  be  left  to  the  Chief  Executive. 

Because  of  my  firm  belief  in  the  principle  expounded  by  this  amend- 
ment, and  because  it  is  moderately  phrased  so  that  it  will  not  intrude 
upon  the  responsibilities  of  the  President  in  the  foreign  field,  I urge 
the  committeo  to  adopt  this  proposal.  By  so  doing,  we  can  show  the 
world  that  we  continue  to  adhere  to  the  idea  that  there  should  be  no 
distinction  among  citizens  because  of  their  race,  creed,  or  color.  We 
can  strike  a strong  blow  for  the  justice  and  morality  which  not  only 
characterize  our  Nation's  historical  development,  but  which  must 
servo  as  a keystone  of  our  foreign  policy. 

Chairman  Hayden.  Thank  you  for  your  statement,  Senator. 
Senator  Keating.  Thank  you  very  much. 

Senator  Allott.  Mr.  Chairman,  I wonder  if  I could  ask  a question 
or  two  at  this  point. 

Chairman  Hayden.  Certainly. 

Senator  Allott.  I address  this  primarily  to  the  statement  of  the 
junior  Senator  from  New  York: 

As  tho  senior  Senator  from  New  York  kngprs,  I have  been  a strong 
advocate  of  civil  rights  all  my  life.  I raise  these  questions  because 
I think  there  are  somo  serious  questions  to  be  faced  here. 

In  his  statement  he  says: 

It  is  important  that  this  amendment  be  phrased  as  “the  sense  of  Congress" 
and  that  the  ultimate  determination  as  to  how  best  to  meet  some  unusual  emer- 
gency situation  be  left  to  the  Chief  Executive. 

But  I call  your  attention  to  the  amendment  which  has  been  offered 
which  reads : 

It  is  the  sense  of  Congress  that  none  of  the  funds  appropriated  or  otherwise 
available  by  this  act  Bhould  be  used  for  furnishing  assistance  to  any  nation  which 
as  a matter  of  declared  policy  or  practice— 

Now,  as  far  as  that  goes  that  is  in  general  line  with  the  Lehman 
amendment  of  1956,  which  I voted  for  and  supported. 

Then  it  says : 

As  determined  by  the  President. 

Now,  certainly,  no  one  can  overlook  the  fact  that  there  has  for  a 
period  of  most  of  the  6,000  years  of  recorded  history  been  a bitter 
unyielding  fight  between  various  tribes  and  races  of  the  Middle  East. 
One  cannot  overlook  the  fact  that  it  is  not  only  a matter  of  religion,  it 
is  a matter  of  thousands  of  years  of  built-up  prejudices  and  hatred  and 
one  cannot  overlook  the  fact  of  conflict  in  recent  history.  One  cannot 
overlook  the  fact  that  this  is  a part  of  the  national  policy  of  Saudi 
Arabia  or  any  other  Moslem  nation. 
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So  you  say:  “as  determined  by  the  President."  Now,  the  President 
cannot  make  a false  determination,  so  the  effect  of  this  is  to  force  the 
President  immediately,  as  an  executive,  to  shut  off  funds  from  these 
countries. 

It  says: 

Creates  distinctions  because  of  tlieir  race  or  religion  among  American  citizens  in 
the  granting  of  personal  or  commercial  access  or  any  other  rights  otherwise  avail* 
able  to  U.S,  citizens  generally. 

To  me  the  most  forthright  way  to  do  this  would  ho  to  make  the 
thing  outright  and  take  it  off  the  back  of  the  President. 

Because  I do  not  see  how  the  President  can  make  a false  determi- 
nation and  I think  we  get  into  a situation  here,  whero  wo,  as  a nation, 
have  said  repeatedly  that  one  of  the  chief  foreign  policies  was  that  we 
permit  other  nations  to  have  the  complete  right  of  self-determination. 

Now  we  may  disagree  with  those  in  America,  but  it  seems  to  mo 
here  that  we  are  placing  the  President  up  against  a hopeless  situation. 

U.S.  INTERFERENCE  IN  POLICY  OF  FOREION  GOVERNMENT 

I disagree  with  the  ruling  of  the  distinguished  judge  from  New 
York  on  this  matter  because  there  is  a deep  question  in  my  mind  as 
to  how  far  we  have  a right  to  go  in  interfering  with  the  character, 
nature,  and  beliefs  of  other  governments. 

Now,  if  you  want  to  pin  that  flat  on  it  and  say  that  Congress  shall 
not  give  it  to  any  nation,  all  right.  Then  we  will  all  vote  on  this 
hare  proposition. 

But  it  seems  fo  me,  while  T supported  the  Lehman  resolution  3 
years  ago,  it  scorns  to  me  that  this  is  going  in  a direction  which  is 
almost  certain  to  lead  to  trouble.  I have  studied  the  resolution.  I 
studied  the  amendment  offered  by  Senator  Morse  and  you  two 
gentlemen  with  the  idea  of  possibly  joining  in  its  support. 

I have  reluctantly  reached  the  conclusion  that  it  has  many"  dangers 
in  it. 

Senator  Keating.  I might  respond  to  the  Senator  by  saying  that 
T respect  his  views.  As  lie  knows  better  than  I,  legislation  is  always 
a product  of  a certain  amount  of  compromise. 

The  principle  involved  is  apparently  one  on  which  he  and  I are  not 
in  disagreement.  Certainly,  I regret  that  the  amendment  was  not 
added  to  the  authorization  bill,  which  was  certainly  the  more  appro- 
priate place  for  it.  Actually,  it  might  be  more  clearly  in  order  to 
provide  that  no  funds  should  be  granted  to  a country  which  actually 
follows  these  practices,  but  I seriously  question  whether  such  an 
amendment  would  succeed  on  the  floor  or  would  bo  favorably  reported 
by  the  committee. 

I hope  that  this  type  of  amendment  will  be  successful. 

COMPARISON  WITH  LEHMAN  RESOLUTION 

Senator  Allott.  The  Senator  will  agree,  I am  sure,  that  there  is  a 
world  of  difference  between  the  amendment  that  is  proposed  here  and 
the  resolving  clause  of  tho  Lehman  resolution. 

Senator  Keating.  Well,  I would  not  say  a world  of  difference,  but 
the  language  is  different.  The  objective  I think  is  very  much  the  same. 

Senator  Allott.  Let  me  ask  the  Senator  this:  Does  he  concede 
that  in  any  way  the  United  States  could  under  the  Mutual  Security 
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Act  make  funds  available  for  Saudi  Arabia  if  this  was  the  will  of 
Congress  under  the  clause  of  the  amendment  which  was  offered? 

Senator  Keating.  Yes,  I think  we  could. 

Senator  Allott.  How? 

Senator  Keating.  If  the  President  made  a determination  that 
Congress  was  wrong,  then  I think  the  funds  could  be  made  available. 

Senator  Allott.  The  President  cannot  make  a determination  in 
violation  of  the  laws  of  Congress.  I hope  we  are  still  legislating  the 
laws  which  govern  this  country.  This  is  the  point  that  I am  con- 
cerned about  in  this. 

Senator  Keating.  If  the  President  made  tho  finding  which  is  called 
for  in  this  resolution,  then  it  would  ho  possible  for  the  funds  to  be 
made  available.  Ho  could  completely  ignore  this  language  because 
it  is  only  a sense  of  Congress  resolution. 

I do  not  expect  that  any  President  would  completely  ignore  it. 

Senator  Allott.  I think  you  will  agree  with  me  that  the  President 
could  not  determine  that  no  distinctions  are  made  because  of  race  or 
religion  in  Saudi  Arabia? 

Senator  Keating,  Well,  among  American  citizens. 

Senator  Allott,  Among  American  citizens. 

PURPOSE  OF  AMENDMENT 

Senator  Keating.  Wo  aro  talking  here  about  American  citizens. 
We  are  not  seeking  by  this  amendment  to  change  the  religion  or 
beliefs  of  the  people  of  Saudi  Arabia. 

Senator  Allott.  What  you  are  telling  them  is  a fact,  and  while  I 
agree  that  they  should  not  do  this,  I feel  very  strongly  about  it;  what 
you  are  doing  is  telling  in  effect  that  they  shall  admit  people  of  a 
certain  race  with  whom  they  are  by  long  history,  religious  and  other- 
wise, greatly  opposed  to. 

Senator  Keating.  We  are  saying  if  they  want  American  aid  they 
must  treat  all  Americans  alike,  and  that  that  is  the  sense  of  Congress. 

We  are  not  even  going  so  far  as  to  say  that  that  determination  shall 
be  final  and  conclusive. 

Senator  Allott.  I want  to  thank  the  Senator. 

Senator  Ellender.  Senator,  this  would  apply  to  Americans  only 
and  particularly  to  those  Americans  who  apply  for  work  with  various 
oil  companies  and  who  work  at  the  airbase? 

Senator  Keating.  That  would  be  one  of  the  ways. 

Senator  Javits.  Mr.  Chairman,  may  I respond  to  Senator  Allott's 

auestion?  I am  sorry  he  is  not  here  now,  DUt  I do  think  we  have 
lings  of  record  which  should  be  referred  to. 

NO  LONG  HISTORY  OF  DISCORD 

Senator  Allott  referred  to  me  in  respect  to  this  amendment.  In  the 
first  place,  there  is  no  such  history  of  thousands  of  years  of  strain  or 
antagonism  between  Arabs  and  Jews.  On  the  contrary  the  two 
Semetic  races,  which  includes  the  Arabs,  lived  in  the  greatest  concord 
and  friendship  for  centuries. 

It  was  only  in  connection  with  the  first  movement  to  establish  any 
appreciable  number  of  Jews  in  what  is  now  Israel,  indeed  dating  only 
not  more  than  35  years  back,  beginning  in  the  1920's,  when  you 
began  to  have  any  strain  of  this  character  at  all. 


296 


MUTUAL  SECURITY  APPROPRIATIONS,  I960 


So  it  is  not  a fact  that  we  have  a long  history  of  antagonism  and 
hatred.  That  is  point  1. 

MEANING  OF  A “SENSE”  RESOLUTION 

Secondly,  a sense  resolution  we  all  understand,  the  President  under- 
stands, everybody  else  understands,  represents  what  we  lawyers  call 
a wish  of  the  Congress.  The  President  in  the  interest  of  national 
security  interest  could,  as  he  has  on  countless  occasions,  say  that  he 
cannot  carry  out  that  wish  at  this  time;  he  will  when  ho  can. 

This  is  the  reason  that  it  is  the  sense  of  Congress  and  it  is  the 
reason  that  I and  Senator  Keating  and  others  like  us  urged  upon 
Senator  Morse  not  to  make  it  mandatory.  - ‘ 

This  is  inherent  in  debate,  the  legislative  history  and  the  tradition 
of  sense  resolutions. 

NEED  FOR  RESTATEMENT  OF  ATTITUDE 

Finally,  Mr.  Chairman,  as  to  the  reason  for  the  difference  between 
this  resolution  and  the  Lehman  resolution,  it  is  because  so  long  a 
period  of  time  has  elapsed  and  nothing  has  happoned.  Hence  tho 
desire  is  to  restate  this  perhaps  in  stronger  terms,  but  still  not  man- 
dating it  upon  the  President. 

As  to  reference  to  the  New  York  court  decision  on  this  whole  con- 
troversy, Mr.  Chairman,  as  my  colleague  has  pointed  out,  what  is 
before  this  committee  is  a question  of  where  and  how  wo  spend  our 
monoy  and  what  we  are  saying  is  that  wo  should  not  at  the  same  time 
spend  our  monev  and  be  compelled  to  discriminate  among  our  citizens; 
it  is  not  Saudi  Arabia  discrim  mating,  we  discriminate. 

ENFORCED  PRACTICES  UNACCEPTABLE 

We  do  not  include  Americans  of  the  Jewish  faith  belonging  to  Com- 
pany Able  of  a particular  regiment  of  a particular  division  which  goes 
to  the  Dhahran  Air  Base  as  a security  unit — we  extract,  we  screen  out 
the  soldiers  of  the  Jowish  faith  and  we  do  not  send  them. 

This  is  so  contrary  to  the  morality  and  practice  of  our  country  as 
to  be  intolerable. 

Now,  Mr.  Chairman,  as  to  the  decision  of  the  Supreme  Court  of 
the  Stato  of  New  York,  let  me  point  out  that  the  laws  of  the  State 
of  New  York  are  opposed  to  discrimination  on  racial  ground  or  religious 
ground  in  offering  opportunities  for  employment. 

MEANING  OF  SUPREME  COURT  DECISION 

The  Saudi  Arabia  Government  has  endeavored  to  enforce  this  upon 
Aramco  in  its  hiring  of  employees  to  work  in  New  York.  Aramco 
said  to  tho  New  York  Supreme  Court:  “You  cannot  enjoin  U9  under 
New  York  law  because  we  have  to  do  this  or  we  will  be  ejected  from 
Saudi  Arabia.” 

The  New  York  courts  have  properly  said,  “You  may  be  ejeoted  from 
Saudi  Arabia  or  not,  but  the  Kingdom  of  Saudi  Arabia  cannot  exempt 
you  from  the  laws  of  the  State  of  New  York.” 

I think  that  is  in  essence  what  we  are  arguing  here  under  the  Con- 
stitution of  the  United  States. 
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For  all  those  reasons,  Mr.  Chairman,  I believe  that  the  points  made 
by  Senator  Allott — whom  I respect,  and,  incidentally,  know  inde- 
pendently and  will  testify  here  that  he  has  given  the  most  thorough 
and  searching  inquiry  to  this  matter  in  the  hope  that  he  could  join  in 
it — but  the  met  that  he  in  good  conscience  felt  that  he  could  not — 
does  not  necessarily  mean,  and  he  would  be  the  first  man  to  say  so, 
that  this  is  not  a sound  thing. 

In  his  judgment  he  may  think  it  is  not,  but  it  may  be  in  the  judg- 
ment of  others  the  right  thing  to  do  and  on  an  absolute  basis. 

Thank  you,  Mr.  Chairman,  for  this  opportunity. 

Chairman  Hayden.  Thank  you,  gentlemen. 

Senator  Saltonstall.  Mr.  Chairman,  I would  like  to  say  that  I 
have  been  at  the  Interstate  and  Foreign  Commerce  Committee  on 
another  bill  and  the  subcommittee  of  this  committee  on  military  con- 
struction this  morning. 

May  I make  it  clear  on  the  record  that  I support  the  principles  of 
the  suggested  amendment  of  Senator  Javits  and  the  others  and  hope 
I may  be  helpful  in  working  out  language  that  covers  the  purposes  of 
this  amendment  and  at  the  same  time  is  administratively  practicable. 

Chairman  Hayden.  The  next  witness  this  morning  is  Mr.  Joseph 
C.  Satterthwaite,  Assistant  Secretary  of  State  for  African  Affairs. 

Senator  Ellender.  Mr.  Chairman,  I wish  to  say  that  it  has  been 
my  privilege  to  know  Mr.  Satterthwaite  for  quite  some  time.  I had 
the  pleasure  of  meeting  with  him  at  two 'or  three  posts.  I also  met 
his  lovely  wife  and  littlp  girl.  I know  the  African  desk  is  in  good  hands 
when  it  is  in  the  hands  of  Mr.  Satterthwaite. 

Senator  Dworsh a k.  Mr.  Chairman,.  I am  also  happy  to  see  my 
good  friend,  My.' Satterthwaite,  because  I believe  the  last' time  I saw 
him  was  in  Eangoon,  Burma,  where  Senator  Ellender  and  I were 
guests  at  his  home.  j \ ./  \ 
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AFRICA 

STATEMENTS  OF  HON.  JOSEPH  C.  SATTERTH  WAITE,  ASSISTANT 
SECRETARY  OF  STATE  FOR  AFRICAN  AFFAIRS;  MARCUS  J. 
GORDON,  REGIONAL  DIRECTOR,  OFFICE  OF  AFRICAN  AND 
EUROPEAN  OPERATIONS,  INTERNATIONAL  COOPERATION  AD- 
MINISTRATION; REAR  ADM.  E.  B.  GRANTHAM,  JR.,  USN, 
DIRECTOR,  NEAR  EAST,  SOUTH  ASIA,  AND  AFRICA  REGION, 
DEPARTMENT  OF  DEFENSE;  ACCOMPANIED  BY  J.  E.  MURPHY, 
INSPECTOR  GENERAL  AND  COMPTROLLER,  MUTUAL  SECURITY; 
GEORGE  DOLGIN,  POLITICO-ECONOMIC  ADVISER;  VINCENT 
SHERRY,  PROGRAM  OFFICER,  DEPARTMENT  OF  STATE;  STUART 
H.  VAN  DYKE,  ASSISTANT  DEPUTY  DIRECTOR,  OFFICE  OF  THE 
DEPUTY  DIRECTOR  FOR  OPERATIONS;  OLIVER  L.  SAUSE,  CHIEF, 
AFRICAN  AND  EUROPEAN  PROGRAM  STAFF;  C.  HERBERT  REES, 
PROGRAM  OFFICER,  OFFICE  OF  THE  DEPUTY  DIRECTOR  FOR 
PROGRAM  AND  PLANNING;  EDWARD  F.  TENNANT,  ACTING 
ASSISTANT  DEPUTY  DIRECTOR-CONTROLLER,  INTERNATIONAL 
COOPERATION  ADMINISTRATION;  CHARLES  H.  SHUFF,  DEPUTY 
ASSISTANT  SECRETARY  FOR  MILITARY  ASSISTANCE  PROGRAMS, 
OASD,  ISA;  BRIG.  GEN.  JAMES  H.  POLK,  USA,  DIRECTOR,  OFFICE 
OF  PLANNING;  MONROE  LEIGH,  ASSISTANT  GENERAL  COUNSEL 
FOR  INTERNATIONAL  AFFAIRS;  COL.  EDWIN  V.  SUTHERLAND, 
USA,  NEAR  EAST,  SOUTH  ASIA,  AND  AFRICA  REGION;  MARKLEY 
SHAW,  ISA  COMPTROLLER;  AND  COL.  VICTOR  H.  KING,  USAF, 
DEFENSE  COORDINATOR  FOR  MAP  CONGRESSIONAL  PRESENTA- 
TION, DEPARTMENT  OF  DEFENSE 

General  Statement 

Mr.  Satterth  waite.  Mr.  Chairman,  Senator  Ellen  der,  and  Senator 
Dworshak  are  very  kind  indeed  and  I am  most  appreciative. 

Chairman  Hayden.  In  view  of  the  time  I think  the  committee 
would  appreciate  it  if  you  would  highlight  your  statement  as  you  go 
along. 

Mr.  Satterthwaite.  Mr.  Chairman,  may  I say  first  that  since 
the  three  distinguished  Senators  who  have  testified  on  an  amendment 
to  this  bill  directed  their  remarks  principally  toward  a country  which 
is  not  in  my  area,  you  will  not  expect  me,  I know,  to  comment  upon  it. 
However,  my  Department,  of  course,  will  want  to  comment  on  that 
amendment  when  the  appropriate  time  comes,  possibly  tomorrow 
when  Mr.  Hart  testifies  for  tne  Bureau  of  Near  Eastern  and  South 
Asian  Affairs. 

Mr,  Chairman,  and  members  of  the  committee: 

PATTERN  or  NEW  AFRICA 

I hardly  need  emphasize  the  fact  that  there  is  probably  no  area  on 
earth  today  more  alive  with  change,  more  politically,  socially  and 
economically  on  the  move  than  Africa.  Seldom  in  history  have  such 
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tremendous  changes  come  to  any  continent  as  those  we  have  seen  in 
Africa  since  the  end  of  World  War  II.  The  pattern  of  the  new  Africa 
is  unfolding  rapidly.  While  we  still  talk  of  much  of  tliis  vast  continent 
of  220  million  people  as  an  uncommitted  area,  it  is  difficult  for  me  to 
emphasize  sufficiently  the  urgency  of  the  problems  wo  face  in  Africa. 

As  nation  after  nation  reaches  independence — and  wo  have  seen 
tliis  happen  in  Libya,  Morocco,  Tunisia,  Ghana,  and  Guinea  sinco 
World  War  II — almost  the  first  concern  of  these  now  governments  is 
the  imperative  need  to  show  reasonable  results  in  improving  the  stand- 
ard of  living  of  its  people.  This  becomes  of  decisive  political  im- 
portance to  the  survival  of  these  new  governments.  One  tiling  is 
certain:  We  must  understand  the  vast  political  potential  of  this  great 
continent,  and  to  do  so  we  must  understand  the  aspirations  of  Africa’s 
people.  Tho  surge  toward  self-government  will  again  be  reflected 
during  1960  when  Nigeria,  Cameroun,  Togo,  and  Somalia  will  emerge 
as  independent  nations. 

The  past  year  in  Africa  has  beon  marked  by  this  onrushing  tide  of 
African  self-determination.  Nationalism  has  erupted  in  area  after 
area  in  places  where  a year  ago  its  rise  would  have  seemed  most 
unlikely.  Some  of  the  most  recent  manifestations  were  the  achieve- 
ment of  full  independence  by  Guinea,  as  a result  of  its  voters’  decision 
in  a referendum  on  September  28,  1958;  the  All-African  Peoples  Con- 
ference at  Accra,  Ghana,  in  December  1958,  and  the  riots  in  Leopold- 
ville and  Nyasaland.  In  short,  little  of  Africa  remains  unstirred  by 
the  desire  for  greater  self-expression. 

STRUGGLE  FOR  INDEPENDENCE 

The  disorders  we  are  now  seeing  in  Africa  can  be  infectious  and  the 
separate  but  spreading  outbreaks  over  the  continent  of  Africa  are 
disturbing.  While  there  is  a great  distance  separating  these  disorders, 
there  is  for  many  of  them  a basic  common  denominator.  It  is  the 
struggle  for  independence,  the  powerful  appeal  of  nationalism  even 
before  institutions  to  channelize  it  constructively  can  be  evolved. 

Senator  Ellender.  When  you  speak  of  independence,  is  it  not  a 
fact  that  in  the  case  of  the  Gold  Coast  and  Nigeria  the  British  will 
more  or  less  hold  economic  control  there. 

Mr.  Sattherthwaite.  In  the  case  of  Nigeria,  Senator  Ellender, 
independence  will  be  granted  on  October  1 of  1960,  following  which 
they  will  have  the  samo  liberties  as  the  other  members  of  the  Common- 
wealth. 

BRITISH  CONTROL 

Senator  Ellender.  That  is  right. 

In  other  words,  the  British  still  hold  some  kind  of  control  just  as 
they  do  in  North  and  South  Rhodesia? 

Mr.  Satterthwaite.  They  do  now;  yes,  sir.  But  after  independ- 
ence they  will  have  no  more  than  they  do,  for  instance,  in  India. 

Senator  Ellender.  Of  course,  they  will  retain  their  commercial 
ties  there? 

Mr.  Satterth waite.  Yes. 

Senator  Ellender.  And  they  will  also  have  a representative  there. 
What  is  the  title  of  the  British  representative? 
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Mr.  Satterthwaite.  Governor  General.  They  will  then  have  a 
high  commissioner. 

Senator  Ellender.  He  will  more  or  less  assist  the  new  government? 
Mr.  Satterth Waite.  Mv  experience  in  Ceylon  was  that  once  they 
became  members  of  the  Commonwealth,  they  are  really,  for  most 
intents  and  purposes,  independent. 

Senator  Ellender.  They  gradually  drift  that  way,  but  the  point 
is  the  British  usually  maintain  somo  control  of  businesses  so  that  any 
development  inures  not  only  to  the  benefit  of  the  local  people,  but  to 
the  British  as  well. 

In  view  of  this  whjr  doesn't  the  British  render  the  assistance  instead 
of  us?  Why  should  wo  go  there  and  pick  up  the  tabs? 

Mr.  Satterthwaite.  Senator,  I hope  that  we  won't  pick  up  the 
tabs  except  in  a very  small  fashion. 

Our  liono  is  that  m all  these  emerging  countries  the  metropolitan 
powers  will  continue,  wherever  it  is  politically  and  financially  possible, 
to  give  assistance. 

Senator  Ellender.  Wo  are  doing  it  all  over  the  world.  We  even 
assist  the  British  possessions  in  South  America. 

ASSISTANCE  TO  NIGERIA 

Mr.  Satterth waite.  The  British  assistance  to  Nigeria,  I am  con- 
fident, will  be  the  principal  assistance  they  receive  after  they  obtain 
independence,  but  such  small  assistance  as  wo  give  them  in  technical 
cooperation  will  I believe  be  very  helpful  and  important  to  that  coun- 
try. 

Senator  Ellender.  I hope  we  will  limit  it  to  technical  assistance 
and  not  include  development  funds. 

I understand  that  applications  for  money  are  being  made  to  con- 
struct facilities  in  those  countries.  I remember  when  I was  in  Lagos 
in  1 954  wo  were  being  asked  to  contribute  quite  a large  sum  to  harness 
some  big  river  there. 

I presume  sooner  or  later  we  are  going  to  get  hooked  with  that,  too, 
unless  we  are  careful. 

PREPARED  STATEMENT 

Mr.  Satterth  waite.  Mr.  Chairman,  you  have  asked  me  to  hit  the 
highlights.  May  I request  that  my  statement  be  inserted. 

Chairman  Hayden.  It  will  be  included  in  full  in  the  record. 

Mr.  Satterthwaite.  Thank  you. 

(The  statement  referred  to  follows:) 

Mr.  Chairman  and  members  of  the  committee,  I am  glad  of  this  opportunity 
to  discuss  with  you  the  mutual  security  program  and  Africa.  My  appearance 
before  you  may  in  itself  be  of  some  significance,  since  it  is  the  first  time  that  an 
Assistant  Secretary  of  State  for  African  Affairs  has  made  such  an  appearance 
before  this  committee  on  the  mutual  security  program.  This  fact  of  course 
reflects  the  recognition  on  the  part  nf  the  Congress,  which  last  year  approved  a 
new  position  of  Assistant  Secretary  of  State  to  head  the  Bureau  of  African  Affairs, 
of  the  growing  importance  of  Africa  to  the  free  world. 

I hardly  need  emphasize  the  fact  that  there  is  probably  no  Rrea  on  earth  today 
more  alive  with  change,  more  politically,  socially,  and  economically  on  the  move 
than  Africa.  Seldom  in  history  have  such  tremendous  chamres  come  to  any  con- 
tinent as  those  wc  have  seen  in  Africa  since  the  end  of  World  War  II.  The  pattern 
of  the  new  Africa  is  unfolding  rapidly.  While  we  still  talk  of  much  of  this  vast 
continent  of  220  million  people  as  an  uncommitted  area,  it  is  difficult  for  me  to 
emphasize  sufficiently  the  urgency  of  the  problems  we  face  in  Africa.  As  nation 
after  nation  reaches  independence — and  we  have  seen  this  happen  in  Libya, 
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Morocco,  Tunisia,  Ghana,  and  Guinea  since  World  War  II — almost  the  first  con- 
cern of  these  new  governments  is  the  imperative  need  to  show  reasonable  results 
in  improving  the  standard  of  living  of  its  people.  Tins  becomes  of  decisive  polit- 
ical importance  to  the  survival  of  these  new  governments.  One  thing  is  certain: 
We  must  understand  the  vast  political  potential  of  this  great  continent,  and  to  do 
so  we  must  understand  the  aspirations  of  Africa’s  people.  The  surge  toward  self- 
government  will  again  be  reilected  during  19(10  when  Nigeria,  Cameroon,  Togo, 
and  Somalia  will  emerge  as  independent  nations. 

The  past  year  in  Africa  has  been  marked  by  this  onrushing  tide  of  African  self- 
determination.  Nationalism  has  erupted  in  area  after  urea  in  places  where  a 
year  ago  its  rise  would  have  seemed  mo3t  unlikely.  Some  of  the  most  recent 
manifestations  were  the  achievement  of  full  independence  by  Guinea,  us  a result 
of  its  voters’  decision  in  a referendum  on  September  28,  1958;  the  All-African 
Peoples  Conference  at  Accra,  Ghana,  in  December  1958,  and  the  riots  in  Leopold- 
ville and  Nyasaland,  In  short,  little  of  Africa  remuins  unstirred  by  the  desire 
for  greater  self-expression.  The  disorders  we  are  now  seeing  in  Africa  can  be 
infectious  and  the  separate  but  spreading  outbreaks  over  the  continent  of  Africa 
are  disturbing.  While  there  is  great  distance  separating  these  disorders,  there  is 
for  many  of  them  a basic  common  denominator.  It  is  the  strugglo  for  inde- 
pendence, the  powerful  appeal  of  nationalism  even  before  institutions  to  channelize 
it  constructively  can  be  evolved. 

The  aspirations  of  the  pan-African  independence  movement  were  recently 
highlighted  by  the  gathering  of  nonofficial  delegates  from  all  over  the  continental 
Accra  to  the  aforementioned  All-African  Peoples  Conference,  One  result  of  the 
Conference  was  to  set  up  headquarters  in  Acca  to  coordinate  the  various  national- 
ist movements.  Although  gome  of  the  resolutions  adopted  at  Accra  were  contro- 
versial, it  is  evident  that  they  generally  reflected  the  aspirations  of  the  Africans 
for  self-government  and  economic  and  social  progress,  as  well  as  their  basic  and 
determined  opposition  to  colonialism  and  racial  discrimination. 

The  new  African  States  which  have  emerged — as  well  as  those  of  longer  dura- 
tion— are,  in  general,  governed  by  regimes  which  are  moderate,  friendly,  and 
dedicated  to  tne  maintenance  of  their  independence.  In  this  we  are  most  for- 
tunate for  these  are  tremendous  assets  to  the  free  world  which  must  be  conserved 
and  strengthened.  But  if  those  moderate  regimes  are  to  maintain  themselves 
and  justify  their  present  orientation,  they  must  be  able  to  deoinonstrate  to  their 
peoples,  in  concrete  and  understandable  terms,  the  advantages  of  cooperation 
with  the  West  and  of  middle-of-the-road  approaches  to  the  solution  of  their 
current  pressing  problems. 

I do  not  believe  I need  stress  the  importance  of  Africa  to  the  free  world,  because 
by  now  this  has  become  an  accepted  fact.  We  all  know  of  Africa’s  strategic 
importance  to  the  free  world  as  evidenced  in  the  major  U.S.  air,  naval,  and  com- 
munications facilities  maintained  in  Morocco,  Libya,  and  Ethiopia.  There  is 
also  of  course  a direct  relationship  between  north  African  stability  and  peace 
and  that  of  the  European  and  Mediterranean  areas.  Sub-Sahara  Africa’s  con- 
tribution of  strategic  raw  materials — uranium,  diamonds,  manganese,  tin,  copper, 
chrome,  to  mention  a few — is  of  vital  importance  to  Africa’s  own  development 
and  to  free  world  strength  and  security.  The  influence  of  African  leaders  and 
African  “blocs”  in  world  affairs  and  in  international  councils  is  growing.  The 
use  of  this  influence  voiced  in  support  of  free  world  aims  is  a significant  factor  in 
debates  on  international  issues. 

THE  COMMUNIST  THREAT  TO  AFRICA 

The  yearnings  and  aspirations  in  Africa  that  I have  previously  discusse  * 
indicate  quite  clearly  that  we  must  accept  the  fact  that  tne  Communists  will 
seek  to  gain  influence  on  this  great  continent.  It  has  been  demonstrated  time 
and  again  that  they  have  techniques  with  which  to  exploit  local  difficulties  and 
emotional  issues.  They  particularly  espouse  nationalism  in  dependent  areas 
and  in  new  nations  outside  their  own  zone  of  influence.  Above  all  they  seek 
to  exacerbate  difficulties  from  whatever  trouble  they  spring — economic,  raciaL 
and  tribal — and  there  is  always  an  adequate  quota  of  trouble  in  new,  inexperienced 
states. 

During  the  past  year,  the  outlines  of  the  Communist  offensive  in  Africa  have 
emerged  with  startling  rapidity.  The  organizational  groundwork  for  Communist 

Senetration  was  laid  at  the  Cairo  Afro-Asian  Peoples  Solidarity  Conference  in 
anuary  1958,  with  the  establishment  of  a permanent  secretariat  under  indirect 
Communist  control. 
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In  addition  to  tint  utilization  of  tlu>  Afro-Aalnn  solidarity  mechanism,  tlio 
Communist  bloc  Ims  made  considerable  progress  iti  oHlabiishing  diplomatic, 
collnral,  ami  economic  ties  with  the  newly  Independent  African  HlnleN.  Trade 
ugrcomriitu  have  already  been  signed  with  Ethiopia,  Morocco,  Tunisia,  mnl 
(Itihteti,  while  full  diplomatic  relations  arc  now  established  with  Ethiopia,  Libya. 
Morocco,  (luinea,  ami  (Itmim,  I’oiuimmiHt  offers  of  loans,  grants,  and  technical 
assistance  aro  being  effectively  exploited  on  a widespread  Imwia  in  conjunction 
with  aiitiroloiiialiMf  ami  promitiomdist  propaganda.  It  is  anticipated  Unit 
( Van  mill  list  efforts  to  infiltrate  and  dominate  tradn  union,  student,  and  profes- 
sional groups  will  ho  greatly  tutousilled  and  will  lake  advantage  of  tho  various 
conferences  of  Hindi  groups  organised  under  tho  asm pices  of  the . Afro-Asian 
Solidarity  t'mmcil. 

Tho  immediate  Communist  objec th  o in  Africa  is  tho  lion  idol  ion  of  all  Western 
and  particularly  D.S.  influence,  in  the  pursuit  of  this  objective,  it  can  he  antici- 
pated that  diplomatic,  economic,  cultural,  and  subversive  weapons  will  be  em- 
ployed in  coordination  to  exploit  to  the  full  the  openings  created  by  the  revolution- 
ary political  and  social  ferment  now  sweeping  the  continent. 

Thus  far  the  Kremlin  lias  appealed  to  the  instinctive  neutralism  of  tho  newly 
independent  nations,  which  are  eager  for  economic  as  well  as  political  inde- 
pendence, Soviet  officials  have  hitherto  used  Cairo  as  a platform  from  which  to 
offer  sweeping  easy  trade  and  aid  terms  to  all  of  Africa. 

KCONOMIC  l‘nom.KHS  ANt>  THW  MUTl’AI.  HBOimiTY  I’KOflJtAM 

Our  inoat  important  tool  in  helping  Africa  wltii  her  economic  problems  is  tho 
mutual  security  program,  through  winch  wo  can  help  tlm  many  emergent  nations 
in  their  need  for  tho  technical  ami  managerial  skills  which  are  a must  before  any 
country  can  hope  to  start  on  the  road  toward  develop  moot.  Without  those  skills, 
no  amount  of  capital  will  bring  about  growth, 

Africa’s  economic  and  social  needs,  Like  its  political  and  racial  problems,  aro  as 
great  ns  tho  continent  itself.  The  realisation  of  its  economic  potential  is  a 
tremendous  task  which  has  barely  begun. 

Unemployment,  trade  deficits,  scarcity  of  skilled  labor  and  managerial  personnel, 
lack  of  resources,  lack  of  educational  and  bealth  facilities,  paucity  of  private  unci 
public  investment  capital,  ami  economic  dislocations  arising  from  uncertainties 
in  their  foreign  relationships  with  other  countries  aro  but  somo  of  tho  problems 
facing  tho  independent  nations  ot  Africa  today. 

All  of  those  social  and  economic  problems  constitute  a major  challenge.  No 
one  nation  can  possibly  solve  them  alone.  Africa  must  have  and  doserves  tho 
cooperative  support  of  hor  free  world  friends  in  this  endeavor.  To  tho  extent 
that  tho  African  states  are  successful  in  maintaining  their  independence,  in  de- 
veloping their  human  and  natural  resources,  and  in  assuming  a constructive  and 
responsible  role  in  world  affairs,  so  will  they  inspire  others  and  demonstrate  to 
those  about  to  achieve  self-government  the  practical  rosults  of  moderation  and 
oooperation.  In  this  context  it  is  clear  that  external  aid  is  a key  to  the  realiza- 
tion of  these  advantages. 

European  countries  continue  to  play  a major  role  in  tho  economic  advancement 
of  Africa,  particularly  in  the  dependent,  territories.  European  governments 
through  bilateral  efforts  have  been  providing  significant  amounts  of  assistance 
and  investments  in  African  areas,  much  of  which  is  for  economic  development. 
The  International  Bank  for  Reconstruction  and  Development  and  United  Nations 
Technical  Assistance  have  also  been  making  valuable  contributions  to  Africa’s 
growth.  In  addition,  private  capital  has  made  an  enormous  contribution  to  tho 
development  of  Africa.  I cannot  emphasize  too  strongly  the  urgent  need  for 
additional  private  investment  abroad  and  the  enlistment  of  private  managerial 
and  technical  talents  so  desperately  in  demand  in  Africa. 

The  mutual  security  program,  as  a vital  arm  of  U.8.  foreign  policy,  is  becoming 
an  increasingly  important  factor  in  Africa  in  achieving  both  short-  and  long-term 
objectives  in  that  continent.  Its  personnel  carry  out  programs  which  are  often 
as  important,  to  the  success  of  our  foreign  policy  as  the  efforts  of  our  more  tradi- 
tional diplomacy. 

Our  objectives  in  Africa  are  simply  stated.  As  a responsible  world  power  the 
United  States  seeks  to  contribute  to  the  peace,  stability,  and  prosperity  of  the 
African  Continent.  We  favor  the  orderly  development  of  the  area  toward  self- 
government.  To  the  extent  possible,  we  stand  ready  with  positive  programs  to 
assist  the  newly  independent  states  to  remain  strong  and  able  to  work  out  their 
own  destinies  without  outside  interference  by  inimical  interests. 
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Thu  St  i it  oh  encourages  those  developments  without  seeking  to  displace 

tinvono  In  Africa.  We  regard  sympathetically  the  legitimate  nspinilimiH  of  the 
African  peoples,  white  hi  the  nnim*  time  encouraging  their  retention  of  mutually 
advantageous  ties  with  Jhirupenn  powers.  We  recognize  the  essentially  comple- 
mentary clmrnoler  <if  the  European  and  Afrieun  Continents.  The  economies  of 
the  European  powers  would  Kiiifer  greatly  if  they  were  denied  access  to  African 
markets,  raw  inaterialH,  and  Investment  opportunities.  Africa,  at  the  Name  time, 
can  effectively  expand  it h Ichh  highly  developed  eemiomicH  with  tiie  technical 
knowledge,  capital,  export  markets,  and  mnnufiicluroH  which  Europe  and  tiio 
oilier  free  world  countries  are  aide  to  provide. 

My  colleagues  of  the  Itefense  Department  mid  I CTA  are  prepared  to  answer  vnur 
specific  questions  on  our  military  and  economic  assistance  programs.  1 would  like 
to  outline  very  hrlelly  our  proponed  programs. 

lUtOI’OHKf)  KISCAI,  Y K A It  I860  1'KOOHAMH 
liconomic  anti  technical  assiatunce 

Tho  economic  and  technical  assistance  progrunm  proposed  lor  Africa  for  fiscal 
year  1900  total  $109  million.  Of  this  total,  $88.3  million  is  for  special  assistance 
and  $’20.7  million  for  technical  cooperation. 

Special  assistance  programs  are  planned  for  tho  three  North  African  countries 
of  Morocco,  Tunisia,  and  Libya,  and  for  Ethiopia,  Hoinalia,  and  Liberia.  Three 
of  these  countries,  Morocco,  Libya,  and  Ethiopia,  contain  important  military 
bases  and  facilities.  All  of  these  countries  aro  of  special  importance  in  maintain' 
Jiigtho  strength  of  the  free  world. 

The  serious  economic  problems  in  these  countries,  while  varied  in  character, 
arc  of  a nature  most  appropriately  addressed  by  special  assistance.  In  Morocco 
and  Tunisia,  high  levels  of  unemployment  and  u general  deterioration  of  their 
economies  with  the  decline  in  French  assistance  aro  presenting  serious  problems  of 
economic  and  political  stability  to  tho  newly  established  governments.  Special 
assists  co  for  these  two  countries  has  been  programed  to  provide  additional 
resources  to  the  development  budgets  to  help  raiso  the  levels  of  economic  activity. 
Hpccial  assistance  for  Libya,  which  is  also  directed  to  development  budgot  re- 
quirements, ha«  particular  significance  when  one  realises  that  this  country  is 
dependent  upon  major  external  assistance  for  its  very  survival  as  a nation. 
In  Homalia,  special  assistance  will  help  this  country  maintain  current  levels  of 
economic  activity  during  this  difficult  period  of  transition  to  independence.  For 
Ethiopia  and  Liberia,  the  fiscal  year  10<iO  special  assistance  programs  have  been 
planned  to  help  broaden  the  impact  of  technical  cooperation  projects  and  in 
this  way,  demonstrate  17.8.  concern  for  their  development  problems. 

Tho  technical  cooperation  program  in  Africa  is  being  expanded  markedly. 
The  $20.7  million  proposed  for  fiscal  year  1900  represents  a 40  percent  increase 
over  the  fiscal  yoar  1906  and  a 00  percent  increase  over  fiscal  year  1908.  Much 
of  this  increase  is  for  newly  established  country  programs  in  Morocco,  Somalia, 
Nigeria,  Ghana,  the  East  African  Territories,  and  the  Federation  of  Rhodesia  and 
Nyasalund.  African  multi-country  projects  are  also  proposed  at  a substantially 
higher  level  largely  as  a result  of  the  National  Academy  of  Sciences’  study  of 
development  problems  in  Africa  south  of  the  Sahara.  The  major  technical 
cooperation  programs  in  Liberia,  Libya,  and  Ethiopia  are  being  continued. 

Military  assistance 

The  United  States  is  currently  engaged  in  a relatively  small  grant  military 
assistance  program  in  Ethiopia,  and  in  cooperation  with  the  British  is  supporting 
a Libyan  army  of  modest  size.  We  have  also  agreed  to  sell  limited  quantities  of 
arms  to  Tunisia,  and  have  in  the  past  made  available  some  light  equipment  for 
purchase  by  Liberia.  Liberia  also  defrays  the  cost  of  a small  U.S.  military 
mission  which  is  engaged  in  training  their  internal  security  forces.  For  fiscal 
year  1950,  $7,370,000  is  proposed  to  continue  military  assistance  to  Africa. 
These  programs  are  designed  to  contribute  to  the  continue  free  world  orientation 
and  stability  of  their  governments  by  enabling  them  to  maintain  armed  forces 
adequate  in  size,  training,  and  equipment  to  assure  internal  security  and  to  deter 
and  defend  themselves  against  local  aggression. 

By  our  economic  and  technical  aid  programs  we  are  assisting  the  leaders  and 
people  of  Africa  to  tackle  their  pressing  internal  problems  and  giving  them  a 
sound  basis  to  hope  for  meaningful  progress  through  nontotalitarian  methods. 
This  hope,  and  the  challenge  to  make  good  on  it  offer  a healthy  focus  for  the 
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strung  nationalism  of  tho  nowly  independent  peoples,  a fooua  much  noodod  to 
nullify  tho appeal  of  i rro^ponnil»lo extremist  movements  which  food  on  honnloHsness, 
While  economic  development  Is  primarily  a took  for  tlio  peoples  of  Africa,  our 
mutual  security  program  in  helping  to  remove  such  bottlenecks  to  development.  «n  a 
lack  of  capital  and  a shortage  or  lack  of  cor  tain  kinds  of  technical  mid  administra- 
tive knowledge  and  skills. 

Africa's  most  pressing  needs  for  economic  growth  nro  In  the  infrastructure  of 
the  economics:  Communications,  transportation,  power,  ports,  and  publio 
services.  It  Is  in  these  areas  of  development  that,  tho  Development  Loan  Fund 
will  heroin©  one  of  the  most  important  elements  of  our  mutual  security  oiFort 
In  Africa. 

Because  of  the  uncertainties  we  face  In  Africa,  with  new  nations  being  born 
almost  overnight,  wc  must  have  flexibility  to  liandlo  the  unforeseen  situations 
mid  emergencies.  It.  is  for  this  reason  that  1 consider  a substantial  contingency 
fund  mi  indispensable  element.  In  this  year’s  aid  request. 

I am  convinced  that  the  yearning  of  l.lin  peoples  of  Africa  for  n better  way  of 
life  presents  us  wil  Ii  one  of  the  great  challenges  of  our  time,  If  we  fail  to  respond 
adequately,  we  may  stand  accused  as  a people  who  proclaim  our  own  satisfaction 
with  the  benefits  of  freedom  and  woll-lieing  but  who  are  insensitive  to  the  yearn- 
ings and  needs  of  others.  Wo  must  recognize  that  our  posture  before  tho  world 
ran  lie  no  bettor  t han  the  manner  In  which  we,  fulfill  obligations  that  flow  from  our 
status  as  the  most,  lnntorlnlly  favored  nation  in  all  history.  The  objective  must 
be  to  help  raise  other  peoples'  standards  of  living.  In  doing  so  wo  shall  also  help 
to  onlcken  the  pace  of  personal  and  political  development,  a goal  which  is  im- 
possible of  achievement  in  the  ubsenco  of  economic  growth. 

The  orientation  of  Africa  will  in  tho  long  run  depend  on  whore  the  leaders  and 
peoples  feel  their  best,  interests  lie.  The  ability  of  the  West  to  oncourago  tho  pro- 
Western  orientation  of  Africa  wilt,  moreover,  probably  depend  less  on  our  ability 
to  convince  Africans  of  the  dangers  of  communism  than  on  onr  demonstrating  to 
them  in  positivo  terms  the  advantages  of  cooperation  with  tho  West. 

Gentlemen,  I cannot  face  with  equanimity  the  prospect  of  a reduction  in  tho 
amounts  we  have  requested  for  economic  programs  in  Africa  in  fiscal  year  1960. 
The  stakes  in  this  vast,  continent  are  groat,  and  under  the  best  of  circumstances 
it  would  be  dillieult  to  guarantee  the  achievement  of  U.S.  objectives  with  tho 
sums  now  requested.  It  must  be  borne  in  mind  that  these  programs  wore  formu- 
lated many  months  ago  and  that  changes  are  taking  place  on  the  African  Continent 
with  almost,  unbelievable  rapidity.  Without,  exception,  these  changes  have 
Intensified  the  original  problems  winch  confronted  ns. 

New'  countries  have  been  created.  Areas  now  independent  or  facing  independ- 
ence find  that  they  have  underestimated  the  responsibilities  and  oosts  of  sov- 
ereignty and  the  depth  of  the  people's  drive  for  economic  advancement.  Stresses 
And  strains  are  occurring  in  the  fabric  of  their  economies  which  jeopardize  political 
stability  and  cause  adverse  reactions  on  the  U.S.  position,  particularly  whore  we 
have  important,  strategic  bases. 

In  order  thnt  our  objectives  mav  be  scoured,  we  will  without  doubt  need  addi- 
tional funds  for  this  area  over  and  above  our  original  program  plans  and  we  are 
counting  on  assistance  from  the  contingency  fund.  There  are  distinct  limits, 
however,  to  tho  extent  to  which  we  mav  depend  upon  this  source,  in  view  of  the 
very  many  worldwide  claims  upon  it  winch  are  anticipated.  We  therefore  could 
not  hope  to  offset  cuts  made  on  onr  planned  economic  programs  by  a resort  to  this 
fund,  and  if  such  cuts  were  made  I l>elicve  it  would  mean  promnture  and  wasteful 
termination  of  many  individual  country  projects  as  well  as  a serious  slow  down  in 
programs  generally. 

The  effect  of  this  on  our  objectives  would  not  be  open  to  doubt.  In  addition 
to  the  danger  to  our  present  position,  such  action  would  create  a vacuum  in  many 
areas.  Nature  abhors  a vacuum,  but  the  Soviet  bloc  profits  from  situations  of  this 
kind. 

Since  my  first  appearance  before  the  Congress  in  support  of  the  mutual  security 
program  in  April  of  this  year,  there  has  been  a notable  increase  in  the  pace  of 
Soviet  politico-economic  infiltration  and  involvement  in  the  African  Continent, 
Approval  of  the  1960  mutual  security  program  for  Africa  in  the  amounts  re- 
quested is  of  signal  importance  to  the  realization  of  the  objectives  of  peace  and 
stability  in  that  vital  part  of  the  world. 

A responsible  Africa  is  emerging  on  the  wotW  scene.  We  must  stand  prepared 
to  give  it  sympathetic  support  and  assistance  if  its  great  potential  is  to  be  achieved 
in  a manner  which  will  also  benefit  the  free  world. 
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GOVERNMENTS  OF  NEW  AFRICAN  KTATE8 

Mr.  Satt  with  watte.  Tim  nmv  African  stales,  which  have  emerged, 
as  well  as  those  of  longer  duration,  arc,  in  general,  governed  by 
regimes  which  mo  moderate,  friendly,  ami  dedicated  to  the  mainte- 
nance of  their  independence. 

in  this  we  are  most  fortunate,  for  these  are  tremendous  assets  to 
the  free  world  which  must  1m  conserved  and  strengthened. 

But  if  these  moderate  regimes  are  to  maintain  themselves  and  justify 
their  present  orientation,  they  must  la*  able  to  demonstrate  to  their 
peoples,  in  concrete  and  undei-sf  amiable  terms,  the  advantages  of 
cooperation  witli  the  West  and  of  middle-of-the-road  approaches  to 
tin1  solution  of  their  current  pressing  problems. 

Senator  Ellkndkii.  When  you  speak  of  the  Communist  bloc,  you 
mean  Russia  and  her  satellites? 

Mr.  Sa tt is HTH wa ite.  Yes,  sir. 

Sub-Sahara  Africa's  contribution  of  strategic  raw  materials — 
uiuminn,  diamonds,  manganese,  tin,  copper,  chrome,  to  mention  a 
few-  is  of  vital  importance  to  Africa's  own  development  and  to  free 
world  strength  and  security.  'The  influence  of  African  leaders  and 
African  blocs  in  world  affairs  and  in  international  councils  is  growing. 
The  use  of  this  influence  voiced  in  support  of  free  world  aims  is  a 
significant  factor  in  debates  on  international  issues. 


THE  COMMUNIST  THREAT  TO  AFRICA 


The  yearnings  and  aspirations  in  Africa  that  I have  previously 
discussed  indicate  quite  clearly  that  wc  must  accept  the  fact  that  the 
Communists  will  seek  to  gain  influence  on  this  great  continent.  It 
has  been  demonstrated  time  and  again  that  they  have  techniques  with 
which  to  exploit  local  difficulties  and  emotional  issues.  They  par- 
ticularly espouse  nationalism  in  dependent  areas  and  in  new  nations 
outside  their  own  zone  of  influence.  Above  all,  they  seek  to  exacerbate 
difficulties  from  whatever  trouble  they  spring — economic,  racial,  and 
tribal --and  there  is  always  an  adequate  quota  of  trouble  in  new, 
inexperienced  states. 

During  the  past  year,  the  outlines  of  the  Communist  offensive  in 
Africa  have  emerged  with  startling  rapidity.  The  organizational 
groundwork  for  Communist  penetration  was  laid  at  the  Cairo  Afro- 
Asian  Peoples  Solidarity  Conference  in  January  1958,  with  the 
establishment  of  a permanent  secretariat  under  indirect  Communist 
control. 

In  addition  to  the  utilization  of  the  Afro-Asian  solidarity  mechanism, 
the  Communist  bloc  has  made  considerable  progress  in  establishing 
diplomatic,  cultural,  and  economic  ties  with  the  newly  independent 
African  states. 


TRADE  AGREEMENTS 


Trade  agreements  have  already  been  signed  with  Ethiopia,  Mo- 
rocco. Tunisia,  and  Guinea,  while  full  diplomatic  relations  are  now 
established  with  Ethiopia,  Libya,  Morocco,  Guinea,  and  Ghana. 

Communist  offers  of  loans,  pants,  and  technical  assistance  are  being 
effectively  exploited  on  a widespread  basis  in  conjunction  with  anti- 
colonialist and  pronationalist  propaganda. 
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Senator  Ellender.  Now,  what  is  wrong  with  that,  Mr.  Sattor- 
thwaito?  Why  should  not  those  people  accept  help  from  other 
countries? 

Mr.  Satterthwaite.  They  are  doing  so,  Senator. 

Senator  Ellender.  You  do  not  think  we  ought  to  object  to  that, 
do  you? 

Mr.  Satterthwaite.  Yes,  sir.  I think  that  it  is  not  in  our  national 
interest. 

Senator  Ellender.  You  think  we  ought  to  step  in  and  give  it  all 
to  them  and  keep  the  Russians  out;  is  that  your  iaea? 

Mr.  Satterthwaite.  Senator,  I am  aware  of  your  feelings  in  this 
respect  and  perhaps  the  time  will  come  when  we  will  be  agreeable  to 
foreign  states  receiving  unlimited  aid  from  the  Soviet  bloc. 

I should  say  that  in  Burma,  whore  you  went  over  the  program,  we 
never  made  a representation  to  the  Burmese  Government  against 
their  accepting  Soviet  aid,  but  we  did  feel  it  wa9  contrary  to  the  free 
world’s  interest. 

RUSSIAN  AID  TO  BURMA 

Senator  Ellender.  Do  you  not  think  it  was  more  or  less  a godsend 
for  Burma  to  receivo  aid  from  the  Russians? 

Of  course,  you  know  what  happened,  the  Burmese  became  verv 
disenchanted  with  the  Russians,  as  a result  of  the  Russian  type  aid. 

As  I remember,  the  Russians  furnished  cement  which  was  left  on 
the  wharves  until  it  turned  to  stone.  In  return  for  the  cement, 
Russia  receivod  rico  from  Burma  which  she  used  to  compete  with 
Burma  in  the  world  rice  market. 

Do  you  not  think  that  if  such  a policy  were  continued  by  the 
Russians  these  countries  would  soon  sour  on  Russia? 

Mr.  Satterthwaite.  That  is  a very  attractive  argument.  I 
think  the  weak  point  in  it  from  the  Department’s  viewpoint  is  that 
with  their  aid  come  hundreds  of  technicians. 

Senator  Ellender.  That  may  be  true.  But  would  we  be  affected 
in  America  if  many  Russian  technicians  came  here? 

Mr.  Satterthwaite.  No,  sir. 

Senator  Ellender.  Of  course  not. 

It  is  my  belief  that  the  more  contact  had  with  the  Russians  the 
better  is  the  chance  to  show  how  phony  communism  is. 

Mr.  Satterthwaite.  Senator,  I don’t  believe  that  can  possibly 
be  the  case  in  Africa  where  the  people  don’t  have  experience  with 
these  problems  that  we  do  and  where  their  standard  of  living  is  so  low. 

Senator  Ellender.  I believe  that  we  should  let  Russia  aid  these 
countries. 

It  is  my  belief  that  this  will  be  the  quickest  way  to  show  these  people 
that  aid  from  Russia  is  not  rendered  to  assist  them  but  rather  to 
permit  Russia  to  get  a hold. on  them.  They  will  soon  find  that  out  no 
matter  how  literate  they  are. 

That  is  why  I think  it  is  a mistake  for  us  to  block  any  of  this  auk 

ARMS  AND  EQUIPMENT  TOR  AFRICAN  COUNTRIES 

Chairman  Hayden.  Could  I ask  this  question : There  is  the  ques- 
tion of  economic  aid  that  Senator  Ellender  very  properly  raised. 
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Now,  how  about  arms  and  equipment  for  the  armed  forces  of  these 
African  countries.  Are  they  being  supplied  from  Communist 
countries? 

Mr.  Satterthwaite.  Mr.  Chairman,  our  military  program  as  Ad- 
miral Grantham’s  statement  points  out,  I am  sorry,  Mr.  Chairman, 
you  are  asking  about  the  Communist  giving  arms? 

Chairman  Hayden.  I am  asking  what  action  the  Communists  have 
taken  to  supply  arms  and  equipment  to  the  African  nations. 

Mr.  Satterthwaite.  The  Czechoslovakian  Government  has  sold 
and  delivered  to  the  Moroccan  Government  one  shipment  of  arms  and 
they  delivered  a certain  number  of  arms  to  Guinea  shortly  after  it 
achieved  its  independence  last  year. 

So  far  as  I know,  that  is  the  limit. 

Senator  Ellender.  Russia  sold  theirs.  We  gave  them  oura,  Did 
we  sell  anything  to  Ethiopia? 

Mr.  Satterthwaitb.  That  is  grant-aid.  In  the  case  of  Tunisia, 
sir,  it  has  been  a sale. 

Senator  Ellender.  But  at  the  beginning  we  refused  because  we 
did  not  want  to  get  involved  in  the  trouble  between  Tunisia  and 
Algeria.  That  is  why  we  did  not  sell  to  them,  Mr.  Satterthwaite. 
That  is  why  they  went  to  some  other  country. 

Mr.  Satterthwaite.  . Mr.  Chairman,  have  I answered 

your  question? 

Chairman  Hayden.  I was  just  curious  about  whether  the  Soviet 
Union  was  offering  these  new  countries  arms  and  equipment  for  their 
military  forces. 

Mr.  Satterthwaite.  Only  in  those  two  cases,  sir.  And  I should 
point  out  that  in  my  discussion  I am  not  referring  to  either  Egypt  or 
Sudan,  nor,  of  course,  to  Algeria. 

Senator  Ellender.  But  all  arms  furnished  so  far  as  you  know,  were 
on  a sale  basis. 

Mr.  Satterthwaite.  I believe  in  the  case  of  Guinea  that  it  was 
an  outright  grant. 

Senator  Ellender.  Do  you  believe,  or  are  you  sure  of  it? 

Mr.  Satterthwaite.  I am  sure  of  it. 

Senator  Ellender.  Of  Guinea? 

Mr.  Satterthwaite.  Yes,  sir. 

Chairman  Hayden.  What  happened  in  the  case  of  Guinea? 

SOVIET  MILITARY  ASSISTANCE  TO  GUINEA 

Mr.  Satterthwaite.  As  you  will  recall,  Mt.  Chairman,  the  French 
withdrew  from  Guinea  and  they  withdrew  the  arms  which  the  security 
forces  had  with  them.  The  Soviet  bloc  immediately  offered  assist- 
ance and  in  very  short  order  did  ship  arms  for  the  Guinea  security 
forces  as  a gift. 

Chairman  Hayden.  Was  it  a large  quantity? 

Mr.  Satterthwaite.  That  is  something  of  a mystery.  Possibly  up 
to  as  many  as  8,000  rifles. 

Senator  Ellender.  That  was  more  or  less  for  internal  security? 

Mr,  Satterthwaite.  Yes.  The  Guineans  say  it  was  3,000. 
Chairman  Hayden.  Thank  you. 
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SOVIET  TECHNICIANS 

Senator  Dwoushak.  You  mentioned  a while  ago  that  the  Soviets 
wero  sending  technicians  into  many  of  theso  underdeveloped  coun- 
tries. Wo  have  likewise  sent  hundreds  and  hundreds  of  technicians  in 
these  countries  for  the  purpose  of  rendering  technical  assistance. 
What  is  your  observation  in  comparing  tho  work  which  is  being  done 
by  theso  American  technicians  and  tho  Russian  technicians?  Have 
you  any  information  on  that? 

Mr.  Sattkuthwaitk.  Let  mo  say  that  Guinea  is  the  only  state  in 
which  a great  many  technicians  have  yet  arrived.  My  observation  is 
that  many  of  theso  technicians  are  also,  of  courso,  agents  for  the 
Soviet  Government  who  are  acting  as  agents  and  whoso  main  purpose 
is  not  that  of  assisting  them  with  technical  assistance. 

Senator  Dwoushak.  Would  that  not  be  apparent  to  tho  people  in 
those  countries  so  that  thoy  would  quickly  recognize  that  the  Soviets 
are  more  interested  iu  promoting  communism  than  thoy  are  in  render- 
ing assistance?  Do  they  not  make  that  observation? 

Mr.  Satterthwaite.  We  would  hope  so,  Senator  Dworshak.  But 
again  let  me  point  out  that  in  the  African  countries  the  rate  of  literacy, 
as  you  know,  is  very  low.  Those  peoplo  are  just  emerging  into  inde- 
pendence. We  do  not  think  many  of  them  would  realize  this. 

TECHNICAL  ASSISTANCE  EMPHASIS  IN  AFRICA 

Senator  Dwoushak.  Why,  what  is  the  emphasis  being  placed  on,  so 
far  as  our  technical  assistance  is  concerned,  agricultural  development 
or  mining?  What  is  it? 

Mr.  Satterthwaite.  In  Africa  it  is  on  agriculture,  health,  and  edu- 
cation. 

I should  turn  to  my  ICA  colleagues  principally.  Perhaps  Mr.  Van 
Dyke  could  give  you  somo  examples  offhand. 

Senator  Dworshak.  Will  you  list  a few  specific  projects? 

TOTAL  REQUEST 

Mr.  Van  Dyke.  The  total  requested  for  technical  cooperation  for 
1960  is  $20,700,000,  of  which  one-third,  roughly,  is  for  agriculture, 
fisheries,  and  forests. 

One-sixth  is  for  education,  and  tho  balance  broken  down  between 
industry  and  mining,  transportation,  health  and  sanitation,  labor, 
public  administration,  and  community  development. 

Senator  Dworshak.  What  do  you  do  in  the  way  of  mining  develop- 
ment? They  have  rich  mineral  deposits  in  many  of  those  countries. 
Is  it  your  objective  to  help  them  aevelop  those  and  to  export  those 
minerals? 

Mr.  Van  Dyke.  Bjr  and  large,  sir,  our  money  will  not  be  spent  to 
assist  mining  operations  because  they  can  normally  be  self-financed 
in  the  world’s  money  market. 

We  would,  however,  help  to  do  such  things  os  to  train  people  to 
work  in  tho  mines,  teach  them  the  elementary  trades,  bricklaying, 
carpentry,  and  so  on,  teach  them  to  read  and  write. 
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AGRICULTURAL  POTENTIAL 

Senator  Dwokshak.  Of  course,  there  their  agriculture  is  very 
provincial.  I presume  there  is  great  potential  in  that  Held? 

Mr.  Van  Dyke.  Yes,  sir;  Africa  has  a great  potential  in  the  agri- 
cultural field. 

This  is  one  area  in  which  we  are  heavily  involved  in  most  countries. 
Senator  Dwokshak.  Aro  they  underfed  and  undernourished  gen- 
erally in  those  countries? 

Mr.  Van  Dyke.  Tho  observation  of  people  wo  send  down  there  is 
that  they  are  very  short  in  proteins.  There  is  ample  starch.  They 
tend  to  cat  a lot  of  rice,  easaba,  and  root  crops. 

Mr.  Satteutii waite.  They  are  scarcely  ever  near  tho  starvation 
level  in  Africa  south  of  the  Sahara. 

Senator  Dwokshak.  They  have  such  wonderful  natural  resources 
that  you  would  think  it.  would  not  require  too  much  technical  assist- 
ance and  work  along  that  line. 

Mr.  Sattekthwaitk,  ICA  is  working  along  that  line  to  help  in  the 
protein  problem. 

As  Senator  EUonder  can  tell  you,  in  Liberia,  for  instance,  you  will 
never  see  a dog  or  cat. 

Senator  Dwokshak.  I have  heard  his  story  with  reference  to  Africa 
where  we  go  into  areas  and  teach  them  how  to  raise  chickens  and 
then  they  disappear  very  quickly. 

Senator  Ellender.  Mr.  Sattorthwaite,  the  gentleman  to  your  left 
statod  that  $20  million  was  being  spent  in  all  of  Africa. 

Mr.  Van  Dyke.  That  is  the  request  for  1960  for  teclmical 
cooperation. 

Senator  Ellender.  How  much  of  that  $20  million  is  used  for 
purposes  other  than  demonstration? 

Mr.  Van  Dyke.  I think  none,  Senator.  We  have  tried  to  screen 
that  out.  Where  capital  improvements  are  proposed  they  are  not 
to  bo  funded  under  technical  assistance. 

JIMM A AGRICULTURAL  SCHOOL  IN  ETHIOPIA 

Senator  Ellender.  When  I was  in  Addis  Ababa  in  1953,  I recall 
we  had  started  building  an  agricultural  school  there.  I made  the 
complaint  then  that  I felt  they  were  using  some  of  the  technical  aid 
funds  in  order  to  build  this  college. 

Now,  to  what  extent  is  any  of  that  being  done  now? 

Mr.  Van  Dyke.  We  have  a contract  with  Oklahoma  State  Uni- 
versity, you  will  recall,  for  services. 

Senator  Ellender.  That  is  for  services;  that  is  for  teaching? 

Mr.  Van  Dyke.  Yes,  sir. 

Senator  Ellender.  I am  talking  about  the  construction  of  the 
Bchool.  It  was  boing  built,  as  I recall,  about  75  to  100  miles  away 
from  Addis  Ababa.  It  was  an  agricultural  school. 

Mr.  Gordon.  That  was  the  Jimma  Agricultural  School.  You  will 
recall  we  visited  it  together  in  1953  when  you  were  there. 

Senator  Ellender.  Yes,  I remember  that.  They  had  just  started 
it.  Their  idea  was  to  try  to  get  the  Ethiopians  to  plant  better  seed 
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and  j hint  it.  in  season.  That  waB  one  of  tho  chief  projects,  I remember, 
and  I thought  it  was  a good  one. 

As  I recall,  we  were  spending  some  of  tho  technical  assistance  fund 
in  the  construction  of  some  of  the  buildings  and  I objected  to  that 
because  I did  not  think  it  was  tho  intent  of  Congress  to  use  technical 
aid  funds  to  make  capital  improvements. 

You  are  now  telling  mo  that  this  is  carefully  screened  and  that  none 
of  tho  $20  million  will  bo  used  for  capital  improvements. 

Mr.  Van  Dyke.  Wo  have,  sir,  within  the  $20  million  technical 
cooperation  program,  some  funds  for  demonstration  supplies  and 
demonstration  equipment, 

Senator  Ellender.  How  much  does  that  amount  to?  I have  been 
told  that  in  some  countries  it  is  as  high  as  20  percent. 

Mr.  Van  Dyke.  We  screen  tho  program  so  it  should  not  exceed 
20  percent. 

Senator  Ellender,  Will  you  give  me  an  example  of  what  you  call 
demonstration  supplies? 

Mr.  Van  Dyke.  Take  tho  Agricultural  School  there  at  Jimma. 
Certainly  some  of  the  equipment  which  you  saw  in  that  institution 
was  financed  under  the  technical  cooperation  program  to  demonstrate 
to  tho  students  methods  of  seed  testing,  for  example. 

CHEMICAL  LABORATORY  EQUIPMENT 

Senator  Ellender.  As  I remember,  we  ended  up  by  supplying 
most  of  the  equipment  necessary  for  an  entire  chemical  laboratory. 
Do  you  consider  that  demonstration? 

Mr.  Van  Dyke.  That  would  bo  training  equipment. 

Senator  Ellender.  If  anothor  school  were  constructed  there,  would 
you  use- technical  aid  funds  to  equip  the  laboratories? 

Mr.  Van  Dyke.  Certainly.  That  is  within  the  framework  of  the 
legislation  under  which  we  are  operating. 

Wo  trv  to  draw  the  lino  whore  there  is  a permanent  capital  improve- 
ment involved,  such  as  construction  of  a building.  We  do  not 
normally  build  buildings  from  the  technical  cooperation  appropria- 
tion, except  perhaps  a demonstration  primary  school  or  some  such 
institution  as  that. 

TEACHER  TRAINING  PROGRAM  IN  LIBYA 

Senator  Ellender.  What  kind  of  program  have  you  for  the  educa- 
tion of  teachors?  I notice  that  you  are  programing  funds  for  teachers 

for  Libyan  schools.  You  have  proposed  an  amount  of dollars. 

Mr.  Van  Dyke.  I would  like  Mr.  Gordon  to  comment  on  that, 
Senator. 

Senator  Ellender.  How. is  that  money  to  be  used? 

Mr.  Satterthwaite.  Senator,  Mr.  Gordon  has  just  taken  up  his 
new  position  after  being  stationed  in  Libya. 

Senator  Ellendeb,  All  right,  Mr.  Gordon. 

Mr.  Gordon.  Mr.  Chairman,  Senator  Ellender,  the  provision  of 
teachers  and  teacher  training  program  in  Libya  has  several  parts  to 
it. 

Out  of  technical  cooperation  funds  we  have  been  providing  tech- 
nical assistance  to  tho  teacher  training  colleges. 
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Senator  Ellender.  When  you  say  you  have  been  providing  tech- 
nical assistance,  do  you  mean  teachers? 

Mr.  Gordon.  We  have  providod  specialists  to  help  them  improve 
their  curriculum;  summer  training  to  upgrade  the  teachers  while  they 
are  teaching;  and  preparation  of  better  teaching  training  materials. 

In  addition  to  that,  in  Libya,  because  of  an  unusual  situation  there, 
we  have  helped  to  procure  teachers.  For  a number  of  years  Libya 
has  been  largely  dependent  upon  foreign  teachers  to  man  its  secondary 
schools.  They  have  had  a cultural  agreement  with  Egypt  under  which 
the  Egyptian  Government  has  been  providing  them  with  most  of  their 
secondary  teachers. 

Senator  Ellender.  At  whose  expense  are  these  teachers  obtained? 
Mr.  Gordon.  They  have  been  subsidized  by  the  Egyptian  Govern- 
ment and  paid  modest  salaries  by  the  Libyan  Government  as  well. 
Senator  Ellender.  How  did  we  come  into  the  picture? 

Mr.  Gordon.  We  came  into  it  in  this  way 

Sonator  Ellender.  I mean  by  way  of  paying  for  the  tcachors. 

RECRUITMENT  OF  TEACHERS 

Mr.  Gordon.  Tho  Libyan  Govemmont  camo  to  us  and  said  they 
would  like  to  be  loss  dependent  upon  ono  source  for  thoir  teachers. 
They  would  like  to  reduce  the  domination  of  the  Egyptians  over  thoir 
secondary  school  system. 

It  was  becoming  clear  to  them  that  this  was  somowhat  in  the  nature 
of  an  apparatus  used  for  political  purposes. 

They  asked  us  to  help  them  recruit  teachers  from  other  sources, 
Arabic  speaking  teachers,  help  screen  the  applications,  select  teachers, 
and  also  assist  financially. 

Senator  Ellender.  My  question  is:  To  what  extent  havo  we  actu- 
ally used  technical  aid  assistance,  technical  funds,  to  pay  teachers  to 
teach  tho  children  in  Libya? 

Mr.  Gordon.  In  Libya,  tho  payments  for  these  teachers  do  not 
come  out  of  tho  technical  cooperation  program;  they  come  out  of 
special  assistance. 

Senator  Ellender.  What  is  this dollars  for  fiscal  year  1960? 

The  title  of  the  project,  "Provision  of  Teachers  for  Libya  Schools.” 

Do  you  uso  that  much  money, dollars? 

Mr.  Gordon.  Senator,  I believe  that  is  under  special  assistance. 
Senator  Ellender.  Is  all  of  it  special  assistance? 

Mr.  Gordon.  Yes,  provision  of  teachers  under  special  assistance. 
Sonator  Ellender.  I understand.  So  that  any  funds  earmarked 
for  technical  assistance  are  not  used  to  pay  teachers? 

Mr.  Gordon.  That  is  correct,  sir. 

TOTAL  TECHNICAL  ASSISTANCE  FUNDS  PROVIDED  FOR  LIBYA 

Senator  Ellender.  How  much  technical  assistance  funds  do  we 
provide  for  Libya? 

Mr.  Gordon.  In  tho  fiscal  year  1960,  $2.75  million  are  proposed. 
Senator  Ellender.  How  do  you  use  that  outside  of  tho  teaching? 
Do  you  have  that? 

Air.  Gordon.  Yes,  we  can  give  you  that  breakdown:  $766,000  for 
agriculture,  forestry,  and  fisheries;  $139,000  for  industry  and  mining; 
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$297,000  for  health  and  sanitation;  $296,000  for  education ; and  public 
administration,  $120,000;  community  development,  $55,000;  and 
general  and  miscellaneous,  $1,197,000. 

Senator  Ellen  d Kit.  I notice  here  that  Libya  is  down  for 

dollars.  What  is  that  for?  Will  you  give  us  a breakdown  as  to  how 
that  money  will  bo  used? 

PROJECT  TYPE  ASSISTANCE) 

Mr.  Murphy. dollars  of  that  is  for  project  typo  assistance, 

Senator  Ellendeu.  Such  as? 

Mr.  Murphy.  I will  give  you  the  details  in  ft  minute. 

dollars  is  proposed  for  financing  commodity  imports.  That 

is  the  way  the  breakdown  would  occur. 

Now,  on  project  assistance  the  illustrative  breakdown  would  bo  as 
follows: 

In  tho  field  of  agriculture,  forestry,  and  fisheries, . 

In  tho  field  of  industry  and  mining,  - — . 

In  transportation, , 

Health  and  sanitation, . 

Education, •. 

Public  administration, , 

Community  development  and  social  welfare, . 

And  general  and  miscellaneous, . 

Now,  tho  details  as  to  what  project  that  would  ho  used  for  and  their 
cost  components  arc  set  out,  Senator,  on  pages  1(55  and  160. 

Now,  with  respect  to  tho  proposed  commodity  import  program  of 
— — — this  is  sot  out  on  pago  109  and  in  this  instance  it  is  con  tom- 

plated  that  it  will  bo  used  entirely  for  financing  the  import  of -. 

Senator  Ellendeu.  Lot  me  ask  you  this: 

Arc  these  funds being  used  under  tho  auspices  of  our  techni- 

cal program  there? 

In  other  words,  docs  the  Libyan  Government  follow  through  with 
soino  of  the  suggestions  mado  by  our  technicians? 

PROGRAM  TECHNICIANS 

Mr.  Gordon.  Senator,  if  I may  answer  that,  in  Libya  it  happons 
that  almost  all  of  tho  projects  being  carried  out  with  special  assistance 
funds,  although  they  aro  under  tho  general  supervision  of  tho  Libyan 
Government,  are  being  carried  out  with  the  advice  and  assistance  of 
American  technicians  who  aro  financed  from  the  TC  funds.  There 
aro  a fow  exceptions  whore  there  are  some  good  Libyan  technicians  or 
others  w’hero  there  aro  some  other  foreigners,  British  or  Dutch  na- 
tionals, who  aro  helping  the  Libyans. 

But  in  all  eases  our  people  have  reviewed  the  projects  technically, 
and  in  many  cases  they  are  actually  helping  to  supervise  tho  projects. 

FOREST  PROJECT  IN  DESERT 

Senator  Ellender.  As  I recall,  you  had  some  forestry  projects 
there  in  the  sand  dunes  where  you  tried  to  anchor  tho  desert;  is  that 
work  progressing?  Is  that  tho  kind  of  work  you  are  doing  in  forestry? 

Mr.  Gordon.  There  is  very  little  of  that  being  (lone  now.  In  a 
few  areas  where  there  was  difficulty  with  tho  sana  moving  into  pro- 
ductive land  lliero  was  some  sand  dune  stabilization. 
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WATER  PnOJF,CT9 

Senator  Ellender.  I notice  in  Tunisia  as  well  as  Libya  that  efforts 
wore  made  to  drill  wells  in  order  to  get  fresh  water.  Is  that  program 
still  going  on? 

Mr.  Gordon.  There  is  well  drilling.  The  main  effort  is  to  preservo 
the  surface  water.  Wo  know  there  is  a limited  amount  of  ground 
wator.  Therefore,  we  are  concentrating  on  rehabilitating  old  Roman 
cisterns,  building  dikes,  and  terraces. 

TRUE  PLANTING 

Getting  back  to  forestry  for  the  moment,  the  primary  effort  is 
tree  planting  and  building  up  the  capacity  of  the  nurseries.  Wo 
have  expanded  the  nursery  capacity  from  2 million  to  0 million  trees. 

Senator  Ellender.  Before  you  do  the  tree  planting  do  you  have 
to  anchor  the  sand  dunes  so  that  the  wind  will  not  blow  them  away? 
Is  that  the  kind  of  work  that  is  going  on  now? 

Mr.  Gordon.  Moat  of  the  tree  painting,  Senator  Ellender,  is  not 
in  the  sand  areas.  It  is  actually  on  what  they  call  the  jebel,  the  high 
olovations  in  Tripolitania  and  Oyrcnaica,  whero  the  potential  is  much 
bettor. 

Senator  Ellender.  Wlml  cooperation  are  you  getting  from  the 
Government  in  furnishing  labor  to  proceed  with  those  projects? 

Mr.  Gordon.  We  are  getting  excellent  cooperation  in  forestry. 

That  happens  to  be  one  of  the  few  fields  in  which  the  Libyan 
Government  has  a trained  man.  They  have  a forester  who  was 
trained  in  the  United  States  who  is  in  charge  of  forestry  work  in 
Cyrenaicn. 

GOVERNMENT  DEPENDENT  ON  FOREIGN  AID 

Senator  Ellender.  Docs  the  Libyan  Government  in  anywise  match 

the  contributions  we  aro  making,  this *■—  that  Mr.  Murphy  just 

mentioned  a moment  ago? 

Mr.  Gordon.  Senator,  the  Libyan  Government  is  dependent  on 
foreign  aid  from  the  United  States  anti  the  United  Kingdom  for  its 
entire  development  program  and  also  for  part  of  its  regular  budget. 
It  has  needed  budgetary  assistance  since  it  became  independent, 
and  it  is  receiving  substantial  assistance  from  both  the  United  States 
and  United  Kingdom. 

Senator  Ellender.  In  other  words,  there  is  very  little  money 
collected  from  Libyan  citizens  by  way  of  taxation? 

Mr.  Gordon.  Their  income  is  very  small.  Their  main  revenue  is 
from  customs  receipts.  Revenues  were  $40.0  million  as  compared 
with  total  cxjicndituro  of  $56.2  million  in  the  1959  budget. 

So  they  have  a deficit  of  $15.0  million. 

Senator  Ellender.  $40.6  million  is  a bigger  sum  than  I thought 
they  were  able  to  obtain.  I guess  the  soldiers  there  account  for  a 
good  deal  of  that. 

Mr.  Gordon.  They  account  for  part  of  it.  That  figure  also 
includes  the  grants  from  the  United  Kingdom  and  special  Air  Force 
funds  so  that,  direct  Libyan  Government  revenues  would  bo  about 
$30  million. 
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OIL  STRIKE  SOUTH  OF  BBNG-HAZI 

Senator  Ellender.  I notice  they  struck  a huge  oil  pool  100  miles 
or  so  south  of  Benghazi. 

Mr.  Gordon.  That  is  right. 

Senator  Ellender.  Will  you  take  that  into  consideration  in 
preparing  your  next  budget? 

Mr.  Gordon.  It  will  probably  be  at  least  2 years,  perhaps  3,  before 
the  Libyan  Government  realizes  any  revenues  from  this.  The  oil 
striko  does  look  very  encouraging.  ^fiioy  will,  I think,  have  to  put 
down  more  holes  before  they  really  know  the  size  of  tho  field,  tho 
amount  of  oil  available. 

MILITARY  ASSISTANCE  TO  ETHIOPIA 

Senator  Ellender.  Who  is  familiar,  Mr.  Satterthwaite,  with 
Ethiopia?  I would  like  to  know  a little  moro  about  its  military 
assistance  program. 

Admiral  Grantham.  Senator,  wo  aro  supporting  in  total  strength 
about . 

Senator  Ellender.  You  mean  soldiers? 

Admiral  Grantham.  Soldiers,  airmen  and  navy.  They  have  a 
small  navy  and  a small  air  force. 

Principally  it  is  soldiers,  — soldiers,  the  balance  sailors  and 

airmen. 

Senator  Ellender.  Have  we  trainers  there? 

Admiral  Grantham.  Yes,  sir;  we  do. 

But  their  navy  is  trained  by  Norwegians  and  their  air  force  by 
Swedes,  their  army  by  Americans. 

Senator  Ellender.  Who  pays  for  all  of  that? 

Admiral  Grantham.  The  Ethiopian  Government  pays  for  the  hire 
of  the  Norwegians  and  the  Swedes,  and  we  give  them  grant  aid  lo 
cover  their  army. 

Senator  Ellender.  How  is  that  money  used, — . 

Admiral  Grantham,  That,  will  be  used  for  military  equipment  to 
furnish  them  the  kind  of  light  equipment  they  need  for  internal 
security  matters. 

Senator  Ellender.  Primarily  for  that? 

Admiral  Grantham.  Primarily  for  that. 

PAY  OK  SOLDIER8 

Senator  Ellender.  Now,  will  any  of  this  money  be  used  to  pay 
tho  soldiers? 

Admiral  Granthaij.  No,  sir;  that  is  a chargo  against  the  Ethiopian 
Government. 

Sonator  Ellender.  This  is  Btrictly  to  pay  for  equipment  so  as  to 
assure  internal  security? 

Admiral  Grantham.  Equipment  and  training.  — . 

I am  sure  that  Mr.  Satterthwaite  will  agree  wo  should  carry  on  with 
this  commitment. 

MILITARY  ASSISTANCE  TO  ETHIOPIA  IN  IMS 

Senator  Ellender.  What  is  the  total  amount  of  military  assistance 
we  have  given  to  Ethiopia  through  fiscal  year  1959? 
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Admiral  Grantham.  Through  the  fiscal  year  1959  tho  cumulative 

program  has  been . 

Senator  Ellender.  This  year  you  havo . 

Admiral  Grantham.  That  is  right. 

Senator  Ellender.  Is  that  about  as  much  as  3ro  u have  furnished 
per  year  in  the  past,  ox*  lias  it  decreased? 

Admiral  Grantham.  — I believe  is  a little  loss. 

You  see,  Senator,  we  had  in  1959, . 

Sonator  Ellender.  As  I understand,  Ethiopia  is  the  only  country 
in  Africa  to  which  we  are  furnishing  military  assistance. 

Admiral  Grantham.  Well,  there  has  been  a slight  change  in  that. 
Wo  are  currently  furnishing  it  to  Tunisia,  but  in  sales. 

Senator  Ellender.  I am  talking  about  grants. 

Admiral  Grantham.  We  have  in  the  past  furnished  something  for 
Libya, , 

Senator  Ellender.  Yes;  I understand. 

Admiral  Grantham.  Right  now  Ethiopia  is  the  only  country. 
Senator  Ellender.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Sattbuth waite.  Shall  1 continue  with  my  statement,  Mr. 
Chairman? 

Chairman  Hayden.  Yes,  sir.  I think  we  will  go  on  another  15 
minutes. 

COMMUNIST  OBJECTIVES  IN  AFRICA 

Mr.  Satterthwaite.  Wc  wero  speaking  of  tho  Communist  objec- 
tives in  Africa  wluch  wc  sec  to  be  the  liquidation  of  all  Western  and 
particularly  tho  U.S.  influence.  In  the  pursuit  of  this  objective,  it 
can  bo  anticipated  that  diplomatic,  economic,  cultural,  and  subversive 
weapons  will  be  employed  in  coordination  tc  exploit  to  the  full  the 
openings  created  by  the  revolutionary  political  and  social  ferment 
now  sweeping  the  continent. 

Thus  far  the  Kremlin  has  appealed  to  the  instinctive  neutralism  of 
the  newly  independent  nations,  which  are  eager  for  economic  as  well 
as  political  independence.  Soviet  officials  have  hitherto  used  Cairo  as 
a platform  from  which  to  offer  sweeping  easy  trade  and  aid  terms  to 
all  of  Africa. 

ECONOMIC  PROBLEMS  AND  THE  MUTUAL  8ECUBITT  PROGRAM 

Our  most  I mportant  tool  in  helping  Africa  with  h or  economic  prob- 
lems is  the  mutual  security  program,  through  which  wo  can  help  the 
many  emergent  nations  in  their  need  for  tho  technical  and  managerial 
skills  which  are  a must  before  any  country  can  hope  to  start  on  the 
road  toward  development.  Without  these  skills,  no  amount  of  capital 
will  bring  about  growth. 

Africa’s  economic  and  social  needs,  like  its  political  and  racial 
problems,  are  as  great  as  the  continent  itself.  The  realization  of  its 
economic  potential  is  a tremendous  task  which  has  barely  begun. 

Unemployment,  trade  deficits,  scarcity  of  skilled  labor  and  mana- 
gerial personnel,  lack  of  resources,  lack  of  educational  and  health 
facilities,  paucity  of  private  and  public  investment  capital,  and 
economic  dislocations  arising  from  uncertainties  in  their  foreign 
relationships  with  other  countries  are  but  some  of  tho  problems  facing 
the  independent  nations  of  Africa  today. 
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All  of  these  social  and  economic  problems  constitute  a major 
challenge.  No  one  nation  can  possibly  solve  them  alone.  Africa 
must  have  and  deserves  the  cooperative  support  of  hor  free  world 
friends  in  this  endeavor.  To  the  extent  that  the  African  states  are 
successful  in  maintaining  their  independence,  in  developing  their 
human  and  natural  resources,  and  in  assuming  a constructive  and 
responsible  role  in  world  affairs,  so  will  they  inspire  others  and  demon- 
strate to  those  about  to  achieve  self-government  the  practical  results 
of  moderation  and  cooperation.  In  this  context  it  is  clear  that 
external  aid  is  a key  to  the  realization  of  these  advantages. 

BOLE  OI  EUROPE  IN  ECONOMIC  ADVANCEMENT  OP  AFRICA 

European  countries  continue  to  play  a major  role  in  the  economic 
advancement  of  Africa,  particularly  in  the  dependent  territories. 
European  governments  through  bilateral  efforts  have  been  providing 
significant  amounts  of  assistance  and  investments  in  African  areas, 
much  of  which  is  for  economic  development. 

The  International  Bank  for  Reconstruction  and  Development  aud 
United  Nations  Technical  Assistance  have  also  been  making  valuable 
contributions  to  Africa’s  growth.  In  addition,  private  capital  has 
made  an  enormous  contribution  to  the  development  of  Africa.  I 
cannot  emphasize  too  strongly  the  urgent  need  for  additional  private 
investment  abroad  and  the  enlistment  of  private  managerial  and 
technical  talents  so  desperately  in  demand  in  Africa. 

The  mutual  security  program,  as  a vital  arm  of  U.S,  foreign  policy, 
is  becoming  an  increasingly  important  factor  in  Africa  in  achieving 
both  short-  and  long-term  objectives  in  that  continent.  Its  personnel 
carry  out  programs  which  are  often  as  important  to  the  success  of  our 
foreign  policy  as  the  efforts  of  our  more  traditional  diplomacy. 

U.S.  OBJECTIVES  IN  AFRICA 

Our  objectives  in  Africa  are  simply  stated.  As  a responsible  world 
power  the  United  States  seeks  to  contribute  to  the  peace,  stability, 
and  prosperity  of  the  African  Continent.  We  favor  the  orderly  devel- 
opment of  the  area  toward  self-government.  To  the  extent  possible, 
we  stand  ready  with  positive  programs  to  assist  the  newly  independent 
states  to  remain  strong  and  able  to  work  out  their  own  destinies  with- 
out outside  interference  by  inimical  interests. 

The  United  States  encourages  these  developments  without  seeking 
to  displace  anyone  in  Africa.  We  regard  sympathetically  the  legiti- 
mate aspirations  of  the  African  peoples,  while  at  the  same  time  en- 
couraging their  retention  of  mutually  advantageous  ties  with  European 
powers. 

We  recognize  the  essentially  complementary  character  of  the 
European  and  African  Continents.  The  economies  of  the  European 
powers  would  suffer  greatly  if  they  were  denied  access  to  African 
markets,  raw  materials  and  investment  opportunities.  Africa,  at  the 
same  time,  can  effectively  expand  its  less  highly  developed  economies- 
with  the  technical  knowledge,  capital,  export  markets  and  manu- 
factures which  Europe  and  the  other  free  world  countries  are  able  to 
provide. 

Chairman  Hayden.  You  have  very  well  covered  the  economic  and 
technical  assistance  problem  unless  there  are  some  further  questions. 
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TOTAL  ECONOMIC  AND  TECHNICAL  ASSISTANCE  PROGRAMS 

Senator  Ellender.  I notico,  Mr.  Satterthwaite,  that  the  total  for 

1960  in  economic  and  technical  assistance  programs  is dollars. 

Mr.  Satterthwaite.  That  is  right. 

Senator  Ellender.  I presume  that  includes  the dollars  that 

we  are  giving  to  Libya? 

Mr.  Satterthwaite.  To  Morocco. 

Senator  Ellender.  To  Morocco? 

Mr.  Satterthwaite.  Yes,  sir.  It  is  a combination  of  special  and 
technical  assistance. 

Senator  Ellender.  I do  not  want  to  go  into  details  now  but  is  that 
money  being  spent  in  the  same  manner  and  for  the  same  purpose  as  you 
described  for  Libj^a? 

Mr.  Satterthwaite.  Sir,  the  technical  cooperation  assistance  to 
Morocco,  of  course,  is  only  $1  million. 

Senator  Ellender.  I know  that.  I am  talking  about  the 

dollars.  How  is  that  money  being  spent? 

Mr.  Van  Dyke.  I would  like  to  respond  to  that.  Let  me  tell  you 
how  the  1959  money  was  spent. 

Senator  Ellender.  We  have  it  hore  for  1959.  I would  like  to  know 

what  the  proposed dollars  will  be  used  for. 

Mr.  Van  Dyke.  If  you  will  look  ou  page  181  of  this  presentation 
you  will  see  the  proposed  breakdown  as  between  commodities. 

— dollars  for  surplus  agricultural  commodities. 

Senator  Ellender.  Now,  this  — • — — ■ dollars,  is  that  to  buy  our 
surpluses? 

Mr.  Van  Dyke.  Yes,  sir;  under  section  402. 

Another  — dollars  proposed  for  food  which  is  nonsurplus, 

namely, . 

Senator  Ellender.  Are  those  goods  being  bought  directly  by 
importers  of  that  country  through  exporters  from  this  country? 

Mr.  Van  Dyke.  Yes,  sir;  this  is  handled  through  private  channels 
of  trade  in  accordance  with  our  legislation. 

Senator  Ellender.  And  the  funds  to  pay  for  them  are  furnished  by 
us? 

Mr.  Van  Dyke.  The  dollars  are  furnished  by  us  and  the  eventual 
consumer  puts  up  counterpart  funds. 

Senator  Ellender.  Tho  counterpart  funds  are  then  used  for 
economic  assistance? 

Mr.  Van  Dyke.  That  is  right. 

Senator  Ellender.  Does  the  same  thing  prevail  so  far  as  you  know 
as  for  the  other  funds  for  the  rest  of  Africa? 

Mr.  Van  Dyke.  Each  country  is  a little  different. 

Senator  Ellender.  I know  that  they  buy  different  things  because 
their  needs  are  different,  but  tho  question  I would  like  to  propound  is 
this: 

Do  you  know  if  any  of  these  funds  are  being  paid  directly  to  the 
rulers  of  Morocco  or  Tunisia? 

Mr.  Van  Dyke.  No,  sir.  Mr.  Murphy  might  want  to  comment 
on  that.  He  has  a system  by  which  such  things  are  precluded. 

Mr.  Murphy.  I would  have  to  give  the  same  answer,  Senator 
Ellender. 

Senator  Ellender.  You  do  not  know? 
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Mr.  Murphy.  I don’t  know  of  any  suck  funds  being  paid  directly 
to  any  of  the  rulers. 

If  it  were  happening,  I am  quite  certain  I would  know  about  it. 
Senator  Ellender.  Well,  as  far  as  you  know  they  are  used  to  pur- 
chase goods  and  merchandise. 

Mr.  Murphy.  That  is  the  plan. 

Senator  Ellender.  And  the  counterpart  funds  are  used  to  carry 
out  projects  under  the  supervision  of  ICA.  Is  that  correct? 

Mr.  Murphy.  This  is  my  understanding  of  the  way  it  is  supposed 
to  work ; yes,  sir. 

Senator  Ellender.  Thank  you,  Mr.  Chairman 

PREPARED  STATEMENT 

Chairman  Hayden.  I think  we  should  have  in  the  record  the 
statements  of  Marcus  J.  Gordon,  Regional  Director  for  Africa  and 
Europe,  and  the  statement  of  Rear  Admiral  Grantham,  Director  for 
Near  East,  South  Asia,  and  Africa  Region. 

We  will  place  those  in  the  record. 

(The  statements  referred  to  follow:) 

Statement  or  Rear  Adm,  E.  B.  Grantham,  Jr.,  USN,  Directob,  Near  East 
South  Asia,  and  Africa  Reoion,  Office  of  Assistant  Secretary  of 
Defense  (International  Security  Affairs),  Department  of  Defense 

AFRICA 

General 

Mr.  Chairman  and  members  of  the  committee,  Africa  lias  for  the  United  States 
a strategic  importance  which  is  frequently  overlooked  because  of  a natural  pre- 
occupation with  areas  in  which  we  face  problems  posing  more  immediate  threats 
to  our  national  security.  Africa's  geography,  human  and  natural  resources  are 
indispensable  assets  which  must  not  be  lost  to  the  free  world.  We  must  do  what- 
ever is  necessary  to  prevent  the  rapidly  developing  tide  of  nationalism  throughout 
the  continent  from  bringing  significant  gains  there  for  international  communism. 
To  date,  direct  bloc  incursions  in  the  military  field  have  been  negligible.  How- 
ever, that  they  are  eager  and  ready  to  capitalize  on  emerging  opportunities  is 
clear.  This  has  been  demonstrated  by  the  promptness  with  which  the  Czechs 
moved  to  provide  armaments  to  newly  independent  Guinea.  This  event  fore- 
shadows a growing  threat  to  free  world  interests  in  the  continent. 

U.S.  Strategic.  Interest 9 

Our  military  assistance  activities  in  Africa  are  relatively  new  and  modest  in 
scope.  But  our  current  strategic  interests  there  are  great,  well  defined,  and 
urgent. 

Our  present  military  interests  are  concentrated  in  Morocco,  Libya,  and  Ethio- 
pia. In  these  countries  are  located  major  U.S.  air,  naval,  and  communications 
facilities. 

In  addition  to  pure  military  requirements  in  Africa,  we  and  our  allies  need  con- 
tinued access  to  a wide  range  of  essential  materials  extending  from  petroleum  in 
the  Sahara  to  uranium  in  the  Belgian  Congo. 

In  short,  we  not  only  have  important  long-range  strategic  requirements  in  Africa, 
but  we  also  have  the  present  and  continuing  need  to  retain  military  installations 
there. 

The  military  assistance  program  for  Africa,  modest  in  scope  as  it  is,  provides  us 
with  a persuasive  instrument  which,  in  concert  with  other  measures  (and  I refer 
especially  to  the  programs  administered  through  the  International  Cooperation 
Administration),  can  secure  for  the  United  States  strategic  advantages  in  the 
continent  essential  to  the  success  of  our  overall  strategy. 

Dollarwise  the  military  assistance  program  for  Africa  is  the  smallest  of  all  the 
regional  programs.  Cumulative  programs  during  the  period  fiscal  year  1950 
through  fiscal  year  1959  amounted  to  an  estimated  $34.4  million.  During  fiscal 
year  1959  we  provided  an  estimated  $10.7  million  in  grant  military  assistance. 
For  fiscal  year  I960  we  are  requesting  a total  of  $7.4  million  for  grant  assistance. 
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COUNTRY  PROGRAMS 

Ethiopia 

Ethiopia  attaches  the  greatest  importance  to  her  armed  forces.  In  the  past 
her  pro- West  orientation  has  offered  the  WeBt  strategically  important  territories; 
certain  important  operational  facilities;  and  a moderating  influence  in  JPan- 
African  and  Afro-Asian  conferences,  particularly  in  support  of  U.N.  collective 
security.  By  providing  military  assistance  we  contribute  to  the  preservation  of 
Ethiopia's  pro-Western  alinonient. 

Libya 

Our  military  interest  in  Libya  centers  in  Wheeius  Air  Force  Base  near  Tripoli, 
headquarters  of  the  17th  Air  Force.  This  base  is  important  not  only  strategically, 
but  also  because  of  the  U.S.  Air  Force  training  activity  conducted  there. 

To  assist  the  Libyan  Government  in  maintaining  internal  security,  and  at  the 
same  time  discourage  the  growth  of  Communist  influence,  the  t)nited  States 
supports  a small  military  assistance  program.  To  date  this  assistance  has  been 
shared  by  the  United  States  and  the  United  Kingdom. 

fcjTirm  requirements  growing  out  of  joint  United  States-United  Kingdom  consul- 
tations regarding  continued  joint  provision  of  military  aid  are  now  under  process 
of  refinement  and  will  provide  the  basis  for  a modest  U.S.  program  in  fiscal  year 
1960. 

Liberia 

Liberia  maintains  an  active  frontier  force,  cabuble  of  maintaining  internal 
security.  Since  1951  a small  U.S.  Army  mission  has  been  providing  training 
guidance. 

Liberia  cannot  be  expected  to  develop  military  forces  capable  of  contributing 
to  allied  operations.  Its  rvo.  \ oo  >o  the  United  States  lies  in  a substantial 
private  investment  there  . ud  the  necessity  for  demonstrating  our  continuing 
interest  in  her  maintenance  of  internal  stability  and  her  general  well-being. 
Liberia’s  historical  ties  with  the  United  States  cause  her  to  be  viewed  by  the 
other  African  nations  as  an  American  creation,  and  our  attitude  toward  her  is 
considered  as  basically  indicative  of  our  policy  toward  Africa  as  a whole. 

The  limited  military  assistance  which  we  have  provided  her  should  be  regarded 
in  that  context. 

Training  assistance  through  the  small  U.S.  training  mission  assigned  there  will 
be  coni  inued  during  fiscal  year  I960. 

Tunis  a 

The  United  States  first  provided  military  assistance  on  a sales  basis  to  Tunisia 
in  1957  when  that  Government,  feeling  its  security  seriously  threatened  by  polit- 
ical and  military  developments  in  the  general  region,  sought  to  purchase  arms 
from  the  United  States.  Tunisia  has  recently  indicated  additional  requirements 
for  military  equipment.  These  are  now  being  studied  by  the  Department  of 
Defense. 

CONCLUSION 

In  concluding  this  brief  statement  for  the  record,  it  1b  necessary  to  emphasize 
once  again  the  critical  importance  of  our  military  bases  and  installations  in 
Africa  and  the  contribution  they  make  to  our  global  security  system.  The  mili- 
tary assistance  program  is  closely  related  to  retention  of  the  vital  military  privi- 
leges the  United  States  is  granted  in  recipient  countries.  The  cost  involved  is 
small  compared  to  the  privileges  enjoyed. 


Statement  or  Marcus  J.  Gordon,  Regional  Director  For  Africa  and 
Europe,  International  Cooperation  Administration 

AFRICA 

With  Mr.  Satterthwaite’s  statement,  providing  the  political  setting  for  the 
mutual  security  program  in  Africa,  I would  like  to  present  in  further  detail  a 
few  points  on  the  economic  situation  in  Africa,  ICA  program  accomplishments, 
and  the  proposal  for  fiscal  year  1960. 

The  economic  challenge 

Aspirations  for  independence  often  carry  with  them  the  belief  that  freedom 
from  outside  control  will  bring  economic  prosperity.  Yet  the  problems  of  Africa's 
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COUNTRT  PROGRAMS 

Ethiopia 

Ethiopia  attaohes  the  greatest  importance  to  her  armed  forces.  In  the  past 
her  pro-  West  orientation  has  offered  the  West  strategically  important  territories; 
certain  important  operational  facilities;  and  a moderating  influence  in  Pan- 
African  and  Afro-Asian  conferences,  particularly  in  support  of  U.N.  collective 
security.  By  providing  military  assistance  we  contribute  to  the  preservation  of 
Ethiopia’s  pro-Western  alinement. 

Libya 

Our  military  interest  In  Libya  centers  in  Whcclus  Air  Force  Base  near  Tripoli, 
headquarters  of  the  17th  Air  Forco.  This  base  is  important  not  only  strategically, 
but  also  because  of  the  U.8.  Air  Force  training  activity  conducted  there. 

To  assist  the  Libyan  Government  in  maintaining  internal  security,  and  at  the 
same  time  discourage  the  growth  of  Communist  Influence,  the  United  States 
supports  a smalt  military  assistance  program.  To  date  this  assistance  has  been 
shared  by  the  United  States  and  the  United  Kingdom. 

UTirm  requirements  growing  out  of  joint  United  Stiites-United  Kingdom  consul- 
tations regarding  continued  joint  provision  of  military  aid  are  now  under  process 
of  refinement  and  will  provide  the  basis  for  a modest  U.S.  program  in  fiscal  year 
I960. 

Liberia 

Liberia  maintains  an  active  frontier  force,  cabuble  of  maintaining  Internal 
security.  Since  1951  a small  U.S,  Army  mission  has  been  providing  training 
guidance. 

Liberia  cannot  be  expect’  d to  develop  military  forces  capable  of  contributing 
to  edited  operations.  Its  importance  m the  United  States  lies  in  a substantial 
private  investment  there  and  the  ncoessity  for  demonstrating  our  continuing 
interest  in  her  maintenance  of  internal  stability  and  her  general  well-being. 
Liberia’s  historical  ties  with  the  United  States  cause  her  to  be  viewed  by  the 
other  African  nations  as  an  American  creation,  and  our  attitude  toward  nor  is 
considered  as  basically  indicative  of  our  policy  toward  Africa  os  a whole. 

The  limited  military  assistance  which  we  have  provided  her  should  be  regarded 
in  that  context. 

Training  assistance  through  the  small  U.S.  training  mission  assigned  there  will 
be  continued  during  fiscal  year  I960. 

Tunisia 

The  United  States  first  provided  military  assistance  on  a sales  basis  to  Tunisia 
in  1957  when  that  Government,  feeling  its  security  seriously  threatened  by  polit- 
ical and  military  developments  in  the  general  region,  sought  to  purchase  arms 
from  the  Unitea  States.  Tunisia  has  recently  inchoated  additional  requirements 
for  military  equipment.  These  aro  now  being  studied  by  the  Department  of 
Defense. 

CONCLUSION 

In  concluding  this  brief  statement  for  the  record,  it  is  necessary  to  emphasise 
once  again  the  critical  importance  of  our  military  bases  and  installations  in 
Africa  and  the  contribution  they  make  to  our  global  security  system.  The  mili- 
tary assistance  program  is  closely  related  to  retention  of  the  vital  military  privi- 
leges the  United  States  is  granted  in  recipient  countries.  The  cost  involved  is 
small  compared  to  the  privileges  enjoyed. 


Statrment  or  Marcus  J.  Gordon,  Regional  Director  Fob  Africa  and 
Europe,  International  Cooperation  Administration 

AFRICA 

With  Mr.  Sattcrthwaite’s  statement,  providing  the  polltioal  setting  for  the 
mutual  security  program  in  Africa,  I would  like  to  present  in  further  detail  a 
few  points  on  the  economic  situation  in  Africa,  ICA  program  accomplishments, 
and  the  proposal  for  fiscal  year  1060. 

The  economic  challenge 

Aspirations  for  independence  often  carry  with  them  the  belief  that  freedom 
from  outside  control  will  bring  economic  prosperity.  Yet  the  problems  of  Africa’s 
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underdeveloped  economies,  compounded  by  the  shortage  of  trained  administrators 
and  technicians,  are  deep  rooted.  As  the  challenge  of  political  independence  is 
met  and  overcome,  tho  now  African  countries  are  inevitably  faced  with  serious 
problems  in  the  economic  field.  If  they  fail  to  attaok  these  problems,  the  result 
may  be  political  turmoil  more  Intense  than  that  generated  by  the  struggle  for 
independence  itself. 

Tho  task  of  economic  development  in  Africa  is  immense.  A continont  of 
220  million  people,  covering  one-fifth  of  the  world's  inhabited  area,  Africa  con- 
tains some  of  the  most  primitive  areas  of  the  world.  Even  in  areas  where  eco- 
nomic growth  has  be*mn,  much  of  the  population  continues  to  live  at  levels  hardly 
bettor  than  their  ancestors  generations  ago. 

The  average  per  capita  GNP  for  African  countries  (exclusive  of  Sudan  and 
Egypt  but  including  Union  of  South  Africa)  in  1957  was  $125,  the  lowest  for  any 
continent.  Among  the  individual  countrios  tho  figures  in  1958  ran~e  from  a low 
of  $31  In  Somalia  and  $44  in  Ethiopia  to  $191  In  Morocco.  In  terms  of  the 
daily  life  of  the  Soinait  nomad  this  means  a few  handfuls  of  "rain  for  food  and  a 
never-ending  trek  from  waterhole  to  waterhole  with  his  family  and  cattle.  For 
the  Ethiopian  farmer,  it  means  bare  subsistence,  poor  housing,  and  a meager 
crop  after  arduous  labor  with  crude  implements.  To  the  lowest  paid  Rhodesian 
copper  miner,  it  means  a wage  of  $30  per  month,  or  to  the  wor’  ers  in  trade  and 
Industry  in  the  cities  of  Tunisia,  it  means  a standard  wa"e  of  17  cents  an  hour. 
Raising  tho  living  standards  of  these  people,  even  slightly,  will  require  lamc- 
ecale  capital  investment  and  a major  effort  in  tho  transfer  of  technical  skills. 

Although  75  to  85  percent  of  the  population  is  engaged  in  agriculture,  much 
of  Africa  is  characterized  by  infertile  soils,  searing  deserts,  and  dry  steppes  or 
dense  tropics. 

Except,  for  the  extractive  industries,  which  many  Africans  helieve  have  made 
only  limited  contributions  to  their  economic  advancement,  industrial  and  com- 
mercial activitv  is  rudimentary. 

Transportation  facilities  are  sparse,  major  portions  of  the  continent  are  isolated 
from  participation  in  trade  and  the  benefits  of  economic  progress.  In  all  of 
Africa/  there  arc  estimated  to  be  only  755,000  miles  of  roads  as  compared  with 
3 million  miles  in  the  United  States.  Similarly,  there  are  only  46,000  miles  of 
railroad,  practically  all  of  which  Is  on  the  perimeter  of  the  continent  and  rarely 
penetrates  the  vast  hinterlands. 

The  absence  of  a well-developed  infrastructure  is  a major  impediment  to 
development  of  Africa’s  phvsical  resources.  An  even  more  urgent  need  is  the 
development  of  its  human  resources.  I evela  of  education  are  low,  and  there  is 
a critical  shortage  of  Africans  with  technical  skills  and  administrative  know-how. 
The  acuteness  of  this  problem  and  how  directly  It  affects  economic  activity  are 
becoming  particularly  clear  in  those  countries  where  independence  has  recently 
been  achieved,  and  where  there  has  been  an  exodus  of  European  technicians  and 
administrators.  In  Morocco,  16,000  of  the  45,000  French  officials  and  technicians 
left  the  country  between  1955  and  1957.  Tunisia  and  Ghana  have  similar 
problems.  Nigeria,  with  independence  iust  around  the  corner,  is  already  seriously 
concerned  about  the  departure  of  British  technicians  and  administrators.  While 
these  countries  are  applving  stongap  measures  in  an  attempt  to  ease  the  immediate 
problem,  the  basic  solution  lies  in  the  accelerated  preparation  of  Africans  for  these 
poets. 

Illiteracy  in  African  countries  ranges  as  high  as  85  to  99  percent.  The  number 
of  children  in  school  is  but  a fraction  of  the  total  sohool-ago  population.  In 
Somalia,  for  example,  onlv  7 nercent  of  the  elementary  school-a^e  children  are 
In  school.  In  some  countries  there  are  onlv  a few  graduates  o'  secondary  schools 
and  even  fewer  college  graduates;  yet  these  few  must  provide  Africa’s  technical 
and  administrative  leadership. 

The  problem  of  education  is  aggravated  by  serious  problems  of  disease  and 
health.  Death  rates  and  the  incidence  of  debilitating  diseases  are  high.  For 
example,  in  Liberia  60  percent  of  the  total  population  is  afflicted  with  malaria. 
Dvsentery,  tuberculosis,  yaws,  and  bilharsia  are  widespread.  The  annunl  death 
rate  per  thousand  is  30  compared  to  9 in  the  United  States.  Of  all  live-born 
infants,  70  percent  die  before  reaching  the  age  of  2. 

Meeting  this  challenge  is  basically  the  job  of  the  African  people  and  their 
leaders.  Though  they  may  accept  this  responsibility  with  energy  and  enthusiasm, 

It  should  he  recognized  that  none  of  the  African  countries  can  possibly  cope  with 
these  problems  without  assistance  from  other  members  of  the  free  world  com- 
munity. 
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Form*  of  external  assistance 

Assistance  from  European  countries  is  of  major  importance  in  Africa's  de- 
velopment. One  source  of  assistance  from  Europe  is  the  Common  Market  Fund 
whicn  over  6 years  is  providing  $580  million  for  economic  development  in  the 
French  territories.  Belgian  Congo,  and  Somalia.  France,  in  addition,  has, been 
providing  about  5600  million  a year  in  public  funds  to  Algeria  and  French  de- 
pendent territories.  The  United  Kingdom  is  contributing  about  $65  million  a 
year  to  its  territories  and  commonwealth  partners  in  Africa.  Spain,  Belgium, 
and  Italy  continue  to  spend  a combined  total  of  about  $25  million  a year  for  the 
benefit  of  their  associated  African  territories. 

The  International  Bank  for  Reconstruction  and  Development  and  the  United 
Nations  technical  assistance  program  also  arc  playing  important  roles  in  Africa. 
The  IBRD  has  made  loans  in  Africa  (excluding  the  Union  of  South  Africa)  as  of 
December  31,  1953,  totaling  more  than  $300  million  for  such  major  projects  as 
Ethiopian  road  construction,  Nigerian  railroads,  and  electric  power  and  railroad 
projects  in  the  Federation  of  Rhodesia  and  Nyasaland.  Under  the  United 
Nations  expanded  program  for  technical  assistance,  about  $3  million  of  the  world 
total  of  $2(3  million  is  being  spout  annually  in  African  countries,  excluding  Egypt 
and  Sudan. 

Private  enterprise  both  United  States  and  foreign  can  bring  to  Africa  valuable 
assets  of  capital  and  technical  know-how.  However,  other  than  the  major 
private  investment  in  the  extractive  industries,  United  States  and  other  foreign 
private  capital  Rowing  to  Africa  is  meager. 

It  is  U.S.  policy  to  encourage  support  from  these  multilateral  and  bilateral 
government  programs  as  well  as  from  U.S.  and  other  private  enterprise.  These 
sources  by  themselves,  however,  cannot  keep  pace  with  the  economic  problems 
and  aspirations  which  are  growing  at  an  accelerating  rate.  In  the  light  of  Africa’s 
need  for  U.S.  assistance,  au  affirmative  response  is  basic  to  current  and  long- 
range  U.S.  interests. 

Several  instruments  available  to  the  U.S.  Government  are  actively  being  em- 

Sloyed  wherever  feasible  in  support  of  African  development.  The  Export-Import 
lank  and  Public  Daw  480  are  both  tilting  special  needs.  From  June  1950  to 
December  1958  the  Export-Import  Bank  has  made  loans  totaling  $47.1  million 
to  African  countries  where  ICA  has  programs.  These  loans  are  contributing  to 
important  developments  in  air  transportation  in  Ethiopia  and  highway  construc- 
tion in  Liberia,  while  the  possibilities  for  sales  under  title  I of  Public  Law  480 
are  limited  because  there  is  little  commercial  import  demand  for  agricultural 
commodities,  a number  of  relief  and  emergency  situations  have  been  met  with 
grants  under  titles  II  and  III. 

The  mutual  security  program  and  accomplishments 
The  principal  means  of  advancing  U.S.  economic  objectives  in  Africa  are  those 
of  the  mutual  security  program.  Within  this  authority  the  Development  Loan 
Fund  is  employed  to  tne  maximum  extent  possible  to  support  those  long-term 
capital  requirements  that  cannot  be  met  from  other  sources.  To  date  seven  loans 
have  been  approved  for  African  countries  (excluding  Sudan)  totaling  $19.3  million. 
Major  projects  being  financed  by  the  Development  Loan  Fund,  for  example,  are 
a pulp  factory  for  Tunisia  and  telecommunications  in  Liberia.  Depending  upon 
the  adequacy  of  appropriations  made  available  to  the  Development  Loan  Fund 
and  the  development  of  sound  projects  appropriate  for  DLF  financing,  it  is  hoped 
that  loans  from  the  DLF  for  Africa  will  rise  sharply  in  the  next  year. 

Because  of  the  variety  and  complexity  of  Africa’s  needs,  the  Development 
Loan  Fund  cannot  meet  many  of  the  requirements  for  external  assistance.  In 
some  oases  the  principal  need  is  for  assistance  with  immediate  problems  of  political 
and  economic  stability  as  distinct  from  the  needs  for  long-range  eeonomio  growth. 
In  others  there  is  a very  limited  capacity  to  repay,  even  in  local  currencies.  In 
still  others,  the  projects  proposed  for  MSP  financing  are  not  normally  considered 
suitable  for  loan  programs.  The  appropriations  for  special  assistance  and  tech- 
nical cooperation  are  thus  valuable  instruments  in  tne  furtherance  of  African 
advancement,  particularly  sinco  they  permit  allocations  responsive  to  the  special 
U.S.  objectives  in  each  recipient  country  to  be  planned  in  advance.  Accomplish- 
ments to  date.  I believe,  firmly  attest  to  the  value  of  special  assistance  and  tech- 
nical cooperation  as  instruments  for  carrying  out  the  purposes  of  the  mutual  secur- 
ity legislation. 

Special  assistance,  provided  to  Libya,  Morocco,  Tunisia,  Ethiopia,  Liberia  and 
Somalia,  has  contributed  substantially  to  the  furtherance  of  U.8.  objectives  in 
these  areas.  Each  of  these  countries  has  serious  economic  problems;  each  is  of 
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special  importance  in  the  preservation  of  free  world  strength  and  support.  Three 
of  them  contain  military  facilities  important  to  the  free  world  defensive  pattern. 
Failure  to  supply  this  special  assistance  might  result  in  costly  losses  to  the  United 
States  of  free  world  defensive  strength.  It  would  also  lose  the  recognition  ofposi- 
tive  U.S.  concern  for  the  firm  establishment  and  progress  of  new  nations.  Fiscal 
year  1969  special  assistance  programs  for  Afrioa  have  been  approved  to  date  to 
a level  of  $83.4  million  which  is  almost  the  same  amount  ($83  million)  sub- 
mitted to  Congress  a year  ago.  In  general  the  African  programs  have,  not  beon 
seriously  affected  by  the  overall  reduction  in  the  special  assistance  appropriation 
last  year.  The  urgent  requirements  in  this  area  made  it  necessary  to  provide 
the  full  amounts  proposed. 

The  teohnioal  cooperation  programs  now  operating  in  11  African  countries  or 
territories  have  been  effectivo  in  serving  the  basic  in  tor  cats  of  the  host  country 
as  well  as  the  primary  foreign  policy  objectives  of  the  United  States.  These  pro- 
grams, designer!  to  inoreaae  tne  skills  and  raise  the  productivity  of  the  African 
people,  are  creating  a widespread  feeling  that  cooperation  with  the  United  States 
is  bringing  them  the  tools  with  which  they  can  break  out  from  the  vicious  circle  of 
economic  and  social  stagnation. 

The  success  of  these  programs  in  the  African  area,  though  limited  by  the  fact 
that  many  are  relatively  new,  is  already  noteworthy. 

Education,  and  training 

A basic  feature  of  almost  nil  of  the  country  programs  has  been  a concentra- 
tion on  education  and  training.  I use  these  terms  in  the  braodest  context  cover- 
ing the  establishment  of  educational  institutions  and  the  training  of  Africans  in 
the  wide  variety  of  skills  essential  to  economic  growth.  The  lack  of  trained 
African  technicians  and  administrators  who  can  carry  the  main  responsibility 
for  development  is  a major  block  to  economic  progress.  U.S.  assistance  has  had 
a key  role  in  a number  of  significant  achievements  in  this  area.  Forty  educa- 
tional institutions  and  training  centers  have  been  established  or  assisted,  including 
agricultural,  vocational,  and  trade  schools  in  five  African  countries. 

Successful  examples  include  in  Ethiopia  the  Imperial  Ethiopian  College  of 
Agriculture  and  Mechanical  Arts  at  Alem  Maya  and  the  Agricultural  Technical 
School  at  Jimma.  In  this  country,  which  only  a few  years  ago  had  no  trained 
agriculturists,  there  are  now  18  Ethiopians  with  BS  degrees  in  agriculture — 
educated  in  their  own  country — and  175  who  have  graduated  from  the  agricul- 
tural high  school.  Total  enrollment  at  the  college  level  this  year  is  201.  Under 
the  guidance  of  Oklahoma  State  University  a highly  effective  system  of  agricul- 
tural education  based  on  the  land-grant  type  of  agricultural  college  is  being 
adapted  to  Ethiopian  conditions.  By  teaching  modern  practices,  by  developing 
improved  crops  and  breeds  of  farm  animals  through  research  and  experimentn- 
tionj  and  by  training  young  Ethiopian  agriculturists  to  spread  their  newly  acquired 
knowledge  among  their  countrymen,  these  institutions  will  have  a profound 
Influence  on  Ethiopia’s  development. 

In  Liberia,  a self-help  rural  school  development  project  is  helping  to  extend 
elementary  education  into  tho  interior  where  the  great  majority  of  untrained 
Liberians 'live.  Construction  of  a 10-building  complex  with  facilities  for  500 
pupils  was  completed  in  one  district  in  1955.  There  facilities  did  not  prove 
adequate,  so  nine  village  schools  were  erected  in  the  vicinity  by  the  villagers 
with  the  assistance  of  U.S.  technicians.  Completed  in  fiscal  year  1957,  these 
additional  schools  Increased  the  student  enrollment  capacity  to  1,400.  They  are 
spread  over  an  area  of  64  square  miles  including  two  chiefdoms.  So  great  was 
the  local  desire  for  these  schools  that  villagers  carried  building  materials  on  their 
heads  over  narrow  trails  for  distances  of  up  to  12  miles  from  the  end  of  the  motor 
road.  In-service  training  workshops  were  organized  with  help  from  our  tech- 
nicians to  upgrade  teaching  practices  in  the  schools,  and  a supervisor  is  being 
trained  to  administer  the  district. 

English  is  Liberia’s  national  language.  Yet,  at  the  outset,  none  of  the  pupils 
could  speak  it.  Through  technical  assistance  language  Instruction  was  instituted. 
Pupils  can  now  converse  in  English.  Instructional  materials  which  help  relate 
subject  matter  in  the  three  It’s  to  the  students’  needs  and  experiences  have 
been  developed  and  introduced.  With  the  aid  of  the  Agricultural  extension  serv- 
ice, school  gardens  have  been  introduced  to  demonstrate  improved  farming  meth- 
ods and  provide  food  for  boarding  students  at  the  central  school.  U.S.  health 
technicians  have  assisted  in  the  expansion  of  the  central  Hohool’s  water  supply. 
Libraries  have  been  established  at  the  central  school  and  two  of  the  village  schools. 
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During  the  current  fiscal  year,  it  is  planned  to  Inaugurate  an  adult  education  pro- 
gram in  tho  district  involving  instruction  in  health,  agriculture,  arts  and  crafts, 
home  economics  and  literacy. 

In  a similar  effort  to  expand  education  in  Libya,  37  school  buildings  containing 
118  classrooms  were  completed  in  fiscal  year  1958.  This  is  part  of  a larger  pro- 
gram under  which  90  new  school  buildings  have  been  constructed  and  an  addi- 
tional 9 buildings  rehabilitated.  These  include  ordinary  boys'  and  girls'  schools, 
vocational  training  establishments,  and  teacher  training  colleges.  Support  was 
provided  to  five  teacher  training  colleges  with  a total  enrollment  of  1,750.  Co- 
sponsored summer  courses  have  contributed  to  the  upgrading  of  900  elementary 
teachers. 

In  the  field  of  public  health  training,  the  Public  Health  College  and  Training 
Center  at  Gondar,  Ethiopia  is  an  outstanding  example.  By  teaching  young 
Ethiopian  men  and  women  the  principles  and  practices  of  sanitation,  hygiene, 

ereventive  medicine  and  community  health,  and  organizing  them  into  field  teams, 
I.S.  assistance,  in  joint  endeavor  with  WHO,  UNICEF  and  the  Ethiopian  Minis- 
try of  Health,  is  helping  to  establish  a sound  national  public  health  service  in 
Ethiopia.  The  first  class  of  20  health  officers,  15  community  nurses  and  12  sani- 
tarians graduated  in  1957.  These  health  technicians  have  completed  a 1-year 
internship  in  practical  field  work  and  have  now  been  assigned  to  the  Ministry  of 
Public  Health  working  as  teams  in  the  rural  areas.  The  1958  class  of  62  will 
soon  complete  ita  year  of  internship.  . The  training  facilities  at  Gondar  have  been 
improved  immensely  with  a modern  hospital  developed  through  the  rehabilitation 
of  old  hospital  buildings,  the  development  of  a safe  water  supply,  and  the  addition 
of  a modern  operating  room  provided  with  adequate  instruments,  equipment  and 
medicines.  A health  clinic  and  training  center  to  provide  field  experience  for  the 
college  Btudents  has  been  set  up  nearby  and  others  are  under  construction.  This 
center  is  serving  thousands  of  the  Ethiopian  rural  population  while  providing 
necessary  field  experience  for  the  health  teams.  Similar  health  training  programs, 
though  on  a lesser  scale,  are  underway  with  good  results  in  Libya  and  Liberia. 

In  Uganda,  a five-man  team  from  the  Delgado  Trades  School  of  New  Orleans 
under  a contract  with  ICA  is  assisting  the  Kampala  Technical  Institute  in  training 
Africans  in  basic  trades.  Some  of  the  students  will  become  teachers  of  technical 
subjects  for  Uganda's  secondary  schools;  the  others  will  be  skilled  craftsmen  for 
Uganda’s  industry.  Tho  first  text  books  in  basic  technical  fields  are  being  de- 
veloped for  commercial  printing  and  distribution.  This  project  in  Uganda  1b 
but  one  of  several  projects  in  African  countries  In  technical  training  in  industrial 
trades  which  have  been  established  or  supported  with  U.S.  assistance.  There 
are  now  two  trades  schools  in  Ethiopia,  four  in  Libya  and.another  in  Liberia. 

An  interesting  activity  in  Ethiopia  aimed  at  trades  training  in  one  specific  area 
is  the  National  Airlines  training  project,  which  is  preparing  Ethiopian  personnel 
for  positions  with  the  Ethiopian  Airlines.  Thirty  Ethiopian  pilot-candidates  are 
in  ground  school  Link  trainer  and  flight  training;  one  pilot  has  qualified  as  an 
airline  captain.  Thirty-eight  Ethiopian  employees  are  receiving  instruction  in 
line  maintenance,  six  in  a sheet  metal  course,  eight  in  component  overhaul  and 
seven  in  basic  electrical  system  maintenance. 

Nearly  600  Africans  have  been  or  are  receiving  training  under  the  ICA  partici- 
pant program.  Training  of  this  type  covers  a wide  variety  of  technical  subjects 
including,  for  example,  agricultural  extension,  teacher  training,  and  industrial 
loan  servicing.  As  a consequence  of  participant  training,  the  Federal  and  terri- 
torial agricultural  services  of  the  Federation  of  Rhodesia  and  Nyasaland  have 
adapted  the  American  approach  to  land  use  planning  including  aerial  photographs 
and  land  use  classification  techniques  and  consider  it  a major  tool  for  improving 
the  country’s  agriculture. 

Seventeen  Moroccan  rural  teachers  and  three  from  Tunisia  have  received 
1 year  of  teacher  training  in  the  United  States.  They  spent  half  of  the  period 
at  Kansas  State  Teachers  College  and  the  other  half  at  Ohio  State  University. 
Their  studies  were  directed  toward  the  problems  of  rural  education.  Moroccan 
participation  in  this  activity  represented  the  first  project  entered  into  by  the 
Moroccan  Government  to  train  Moroccans  in  the  United  States.  The  participants 
indicated  that  they  had  seen  for  the  first  time  the  relationship  between  the  com- 
munity and  the  school,  and  the  need  for  the  school  to  serve  the  economic  needs 
of  the  community.  In  part,  as  a consequence  of  this  project,  the  Moroccan 
Ministry  of  Education  has  indicated  a desire  to  expand  its  program  in  this  area 
of  teacher  training. 
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Agricultural  development 

While  assistance  in  education  and  training  has  been  substantial,  there  has 
boen  an  equally  Important  concentration  on  agricultural  production  and  related 
problems  of  water  conservation  and  development.  The  forestry  conservation 

8 reject  in  Liberia  is  one  example.  This  project  1b  designed  to  assist  the  Liberian 
overnment  in  the  rational  development  of  its  bountiful  but  largely  unexploited 
forest  resources.  The  6rst  phase  or  this  project  to  be  completed  this  year  includes 
the  enactment  of  forest  conservation  legislation,  the  organisation  and  develop- 
ment of  a forestry  service  and  forestry  school,  establishment  of  a system  of 
national  forest  areas,  and  promotion  of  the  development  of  the  forestry  industry. 
It  is  estimated  that  under  wiso  management  the  Liberian  forost  industry  eventually 
would  export  annually  products  valued  at  $120  million  while  fully  replenishing 
timber  reserves. 

ICA  provided  toehnioat  advice  to  the  Government  of  Liberia  in  drafting  legisla- 
tion to  authorize  the  establishment  of  national  forests  and  the  formation  of  a 
forestry  service.  This  legislation  was  enacted  into  law  in  1953.  Under  the 
technical  guidance  of  U.S.  forestry  advisers,  a national  forestry  service  has  been 
established  and  staffed.  It  now  has  a trained  staff  of  61  Liborians  including  forest 
rangers,  guards  and  patrolmen  who  delineate  and  proteot  the  national  forests 
and  maintain  proper  management  practices.  Research  and  promotional  activi- 
' a have  been  carried  out  under  its  aegis.  A goal  of  4 million  acres  was  set  for 
establishment  as  national  forests.  Liberian  teams  trained  by  IGA  technicians 
have  already  surveyed  3.2  million  acres  which  have  been  incorporated  In  the 
national  forest  system.  These  teams  will  complete  tho  survey  of  the  remaining 
0.8  million  acres  in  fiscal  year  1959. 

To  stimulate  the  growth  of  tho  forest  industries,  research,  technical  assistance, 
and  other  promotional  activities  have  been  carried  out  under  the  aegis  of  the 
forestry  service.  Now  uses  have  boon  found  for  Liberian  woods  and  technical 
information  has  been  provided  the  industry  on  timbor  resources,  logging,  saw- 
milling,  and  marketing  problems.  In  large  part  as  a result  of  these’  activities, 
development  of  the  forestry  industry  has  stopped  up  and  utilization  of  Liberian 
woods  significantly  increased.  In  1956  a Liberian-Amorioan  firm  was  organized 
to  undertake  the  first  modern  sawmilling  and  lumber  finishing  operation  for  the 
domestic  market  and  the  manufacture  of  finished  wood  products.  A loan  made 
to  this  firm  in  December  1968  by  the  Development  Loan  Fund  will  enable  it  to 
expand  production  capacity.  Increased  production  by  this  firm  will  further 
reduce  Liberia’s  dependence  on  foreign  sources  of  finished  wood  products.  As 
a result  of  research  under  this  project  it  was  shown  that  certain  Liberian  trees  are 
suitable  for  use  as  railroad  tics.  It  lias  been  announced  that  600,000  ties,  worth 
$3  million,  will  be  made  from  such  timber  and  used  to  extend  the  railroad  of  one 
of  Liberia’s  major  mining  concerns. 

The  Libyan  soil  and  water  conservation  project  has  been  particularly  successful 
in  providing  scarco  water  for  agricultural  ana  domestic  requirements.  In  Trip- 
olitania  at  tho  end  of  1957,  over  10,000  linear  meters  of  rook  and  earth  dikes 
had  been  constructed  affecting  4,300  acres  of  land,  and  64  cisterns  had  been 
cleaned  and  repaired  to  provide  more  than  6 million  gallons  of  water.  The  pro- 
gram of  catching  runoff  water  will  mean  the  growing  of  an  additional  3,800  tons 
of  cereal  crops  each  year  on  a sustained  basis.  This  means  in  rough  terms  a 5 
percent  increase  in  avorage  grain  production  in  Tripolitania.  In  Cyronaica  by 
the  summor  of  1958  a total  of  295  dikes  had  been  constructed  to  irrigate  approxi- 
mately 5,400  acres  of  land. 

Similarly,  in  Tunisia,  the  wator  conservation  program,  financed  from  U.S.- 
owned  local  currencies  with  technical  guidance  from  U.S,  technicians,  is  making 
important  contributions  to  agricultural  production.  Water  retaining  dams  ana 
water  spreading  ditches  have  been  constructed  to  irrigate  500  acres  of  land  which 
is  to  bo  planted  with  20,000  olive  trees,  fruit  trees,  and  date  palms.  Present 
plans  oall  for  the  planting  of  200,000  trees  in  another  area.  An  important  aspect 
of  this  program  is  the  relief  work  which  lias  been  provided  for  large  numbers  of 
Tunisian  unemployed. 

In  Somalia,  over  one-half  of  U.S.  assistance  has  been  concentrated  on  tho 
development  and  conservation  of  water  resources,  well  drilling,  tho  construction  of 
stock  water  ponds  and  the  preparation  of  low-lying  areas  for  irrigation.  By  July 
of  last  year,  208  wells  had  been  drilled  or  dug  and  were  producing  water.  Water 
production  is  estimated  at  over  1 million  gallons  per  day,  enough  to  meet  the 
needs  of  200,000  cattle.  Water  from  the  two  rivers  now  irrigates  100,000  acres 
which  will  produce  cereal  crops  for  some  12,000  families.  To  take  full  advantage 
of  the  large  livestock  resources  of  tho  country,  a range  and  livestock  experi- 
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mental  elation  has  been  sot  up  covering  7,000  acres.  Improved  slaughtering  and 
tanning  methods  are  being  introduced  and  should  result  in  better  prices  for 
Somali  bides  and  skins. 

In  neighboring  Ethiopia  similar  accomplishments  have  resulted  from  tho  live* 
stock  improvement  project.  U.8.  technicians  and  their  Ethiopian  counterparts 
are  establishing  four  livestock  breeding  stations  and  introducing  local  cattlemen 
to  the  technique  of  upgrading  their  livestock.  A vaccine  laboratory  has  been 
established  in  cooperation  with  KAO  technicians  and  has  been  producing  about 
3 million  doses  annually,  used  in  a campaign  to  free  Ethiopian  cattle  from  rinder- 
pest, pleuropneumonia,  and  other  livestock  diseases.  A veterinary  assistants 
training  center  was  set  up  in  1957.  About  300  vucotimtors  have  received  training 
in  vaccination  techniques.  These  vaccinators  have  been  organized  into  6 
mobile  operating  teams  each  of  which,  under  good  conditions,  can  vaccinate 
130,000  cattle  a month  os  compared  with  the  1956  ovorage  of  3,000. 

One  interesting  project  in  Ethiopia  is  the  farm  machinery  project.  Large 
quantities  of  agricultural  machinery  and  implements  left  over  from  the  Italian 
occupation  ana  the  UNRHA  program  had  been  lying  unused.  (None  of  this 
equipment  waB  suppliod  with  funds  from  the  mutual  security  program.)  With 
U.8.  assistance,  the  Ministry  of  Agriculture  has  organized  a central  repair  and 
training  center  at  which  70  Ethiopians  have  roceivcd  training  in  tho  repair, 
maintenance  and  manufacturing  of  farm  implements.  Since  lato  1957,  335  small 
plows  have  been  manufactured  from  old  plowshares  and  plow  handles  brought  to 
Ethiopia  12  years  ago  by  UNRRA.  The  Ethiopian  farmer  bought  the  plows  for 
$8,  which  covers  cost  of  modification.  Forty-four  units  of  heavy  farm  equipment 
have  been  rebuilt  or  repaired.  These  implements  are  in  use  at  agricultural  experi- 
mental stations  and  agricultural  schools.  Six  tractors  and  three  thresning 
machines  have  been  assigned  to  a farm  equipment  program  initiated  in  1958 
which  makes  tractors  and  threshing  machines  available  to  farmers  and  land- 
owners at  operating  and  maintenance  cost.  Work  proceeds  for  1058  were  credited 
to  the  machinery  pool  account  and  used  to  expand  implement  modification  and 
rehabilitation  at  the  central  repair  shop. 

Perhaps  one  of  the  most  important  features  of  U.8.  programs  in  the  African 
countries  has  been  the  organization  of  national  agricultural  extension  services. 
This  type  of  program,  which  has  proved  so  successful  in  the  United  States,  is  the’ 
key  to  stimulating  agricultural  production  in  Africn.  To  date,  agricultural  exten- 
sion services  are  being  organized  in  Libya,  Liberia,  Ghana,  Ethiopia,  Tunisia,  and 
Somalia. 


In  Libya,  10  agricultural  extension  field  offices  and  34  suboffiecs  have  been  Bet 
up  and  staffed  by  62  extension  workers  and  2 extension  supervisors.  In  1 year 
this  service  distributed  600,000  trees  to  farmers,  helped  them  prune  14,000  fruit 
trco9,  dipped  and  drenched  15,000  sheep  and  goats,  repaired  81  wells,  installed  95 
irrigation  pumps.  And  showed  technical  film  strips  and  motion  pictures  to  over 
70,000  people. 

In  Ethiopia,  60  Ethiopians  have  received  training  in  agricultural  extension 
work.  There  are  31  presently  stationed  in  district  field  offices;  14  arc  participants 
taking  advanced  extension  courses  abroad;  16  arc  trainees  working  with  the  ex- 

E"  sneed  extension  agents.  Since  July  1,  1967,  agricultural  field  dAys  have  been 
with  11,000  farmers  in  attendance;  25,000  individual  farm  visits  have  been 
made  by  the  Ethiopian  extension  agents  assisting  farmers  with  their  individual 
agricultural  problems;  1,680  farmers  have  visited  area  extension  offices  for  agri- 
cultural information:  2,042  group  educational  and  demonstration  meetings  liavo 
been  held  with  over  14,000  fanners  attending;  and  77  farm  youth  clubs  with  over 
8,000  members  have  been  organized.  Improved  seeds  from  the  experimental  and 
demonstration  farms  have  been  distributed  to  Ethiopian  farmers.  Demonstra- 
tion farms  serve  as  training  centers  in  the  use  of  farm  equipment,  seediwd  prepa- 
ration, cultivation,  harvesting,  and  testing  the  adaptability  of  newly  introduced 
field  crops. 

U.S.  assistance,  through  its  support  of  programs  directly  aimed  at  the  produc- 
tivity of  the  African  farmer,  is  helping  to  lay  a solid  foundation  for  the  cconomio 
growth  of  African  countries. 


Industrial  Development 


While  agricultural  development  has  logically  and  properly  the  first  priority 
in  African  development  programs,  industrial  development  has  been  given  increas- 
ing attention.  Opportunities  for  stimulating  the  advancement  of  private  enter- 
prise are  limited  by  the  paucity  of  domestio  capital,  the  poverty  of  domestic  mar- 
kets, and  the  general  unfamiliarity  with  this  form  of  economic  enterprise.  How- 
ever, in  one  country,  U.S.  assistance  has  made  an  important  though  modest  bo- 
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ginning.  Just  over  a year  ago,  in  Tunisia,  counterpart  funds  and  technicarassiat- 
anco  were  provided  to  establish  an  industrial  loan  fund  in  the  new  commercial  and 
development  bank  established  by  the  Tunisian  Government.  Under  United 
States-Tuniaian  agreement,  the  initial  deposit  was  the  local  currency  equivalent " 
of  $3  million  in  counterpart.  Assistance  in  organisation,  in  procedures  and  train- 
ing in  loan  review,  and  in  servicing  of  loans  are  provided  by  the  two  U.S.  techni- 
cians. To  date  23  loans  in  amounts  from  $7,000  to  $238,000  have  been  made  for 
such  activities  as  soap  manufacture  from  olive  oil  sludge,  food  processing,  tan- 
neries, and  earth-moving  equipment.  An  industrial  loan  division  has  been  estab- 
lished and  training  has  Been  given  in  loan  analysis,  including  technical  feasibility' 
and  management  competence.  A start  has  been  made  on  training  loan  adminis- 
trators to  provide  industrial  engineering  and  management  assistance  when  the 
loans  have  been  made.  Through  the  establishment  of  the  fund,  there  is,  for  the 
first  time,  a local  source  of  medium-  and  long-term  credit  at  reasonable  rates  for 
specific  projects.  This  is  helping  to  create  a climate  in  which  the  role  of  private 
enterprise  can  be  demonstrated  and  its  participation  actively  sought  by  the  Gov- 
ernment. Tunisian  private  capital  is  thus  being  encouraged  to  participate  in 
industrial  development  and  domestic  savings  are  being  mobilized. 

Closely  related  to  industrial  growth  and  agrioulturel  productivity  is  U.S. 
assistance  in  surveys  of  two  major  African  rivers  which  can  become  important 
Bources  for  industrial  power  and  irrigation,  fn  Ethiopia  work  is  moving  ahead 
rapidly  on  an  extensive  survey  of  the  Blue  Nile  River  Basin.  An  aerial  survey 
of  113,000  square  miles  of  the  Blue  Nile  River  Basin  was  completed  under  con- 
tract in  about  2 months,  68  days  ahead  of  scheduled  completion  date.  Ethiopian 
apprentices  of  the  Imperial  Ethiopian  Institute  of  Mapping  and  Geography  are 
being  trained  in  photogrammetry  and  the  compilation  of  photomosaio  maps. 
Sixty-five  Ethiopian  technicians  assigned  to  leveling,  triangulation,  and  reconnais- 
sance parties  are  receiving  instruction  in  geodetic  survey,  working  with  12  U.S. 
Coast  and  Geodetio  Survey  personnel.  U.S.  Bureau  of  Reclamation  personnel 
have  conducted  an  air  reconnaissance  of  the  Blue  Nile  and  its  tributaries  covering 
more  than  12,000  square  miles.  Two  stream-gaging  stations  are  now  in  operation 
on  the  Blue  Nile  and  one  on  a tributary.  Eight  additional  sites  for  stream-gaging 
stations  have  been  located  and  surveyed. 

In  Ghana,  ICA  assisted  in  the  resurvey  of  the  Volta  River  scheme,  which  is  a 
program  for  the  development  of  a multipurpose  dam  to  provide  irrigation  for  the 
Accra  Plains,  power  for  the  production  of  aluminum  from  local  bauxite  deposits 
and  for  other  industry,  a navigable  North-South  Waterway  and  a basis  for  a 
fresh  water  fisheries  industry. 

Other  significant  developments 

There  are  other  significant  achievements  in  other  categories.  For  example,  a 
major  milestone  was  reached  in  December  1958  when  the  new  transmitters  of  the 
Libyan  Broadcasting  Station  were  turned  on  in  Tripoli  and  Benghazi.  - The 
Tripoli  station  is  now  broadcasting  about  5 hours  daily.  Temporary  studio  and. 
other  programing  facilities  have  also  been  established  and  permanent  facilities 
are  under  construction.  Under  the  guidance  of  an  American  consultant  and  with 
the  help  of  a few  nationals  from  other  Arab  countries,  Libyans  are  taking  an 
increasingly  active  role  in  the  preparation  of  the  programs. 

Most  of  the  activities  cited  above  are  illustrative  of  achievements  resulting 
from  long-term  efforts.  However,  ICA  has  responded  to  a number  of  emergency 
situations  with  speed  and  effectiveness. 

In  1958  parts  of  Ethiopia  suffered  a malaria  epidemic  more  violent  than  any 
experienced  in  10  to  20  years.  Personnel,  resources,  and  facilities  of  the  ICA 
field  staff,  with  the  help  of  visiting  United  States/United  Kingdom  experts,  wore 
concentrated  on  malaria  epidemic  control  activities,  including  responsibility  for 
coordination  of  the  overall  efforts.  Within  10  days  of  the  initial  request  from  the 
Ethiopian  Government,  antimalarial  medicine  from  the  United  States  and  British 
East  Africa  arrived  in  Ethiopia.  . To  take  one  instance,  in  a valley  near  Lake 
Turin  a where  malaria  prostrated  80  percent  of  the  people,  virtually  none  of  the 
estimated  2,000  farmers  were  able  to  harvest  their  crops.  After  treatment  with 
the  malaria  drugs,  90  percent  of  these  farmers  were  back  in  the  fields  harvesting 
their  crops  within  3 days.  Transmission  of  the  disease  in  this  area  has  declined 
to  a negligible  point  and  emergency  measures  are  no  longer  necessary. 

When  the  Ghanaian  Government  asked  for  help  in  meeting  a famine  in  the 
northern  part  of  the  country,  the  first  shipments  of  corn  began  arriving  a month 
after  the  formal  request.  Similarly,  in  Ethiopia  an  appeal  from  the  Government 
in  August  1958  for  grain  to  meet  a shortage  resulting  from  severe  drought  was 
responded  to  with  shipments  of  5,000  tons  of  grain  within  a month, 
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Proposed  fiscal  year  i960  program 

The  response  of  the  mutual  security  program  to  the  rapid  entry  of  Africa  into 
world  affairs  is  clearly  reflected  in  the  trendin  total  economio  assistance  to  Africa 
over  the  past  8 years.  As  tho  graph  on  page  118  in  your  “Regional  Presentation 
Book"  illustrates,  the  level  of  economio  assistance  from  1952  to  1956  averaged 
around  $10  million  per  year.  In  fiscal  year  1957,  the  total  rose  to  $61  million; 
in  fiscal  year  1958,  to  $73  million.  This  year  it  will  reach  $98  million.  A further 
increase  to  $109  million  has  been  proposed  for  fiscal  year  1960, 

These  increases  are  almost  directly  related  to  the  emergence  of  new  sovereign 
states  in  Africa  and  to  the  rising  aspirations  and  expectations  of  their  people. 
The  newly  established  governments,  whose  leaders  share  free  world  aims,  are 
only  too  well  aware  of  these  demands,  but  have  found  their  ability  to  satisfy  them 
limited.  Pressures  on  these  governments  will  continue  to  mount.  With  the  help 
of  the  mutual  security  program,  it  is  hoped  that  serious  difficulties  can  be  avoided 
and  that  the  expectations  of  the  African  people  for  better  conditions  of  life  oan 
be  realized. 

Special  assistance 

For  fiscal  year  1960,  special  assistance  has  boon  proposed  for  the  north  African 
countries  of  Morocco,  Tunisia,  and  Libya,  and  for  Somalia,  Liberia,  and  Ethiopia. 
Three  of  these  countries,  Morocco,  Libya,  and  Ethiopia,  in  addition  to  their 
political  importance  to  our  interests  in  Africa,  are  sites  of  important  U.S.  military 
facilities.  The  fiscal  year  1960  Bpecial  assistance  total  we  had  proposed  for 
Africa  Is  a modest  increase  over  the  level  of  $83  million  submitted  to  Congress 
last  year  for  fiscal  year  1959.  In  fiscal  year  1959  total  special  assistance  programs 
. approved  amount  to  $82.9  million. 

Morocco 

The  Moroccan  economy  has  suffered  serious  disruptions  in  the  past  2 years. 
Total  output  since  1956  nas  fallen  about  2 percent,  while  population  increased 
rapidly,  directly  lowering  the  personal  consumption  of  the  Moroccan  people, 
leaving  many  increasing  numbers  of  unemployed,  and  creating  serious  internal 
political  problems.  With  its  fertile  land  and  mineral  resources,  Morocco  has  a 
good  development  potential.  The  exploitation  of  these  resources,  however,  is 
seriously  hindered  by  the  shortage  of  capital  and  administrative  capability  which 
have  resulted  from  the  withdrawal  of  French  funds  and  technicians.  The  imme- 
diate need  is  for  funds  to  enable  the  Moroccan  Government  to  undertake  a 
development  program  which  will  prevent  a further  deterioration  in  living  standards 
and  will  help  put  the  unemployed  into  productive  work.  Other  sources  of 
assistance,  such  as  Public  Law  480  and  the  Development  Loan  Fund,  have  been 
carefully  explored.  There  are  now  several  projects  under  consideration  for  Devel- 
opment Loan  Fund  financing  though  none  has  been  approved. 

Tunisia 

Since  Independence,  French  assistance  to  Tunisia,  including  public  and  private 
capital  and  managerial  skills,  has  declined,  aggravating  chronic  problems  of  low 
productivity  and  poor  natural  resources.  Unemployment  has  reached  serious 
proportions.  If,  however,  action  is  not  taken  by  this  committee  to  restore  special 
assistance  funds,  it  will  probably  be  necessary  to  reduce  our  program  for  Tunisia. 
In  this  event,  not  only  would  it  be  impossible  to  stimulate  an  upturn  In  economio 
activity  but  some  economic  deterioration  may  be  impossible  to  prevent.  Special 
assistance  funds  recommended  for  fiscal  year  1960  will  help  Tunisia  continue  the 
level  of  Investment  essential  to  economic  growth. 

Libya 

In  Libya,  the  third  major  special  assistance  country  within  the  African  region, 
progress  is  being  made  to  raise  the  country  from  its  deep-rooted  problems  of 
proverty  and  low  productivity.  Yet  there  is  still  substantial  requirements  to 
be  met  with  external  assistance  if  this  country  is  to  survive  as  a nation.  Libya 
does  not  now  have  a viable  economy.  Only  3 million  of  its  534  million  r^res  are 
suitable  for  limited  agricultural  cultivation.  Irregular  and  inadequate  rainfall, 
hot,  dry  desert  winds,  locust  invasion,  and  other  difficulties  have  in  recent  years 
resulted  in  extensive  crop  failure  in  6 years  out  of  1 !.  Apart  from  tho  possibility 
or  petroleum,  there  are  almost  no  known  exploitable  mineral  resources.  The 
Libyan  gross  national  product  in  1958  was  $102  per  capita  and  this  was  made 
possible  only  by  substantia]  monetary  and  technical  aid,  primarily  from  the 
United  States  and  the  United  Kingdom.  Libya  is  dependent  upon  external 
assistance  for  about  30  percent  of  its  ordinary  budget  ana  for  virtually  all  of  its 
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development  program.  The  United  Kingdom  and  the  United  States,  who  have 
strongly  supported  Libyan  Independence,  have  a major  Interest  in  helping  Libya 
become  a self-sustaining  nation.  We  consider  the  special  assistance  proposed  to 
be  the  minimum,  after  taking  into  account  other  sources  of  assistance  essential 
to  provide  rising  standards  of  living  and  the  concomitant  conditions  of  stability. 

Ethiopia  and  Liberia 

For  Ethiopia  and  Liberia,  the  special  assistance  proposed  for  fiscal  year  1960 
will  be  used  for  projects  primarily  in  support  of  technical  assistance  activities. 
For  example,  in  Ethiopia  funds  are  earmarked  for  farm-to-market  roads,  engi- 
neering and  construction  surveys,  and  additional  facilities  for  agricultural  schools. 
In  Ethiopia,  a portion  of  the  special  assistance  will  be  used  for  U.S.  surplus 
agricultural  commodities,  the  sales  proceeds  of  which  will  be  used  to  cover  local 
currency  costs  of  continuing  projects  In  the  fields  of  agriculture,  transportation, 
and  education  to  assist  in  Ethiopia’s  quest  for  development  progress. 

In  Liberia,  special  assistance  is  required  to  demonstrate  the  U.S.  interest 
and  support  in  Liberia’s  moderating,  pro-Western  role  in  African  affairs.  The 
reductions  discussed  would  mean  a serious  cutback  in  the  top  priority  construction 
of  teacher-training  facilities  which  Liberial  cannot  presently  afford. 


Somalia 

Somalia  becomes  independent  in  1960.  The  United  States  has  assured  Somalia 
of  Continued  interest  ana  support  after  independence  and  has  stated  that  Subject 
to  the  limitations  of  annual  appropriations  the  United  States  is  prepared  to 
supplement  the  support  of  other  Western  nations  in  maintaining  an  appropriate 
level  of  economic  development.  Somalia  is  one  of  the  poorest  countries  in  Africa 
and  the  world.  Its  per  capita  gross  national  product  has  been  estimated  at  only 
$31.  It  has  a literacy  rate  of  1 percent.  Its  natural  resources  are  meager.  Eco- 
nomic viability  is  only  a future  nope.  Special  assistance  proposed  for  fiscal  year 
1960,  In  conjunction  with  Italian  contributions  and  contributions  from  the 
Common  Market  Development  Fund,  will  support  a level  of  expenditure  on 

Eublic  investment  which  Increases  slightly  over  previous  years.  This  is  particu* 
fly  important  because  of  the  expectations  of  the  Somali  people  for  economic 
improvement. 

Technical  cooperation 


The  $20.7  million  proposed  for  “Technical  cooperation”  for  fiscal  year  1960 
represents  a 40-percent  increase  over  the  estimated  program  for  fiscal  year  1959 
and  a 66-peroent  increase  over  the  actual  program  in  fiscal  year  1958.  Such 
increases  would  be  Impossible  if  the  committee  fails  to  restore  the  prospective 
reductions.  The  increase  in  the  technical  cooperation  program  is  largely  a 
reflection  of  expanded  needs  in  new  country  programs,  particularly  in  Morocco, 
Nigeria.  Ghana,  Somalia,  the  East  African  territories,  and  the  Federation  of 
Rhodesia  and  Nyasaland.  There  is  also  an  increase  in  funds  earmarked  for 
multicountry  projects  which  will  result  from  the  study  of  development  problems 
in  Africa  south  of  the  Sahara  which  the  National  Academy  of  Sciences  completed 
in  June.  Important  technical  assistance  programs  will  bo  continued  in  Ethiopia, 
Libya,  and  Liberia.  All  of  these  programs  are  direoted  at  the  paucity  of  modern 
technological  skills  and  administrative  techniques  which  seriously  impede  an 
acceleration  of  economic  growth. 

Approximately  oue-third  of  the  total  technical  cooperation  program  for  fiscal 
year  i960  is  earmarked  for  projects  in  agriculture.  About  20  percent  is  planned 
for  education.  Industry  and  health  programs  also  are  major  areas  for  the  fiscal 
year  1960  program.  Technical  cooperation  funds  in  lesser  amounts  are  proposed 
for  labor,  public  administration,  ana  transportation. 

By  major  cost  component  the  provision  of  “U.S.  technicians”  and  “Contract 
services”  account  for  approximately  $14  million  out  of  the  proposed  $20.7 
million.  The  cost  of  "African  participants”  is  projected  at  $2.7  million;  $2.3 
million  is  planned  for  “Demonstrational  supplies  and  equipment”  and  “Contri- 
butions to  cooperative  services.” 

With  the  primary  emphasis  of  the  technical  cooperation  program  on  training 
and  demonstration,  it  i3  clear  that  the  impact  of  this  program  is  dependent  upon 
our  ability  to  find  and  keep  well-qualified  technicians  who  can  work  effectively 
in  the  African  environment.  Projections  for  fiscal  year  1960  indicate  a need  for 
about  100  new  technicians  and  over  120  contract  technicians  for  the  African 
program.  It  is  estimated  that  there  Will  be  a total  of  about  650  contract  and 
ICA-employed  technicians  in  Africa  at  tho  end  of  this  year  compared  with  a 
total  of  450  at  the  end  of  1958. 
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In  gcnoral,  the  technical  cooperation  program  proposed  will  continue  to 
contribute  toward  helping  the  Africans  raise  their  living  standards  and  giving 
hope  to  individuals  for  whom  the  outlook  would  otherwise  be  bleak. 

Conclusion 

Africa  is  the  last  of  the  great  continents  where  the  drive  for  self-government 
is  a dominant  force.  This  force  is  growing  in  momentum  but  it  brings  with  it 
grave  problems  of  political  and  economic  disruption.  Support  and  assistance  from 
the  United  States,  through  the  mutual  security  program,  can  bring  to  this  move- 
ment a stabilizing  influence  which  will  stave  off  extremist  solutions  and  help  ease 
the  tensions  which  endanger  the  United  States  and  the  free  world.  In  this  way 
the  mutual  security  program  as  proposed  for  fiscal  year  I960  directly  meets  the 
interests  of  the  Unitea  States  and  strengthens  the  free  world  community  of  nations. 

In  view  of  this,  wc  cannot  face  with  equanimity  the  prospect  that  there  might 
be  a reduction  in  the  amounts  we  have  requested  for  economic  programs  in  Africa 
in  fiscal  year  1960.  The  stakes  in  this  vast  continent  are  great  and,  under  the 
best  of  circumstances,  it  would  be  difficult  to  guarantee  the  achievement  of  U.S. 
objectives  with  the  sums  now  requested.  It  must  be  borne  in  mind  that  these 
programs  were  formulated  many  months  ago  and  that  changes  ure  taking  place  on 
the  African  Continent  with  almost  unbelievable  rapidity.  Without,  exception, 
these  changes  have  intensified  the  original  problems  which  confronted  us. 

New  countries  have  been  created.  Areas  now  independent  or  facing  independ- 
ence find  that  they  have  underestimated  the  responsibilities  and  costs  of  sover- 
eignty and  the  depth  or  the  peoples’  drive  for  economic  advancement.  Stresses 
and  strains  are  occurring  in  the  fabric  of  their  economies  which  jeopardize  political 
stability  and  cause  serious  advorse  reactions  on  the  U.8.  position,  particularly 
where  we  have  important  strategic  bases. 

In  order  that  our  objectives  may  be  secured,  wo  will  without  doubt  need  help  in 
this  area  over  and  above  our  original  progrnm  plans  and  wo  are  counting  on 
assistance  from  the  contingency  fund.  There  are  distinct  limits,  however,  to  the 
extent  to  which  wc  may  depend  upon  this  source,  in  view  of  the  very  many  world- 
wide claims  upon  it  which  are  anticipated.  Wc  therefore  could  not  hope  to 
offset  cuts  made  on  our  planned  economic  programs  by  a resort  to  this  fund  and, 
if  such  cuts  were  made,  I believe  it  would  mean  premature  and  wasteful  termina- 
tion of  many  individual  country  projects  as  well  as  a serious  slowdown  in  programs 
generally. 

The  effect  of  this  on  our  objectives  would  not  be  open  to  doubt.  In  addition  to 
the  danger  to  our  present  position,  such  action  would  create  a vacuum  in  many 
areas.  Nature  abhors  a vacuum,  but  the  Soviet  bloc  profits  from  them. 

CASH  LOAN  TO  MOROCCO  IN  IfiM 

Mr.  Murphy.  Mr.  Chairman,  may  I be  sure  I have  not  misled 
Senator  Ellender,  I want  to  say  in  the  fiscal  year  1959  when  the 

program  was  getting  underway  there  was  a dollar  cash  loan 

made  to  Morocco  which  is  repayable  in  U.S.  dollars  and  on  which 
these  types  of  controls  you  are  talking  about  had  not  been  put. 
Senator  Ellender.  Was  that  under  DLF? 

Mr.  Murphy.  No,  sir:  it  was  under  special  assistance,  Senator. 
Senator  Ellender.  That  was  handled  through  the  State  Depart- 
ment? 

Mr.  Murphy.  No,  sir;  it  was  handled  through  ICA  in  the  same 
fashion. 

Senator  Ellender.  How  is  that  money  being  paid  back? 

Mr.  Murphy.  It  will  be  paid  back  in  U.S.  dollars,  with  interest. 
Mr.  Satterthwaite.  Thank  you,  Mr.  Chairman. 

International  Development  Advisory  Board 

Chairman  Haydbn.  I will  insert  in  the  record  at  this  point  letters 
I have  received  relative  to  the  International  Development  Advisory 
Board  from  Senators  Humphrey,  Symington,  and  Wiley. 

(The  letters  referred  to  follow:) 
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U.S.  Senate, 

Committee  on  Foreign  Relations, 

August  13,  1959. 

Hon.  Carl  Hatden, 

Chairman,  Committee  on  Appropriations, 

U.S.  Senate,  Washington,  D.C. 


ii  I take  this  opportunity  to  urge  the  Committee  on 
le  in  the  mutual  security  appropriations  bill  for  1060 
ional  Development  Advisory  Board. 


Dear  Mr.  Chairman: 

Appropriations  to  include 
$100,000  for  the  International  Development 

I thoroughly  disagree  with  the  action  taken  by  the  House  recently  regarding 
this  matter.  In  my  opinion  that  action  was  neither  in  accord  with  what  we  know 
about  the  vagueness  and  complications  surrounding  some  of  the  broad  aspects 
of  the  mutual  security  progrnm,  nor  was  it  in  accord  with  the  provisions  of  the 
recently  passed  mutual  security  authorization  bill. 

The  Board  is  responsible  for  advising  and  consulting  the  President  and/or  other 
executive  officers  with  respect  to  general  or  basic  policy  matters  arising  in  con- 
nection with  the  opeation  of  titles  II  and  III  and  section  413(b)  of  title  IV  of  the 
Mutual  Security  Act.  The  Board’s  duties  and  responsibilities  concern  both 
policy  and  operations  and  aim  at  a better  use  of  the  mutual  security  program  in 
terms  of  total  U.S.  foreign  poiicy  and  more  effective  implementation  of  estab- 
lished policy. 

I sec  the  role  of  IDAB  as  that  of  a constructive  evaluator.  It  is  sufficiently 
removed  from,  the  day-to-day  cubicles  of  mutual  security  to  provide  us  with  a 
comprehensive  view  or  this  very  important  program. 

I am  sure  the  committee  will  give  this  matter  due  consideration,  and  I am 
indeed  hopeful  that  the  committee  will  restore  to  the  mutual  security  appropria- 
tions bill  the  $100,000  for  the  International  Development  Advisory  Board. 

Enclosed  is  a statement,  prepared  by  IDAB,  explaining  its  reactivation  under 
Executive  Order  10803  (February  2,  1950)  and  setting  forth  the  names  and  occu- 
pations of  the  13  members  and  the  duties  of  the  Board.  I respectfully  request 
that  my  letter,  including  the  Board’s  statement,  be  inserted  in  the  record  of 
hearings  on  appropriations  for  mutual  security. 

Sincerely  yours, 

Hubert  H.  Humphreys 


International  Development  Advisory  Board 
June  30,  1959 

The  present  International  Development  Advisory  Board  was  constituted  in 
February  1959,  the  previous  Board  having  become  inactive  in  September  1957 
with  the  expiration  of  the  terms  of  office  of  ail  members.  At  that  time,  no  steps 
were  taken  to  reactivate  the  Board  because  (l)  a change  in  the  directorship  of 
International  Cooperation  Administration  was  imminent,  (2)  a Bhift  of  the  re- 
sponsibility for  policy  direction  of  the  mutual  security  program  was  contemplated. 
(3)  it  was  considered  advisable  to  await  Congressional  action  affecting  the  mutual 
security  program,  particularly  the  action  on  separation  of  the  Development  Loan 
Fund  from  International  Cooperation  Administration,  and  (4)  it  was  assumed  that 
these  developments  would  change  the  nature  and  emphasis  of  the  Board's  re- 
sponsibilities. 

Mr.  Harry  A.  Bullis,  chnirman  of  the  board  of  General  Mills,  Ino.,  was  given 
an  interim  appointment  as  Chairman  of  tho  IDAB  on  August  28,  1958.  As  soon 
as  his  appointment  had  been  confirmed  by  the  Senate  (January  28,  1959),  the 
President  issued  Executive  Order  10803  (February  2,  1959)  providing  for  terms  of 
office  of  IDAB  members,  then  appointed  12  members  (February  3,  1959),  and  the 
Board  became  operative,  holding  its  initial  meetings  on  February  3-4,  1959. 

The  present  Board  differs  significantly  from  its  predecessors  in  membership, 
responsibilities  and  duties.  These  ohanges  reflect  tho  concentration  of  policy 
coordination  for  Mutual  Security  in  the  Department  of  State,  and  follow  the 
suggestions  of  Congress  regarding  the  IDAB  as  expressed  in  the  Conference  Report 
on  tho  Mutual  Security  Act  of  1958. 

Membership:  The  membership  of  the  Board  is  more  widely  representative,  both 
geographically  and  functionally.  Care  has  been  taken  to  assure  representation 
from  broad  fields  of  American  economy  and  society  (e.g.  business,  labor,  agricul- 
ture, public  health,  science,  education,  publishing  and  investment),  in  accordance 
with  Congress  ional  suggestion.  Executive  Order  10803  provides  for  staggered 
terms  of  membership  in  order  to  give  the  Board  the  continuity  and  a nucleus  of 
experienced  members  required  for  effective  operation. 
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Following  are  the  members  of  the  Board: 

Harry  A.  Bullte,  Chairman,  former  chairman  of  General  Mills,  Inc.,  Minneapolis, 
Minn. 

Richard  H.  Amberg,  publisher,  St.  Louis  Globe- Democrat,  St.  Louis,  Mo. 

Peyton  Anderson,  publisher,  Macon  Telegraph  & News,  Macon,  Ga. 

Mrs.  Olive  Ann  Beech,  president,  Beech  Aircraft  Corf).,  Wichita,  Kane. 

Dr.  Lowell  T.  Coggeshnll,  dean,  Division  of  Biological  Sciences,  University  of 
Chicago,  Chioago,  III. 

Harvey  S.  Firestone,  Jr.,  chairman,  Firestone  Tiro  A,  Rubber  Co.,  Akron,  Ohio. 
Dr.  Edwin  B.  Fred,  past  president,  University  of  Wisconsin,  Madison,  VVIb. 
Leonard  B.  Jordan,  former  Governor  of  Idaho,  Boise,  Idaho. 

Dr.  Clark  Kerr,  chancellor,  University  of  California,  Berkeley,  Calif. 

Allan  B.  Kline,  past  president,  American  Farm  Bureau,  Western  Springe-,  111. 
Lloyd  A.  Mashburn,  general  president,  International  Union  of  Wood,  Wire  db 
Metal  Lathers,  Takoma  Parle,  Md. 

Dr.  Edward  S.  Mason,  professor  of  economics,  Harvard  University,  Cambridge, 
Moss. 

Robert  W.  Purcell,  chairman,  International  Basic  Economy  Corp.,  New  York, 
N.Y, 

Responsibilities:  The  Board’s  now  level  of  responsibility  is  best  illustrated  by 
the  fact  that  the  Secretary  of  State,  the  Under  Secretary  of  State  for  Economic 
Affairs,  the  Acting  Director  of  International  Cooperation  Administration,  the 
Managing  Director  of  the  Development  Loan  Fund,  and  the  President  of  the 
Export-Import  Bank  participated  in  the  Board's  initial  meetings.  In  accordance 
witn  its  more  clearly  defined  responsibility  to  offer  policy  advice  on  the  economic 
aspects  of  the  mutual  security  program,  including  both  the  Development  Loan 
Fund  and  the  International  Cooperation  Administration,  the  Board  has  been 
transferred  to  the  Office  of  the  Under  Secretary  of  State  and  is  responsible  directly 
to  him. 

Duties:  It  is  the  duty  of  the  present  Board  to  advise  and  consult  with  the  Under 
Secretary  of  State,  and  with  the  Directors  of  International  Cooperation  Adminis- 
tration and  Development  Loan  Fund,  on  problems  presented  to  it  by  the  Under 
Secretary.  These  assignments  concern  questions  of  both  policy  and  operations 
and  aim  at  a better  use  of  the  mutual  security  program  in  terms  of  total  U.S. 
foreign  policy,  and  at  a more  effective  implementation  of  established  policy.  The 
Board’s  recommendations  and  findings  are  submitted  to  the  Under  Secretary. 
In  some  instances,  he  might  decide  to  make  the  Board's  reports  available  to  tne 
general  public,  outside  the  legislative  and  executive  branch. 

Having  assumed  full  operations,  the  Board  is  now  working  on  four  topics  desig- 
nated by  the  Under  Secretary.  In  so  doing,  the  Board  is  utilizing  three  subcom- 
mittees, one  of  which  has  an  advisory  group  of  specialists  (Fublio. Health),  All 
are  active  and  in  varying  stages  of  progresa.  These  four  assignments  indicate 
areas  of  concern  to  the  Under  Secretary,  and,  at  the  same  time,  they  illustrate  the 
kind  of  tasks  with  which  the  Board  will  have  to  deal: 

1.  The  accumulation  of  local  currency  owned  or  controlled  by  the  United  States. 
The  Chairman  of  the  Subcommittee  on  Local  Currency  is  Dr.  Edward  S.  Mason. 

It  is  recognized  that  the  present  accumulation  of  local  currency  in  a number  of 
countries,  and  the  continuous  generation  of  looal  currency  bv  mutual  security  and 
Public  Law  480  operations  may  create  a serious  problem.  The  task  of  the  Board 
is  to  analyze  the  scope  and  nature  of  the  problem,  and  to  determine  what  changes 
in  concept,  policy,  or  legal  provisions  may  be  required.  Recommendations  by  the 
Board  will  concern  both  policy  and  procedures. 

2.  Technical  assistance  operations:  The  Board  has  been  asked  to  evaluate  the 
effectiveness  of  technical  assistance  operations  in  their  present  form,  and  to  make 
recommendations  that  deal  with  the  basic  objectives  of  technical  assignee  as 
well  as  the  current  operations.  The  factfinding  process  will  be  undertaken  jointly 
with  a State-International  Cooperation  Administration  task  force,  while  protect- 
ing the  Board’s  independence  as  to  conclusions  and  evaluations. 

3.  U.S.  activities  in  the  field  of  international  health:  The  Subcommittee  on 
Public  Health,  under  the  chairmanship  of  Dr.  Lowell  T.  Coggeshail,  has  been 
charged  with  the  responsibility  of  assessing  health  activities  under  the  mutual 
security  program,  ana  their  relationship  to  other  bilateral  and  multilateral  health 
programs  in  which  the  United  States  participates.  On  the  basis  of  the  findings 
and  suggestions  of  its  subcommittee,  the  Board  will  appraise  the  use  of  U.S. 
funds  abroad  for  the  purpose  of  health,  and  the  relation  between  this  and  other 
fields  in  the  interest  or  a maximum  productive  balance. 
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4.  Public  understanding  of  mutual  security  and  related  U.S.  economic  activities. 
The  chairman  of  the  Subcommittee  on  Public  Understanding  is  Richard  H, 
Amberg.  The  Department  of  State  wishes  to  assure  that  the  American  public 
receive  the  information  to  which  they  are  entitled,  and  that  recently  expressed 
congressional  wishes  in  this  direction  be  mot,  while  at  the  same  time  insuring 
that  legislative  provisions  and  Congressional  intent  regarding  propaganda  are 
respected.  On  the  basis  of  the  examination  by  the  subcommittee  and  its  sug- 
gestions, the  Board  will  recommend  steps,  outline  measures  that  might  enable 
the  Under  Secretary  of  State  to  discuss  potential  requirements  with  committees 
and  Members  of  both  Houses. 

Despite  the  fact  that  the  Board  now  has  to  deal  with  a working  program — • 
and  not  merely  with  single  assignments  as  in  the  past — and  that  its  duties  are 
broad  in  size  and  complex  in  nature,  the  Board  is  determined  to  operate  with  a 
staff  of  minimum  size.  It  expects  to  be  able  to  do  so  by  relying  on  the  assistance 
and  cooperation  by  the  Department  of  State,  International  Cooperation  Adminis- 
tration, Development  Loan  Fund,  and  executive  departments  such  as  Health, 
Education,  and  Welfare;  leading  experts  in  individual  fields  will  be  used  as  con- 
sultants in  order  to  assure  the  flow  of  fresh,  nongovernmental  views  in  the  Board’s 
considerations. 


U.S.  Senate, 

Committee  on  Ahmed  Services, 

August  14,  1959. 

Hod.  Cahl  Hayden, 

Chairman,  Senate  Appropriations  Committee, 

U.S.  Senate,  Washington,  D.C. 

Dear  Senator  Carl:  The  mutual  security  appropriations  bill  (H.R.  8385) 
now  before  your  committee  deals  with  a number  of  items  of  vital  concern  to  our 
national  security. 

Every  year  the  United  States  invests  a substantial  amount  of  money  in  our 
friends  and  allies  abroad;  and  we  all  know  that  this  money  should  be  spent  in 
the  test  interests  of  our  Nation. 

To  this  end,  I believe  the  test  minds  of  our  country  should  be  available  as 
advisers  and  consultants  on  the  management  of  our  foreign  aid  programs. 

An  example  of  the  wise  use  of  experienced  men  in  an  advisory  capacity  would 
seem  to  be  the  International  Development  Advisory  Board. 

This  13-man  Board  is  presently  headed  by  Mr.  Henry  A.  Bullis  of  Minnesota, 
chairman  of  the  board  of  General  Mills,  Inc.  It  is  composed  of  distinguished 
leaders  from  the  world  of  education,  business,  labor,  and  publishing.  They 
perform  a valuable  service  in  studying  aDd  reporting  on  ways  of  improving  many 
facets  of  our  oversea  assistance  program, 

On  February  2,  1959,  the  International  Development  Advisory  Board  was 
reactivated  by  the  President  by  Executive  Order  No.  10803. 

The  sum  of  $100,000  has  been  requested  by  the  President  for  the  fiscal  year 
1960  operations  of  the  Board,  but  that  amount  was  deleted  from  the  appropria- 
tions bill  reported  to  the  Senate, 

May  I respectfully  urge  that  it  be  restored  so  as  to  assure  continuation  of  the 
important  work  of  the  International  Development  Advisory  Board. 

Sincerely, 

Stuart  Syminoton. 


U.S.  Senate, 

August  4,  1959. 

Hon.  Carl  Hayden, 

U.S.  Senate,  Senate  Office  Building, 

Washington,  D.C. 

Dear  Carl:  The  appropriations  bill  for  mutual  security  (II.R.  8385)  which 
passed  the  House  of  Representatives  on  July  24,  1959,  has  deletedjthe  provision 
for  $100,000 — 'providing  funds  for  the  International  Development  Advisory 
Board— -as  outlined  in  Public  Law  86-108,  the  authorization ibili  for_mutual 
security. 

On  page  10  of  the  report  No.  712  on  H.R.  8385,  the  oommittee  states  ^"Specif- 
ically denied  by  the  committee  are  funds  in  the  amount  of  $100,000  for. the  Inter- 
national Development  Advisory  Board.” 
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Thc'work  of  tbe  Advisory  Board  in  seeking  improvements  in  our  foreign  aid 
and  technical  assistance  programs  is  of  the  greatest  moment  to  the  long-range 
interests  of  U.S.  foreign  policy.  The  Congress  has  previously  consented  to  this 
Board.  The  Congress  now  can  provide  these  minimal  funds. 

I hope  that  when  this  bill  is  considered  by  the  Senate  Appropriations  Commit- 
tee. the  $100,000  requested  for  the  International  Development  Advisory  Board 
will  be  included  in  the  bill  as  reported. 
k With  all  good  wishes,  I am 
Sincerely  youre, 

Alexander  Wiley. 

COMMITTEE  EXCESS 


Chairman  Hayden.  Thank  you,  gentlemen,  for  your  appearance. 
We  will  adjourn  until  10:30  tomorrow  morning. 

(Thereupon,  at  12:25  p.m.,  Wednesday,  August  12,  1959,  the  com- 
mittee was  recessed,  to  reconvene  at  10:30  a.m.,  Thursday,  August. 
13,  1959.) 
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General  Statement 


Chairman  Hayden.  The  committee  will  please  be  in  order. 

The  first  witness  this  morning  is  Mr.  Parker  T.  Hart,  Deputy  As* 
sistant  Secretary  of  Stato  for  Near  Eastern  and  South  Asian  Anairs. 
Mr.  Secretary,  do  you  have  a prepared  statement  ? 

Mr.  Hart.  Yes,  I do. 

Chairman  Hayden.  It  may  all  be  included  in  the  record  and  you 
may  file  it  or  read  it.  a3  you  please. 

Mr.  Hart.  I would  like  to  read  it,  sir. 

Chairman  Hayden.  All  right,  you  may  proceed 
Mr.  Hart.  Mr.  Chairman  and  members  of  the  committee,  my  col- 
leagues from  the  International  Cooperation  Administration  and  the 
Department  of  Defense,  and  I,  are  appearing  before  you  today  in 
support  of  the  proposed  fiscal  year  I960  mutual  security  program  for 
the  Near  East  and  south  Asia. 

We  believe  that  the  mutual  security  program  is  of  vital  importance 
to  the  foreign  policy  interests  of  the  United  States  in  this  area. 

My  colleagues  have  statements  which  they  should  like,  with  your 
permission,  to  insert  for  the  record.  It  is  my  purpose  to  supplement 
their  statements  with  some  general  comments. 

It  might  be  fruitful  to  review  briefly  the  foreign  policy  objectives 
of  the  United  States  in  the  Near  East  and  south  Asia,  the  more  sig- 
nificant happenings  of  the  last  year  in  relation  to  those  interests,  and 
in  broad  terms, the  need  for  mutual  security  funds  for  this  fiscal  year 
in  support  of  our  objectives.  * 

FULL  AMOUNT  REQUESTED  NECESSARY 

The  presentation  before  you  represents  the  minimum  amounts 
which  the  administration  believed  to  be  necessary  to  further  U.S.  pur- 
poses in  this  part  of  the  world.  The  reductions  which  have  already 
been  affected  m the  administration  bill  will  have  serious  implications. 

Therefore,  it  is  imperative  that  the  full  amount  of  the  funds  au- 
thorized. be  appropriated.  “ 

This  committee  is  already  familiar  with  the  fundamental  facts 
about  the  area.  It  is,  therefore,  unnecessary  to  review  the  history, 
the  culture,  and  the  economic  and  social  problems  of  its  people,  or  to 
set  forth  reasons  for  the  deep  interest  of  the  free  world  in  their  wel- 
fare. . . • . i 

Its  people  are  demanding  change  and  improvement.  This  is  the 
spirit  of  the  times  and  no  government  of  the  area  can  afford  not  to  pro- 
duce in  response  to  this  demand.  To  fail  is  to  court  political  suicide. 

Nor  can  any  government  of  the  area  accomplish  what  is  demanded 
of  it  without  outside  help. 

IMPEDIMENTS  TO  PROGRESS 

■ * • '.  • ' . • ’ ■ 1 • • 

Progress,  moreover,  is  frustrated  by  various  roadblocks;  inadequate 
resources,  deep  political  and  social  problems,  the  threat  of  internal 
subversion  ana  external  aggression;  and  the  existence  of  deep-seated 
conflicts  between  groups  or  between  countries. 

In  the  face  of  these  obstacles,  stability  is  essential  if  peoples  are  to 
be  content  to  seek  progress  in  an  evolutionary  rather  than  a violent 
revolutionary  manner. 
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OBJECTIVES  OF  PBOOBAU 

Our  objectives  are,  therefore: 

First  to  support  the  development  of  strong  aud  independent  na- 
tions able,  willing,  and  possessing  a clear  self-interest  in  resisting 
the  subversive  efforts  of  international  communism  ; 

Second,  to  contribute,  if  requested  by  the  nations  of  the  area,  to 
their  security,  recognizing  that  in  a broad  sense  their  security  is  our 
security ; 

Third,  to  assist  and  encourage  the  countries  of  the  area  to  resolve 
their  disputes  in  accordance  with  the  principles  of  the  Charter  of  the 
United  Nations; 

Fourth,  to  contribute  to  the  economic  progress  and  development  of 
the  nations  of  the  Near  East  and  South  Asia,  with  the  ultimate  goal 
of  enabling  these  nations  to  attain  self-sustaining  growth. 

If  the  achievement  of  these  objectives  is  inherently'  difficult  owing 
to  the  problems  I have  mentioned  within  the  area,  it  is  rendered  far 
more  so  by  the  continuing  pressures  of  the  Sino-Soviet  bloc  and  the 
machinations  of  international  communism. 

SUMMARY  OF  EVENTS  IN  AREA 

In  this  context  I would  like  to  summarize  the  major  events  of  the 
Near  East  and  South  Asia  during  the  past  year : 

Last  summer  the  United  States  responded  to  the  urgent  pleas  of  the 
duly  constituted  Government  of  Lebanon  and  dispatched  U.S.  forces 
to  that  country.  Internal  tensions  and  pressures  aggravated  by  ex- 
ternal interference  had  resulted  in  a situation  threatening  the  con- 
tinued independence  and  integrity  of  that  nation. 

The  action  taken  by  the  United  States,  coupled  with  the  addi- 
tional assistance  we  were  able  to  provide  under  the  mutual  security 
program,  demonstrated  our  readiness  to  help  Middle  Eastern  coun- 
tries maintain  their  independence.  It  demonstrated  as  well  otir 
ability  to  act  promptly,  decisively,  but  judiciously,  to  implement  our 
policies. 

The  United  Kingdom  responded  to  a similar  request  from  the  King- 
dom of  Jordan  and  on  our  part  the  United  States  was  enabled  to 
assist  that  country  through  the  mutual  security  program. 

The  action  taken  achieved  the  objective  or  assisting  the  govern- 
ments to  restore  peace  and  stability. 

Iraq,  last  July,  experienced  a revolutionary  Coup  d’etat  and  a re- 
sultant new  regime.  That  government  has  just  completed  its  first 
year  in  office.  . 

Our  objective  continues  to  be  to  maintain  friendly  relations  with 
the  Government  of  Iraq,  as  with  all  Near  Eastern  countries. 

The  Arab  Union  of  Iraq  and  Jordan,  formed  in  the  late  spring  of 
last  year,  was  terminated  with  the  coup  d’etat  in  Iraq.  Partly  as  a 
result  of  the  response  by  the  United  Kingdom  and  the  United  States 
to  the  Jordan  Government’s  request  for  assistance,  the  succeeding 
months  have  seen  a restoration,  of  general  calm  in  the  latter  country. 

We  have  been  most  pleased  with  the  recent  visit  to  the  United 
States  of  His  Majesty,  lung  Hussein. 

Continued  stability  in  Jordan  is  important  to  area  and  world 
peace. 
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During  the  year  the  United  Arab  Republic,  which  was  formed  early 
lost  year  by  the  union  of  Syria  and  Egypt,  has  been  actively  con- 
cerned with  the  serious  problems  of  its  underdeveloped  economy, 
I am  glad  to  report  that  progress  has  been  made  in  the  normaliza- 
tion of  relations  between  ourselves  and  the  United  Arab  Republic. 

Sudan  is  another  country  which,  during  the  year,  underwent  a 
change  in  political  regime  through  a military  coup  d’etat,  though 
the  change  was  a peaceful  one. 

The  nation  faces  serious  economic  problems  which  stem  in  large 
part,  from  its  heavy  reliance  on  cotton,  its  principal  foreign  exchange 
earner. 

We  continue  to  be  interested  in  helping  the  new  regime  in  its  ef- 
forts toward  the  development  of  a balanced,  diversified,  and  pros- 
perous economy. 

In  the  Arabian  Peninsula  our  diplomatic  representation  to  Yemen 
was  rendered  more  effective  by  the  establishment  there,  for  the  first 
time,  of  a resident  legation,  headed  by  an  Arabic-speaking  charge. 
Our  Ambassador  to  the  United  Arab  Republic  presented  his  cre- 
dentials to  the  Imam  on  March  4 as  Minister  to  Yemen.  Early  this 
year  we  responded  promptly,  and  with  salutary  effect,  to  an  emer- 
gency request  from  that  nation  for  wheat  to  relieve  famine. 

I should  also  like  to;not©  that  Saudi  Arabia,  with  whom  we  con- 
tinue to  maintain  close  and  important  relations,  made  progress  in 
internal  financial  reform. 

Israel  made  significant  progress  during  the  year  in  carrying  for- 
ward its  dynamic  internal  development  program. 

Unfortunately,  many  of  the  basic  problems  of  the  Near  East  which' 
lead  to  instability  in  tne  area  remain  unresolved.  This  is  particular- 
ly the  case  with  respect  to  Arab-Israeli  tensions  and  the  related  plight 
of  the  Palestine  Arab  refugees. 

A heartening  development  for  free  world  interests  in  the  area  has 
been  the  increasing  recognition  of  the  threat  of  international  com- 
munism to  national  independence  and  integrity. 

OOLLSCTTVX  BKCUBITT 

There  have  been  developments  in  those  countries  of  the  area  which 
are  associated  with  the  free  world  under  the  principle  of  collective 
security : Greece  and  Turkey,  which  are  members  of  NATO. 

Pakistan,  which  is  associated  with  us  in  SEATO. 

Turkey,  Iran,  and  Pakistan  which  are  the  Middle  Eastern  members 
of  the  Baghdad  Pact  to  which  the  United  States  gives  strong  sup- 
port. 

You  will  recall  that  Iraq  was  formerly  a member  of  the  Baghdad 
Pact,  but  became  inactive  in  that  organization  following  last  July’s 
coup  d’etat;  and  on  March  24  of  this  year  Iraq  officially  withdrew 
from  the  pact. 

You  will  also  recall  that  last  July  the  Baghdad  Pact  Council  of 
Ministers,  meeting  in  London  after  the  change  in  regime  in  Iraqv 
joined  in  a declaration  reaffirming  the  determination  of  the  repre- 
sented countries  to  cooperate  in  security  and  defense. 
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tr.e.  agreements 

The  United  States  at  that  time  reaffirmed  its  support  for  this 
principle. 

On  March  5. 1959,  the  United  States,  acting  on  the  basis  of  the  Mid- 
dle East  resolution  and  the  Mutual  Security  Act,  entered  into  bi- 
lateral agreements  with  Turkey,  Iran,  and  Pakistan  to  further  em- 
phasize its  support  for  the  efforts  of  the  regional  members  of  the  pact 
to  build  internal  economic  strength  and  defense  against  the  threat  of 
aggression. 

Progress  has  been  made  not  only  in  the  development  of  the  concept 
of  collective  security,  but  in  building  a community  of  economic  inter- 
est among  these  countries. 

We  wholeheartedly  support  regional  economic  activities  which 
strengthen  the  pact  and  thus  the  member  states. 

During  the  year  Turkey,  with  the  cooperation  and  joint  efforts  of 
her  free- world  friends,  initiated  an  economic-stabilization  program. 
It  continues  to  strive  for  a strengthened  economy  while  carrying  a 
very  heavy  military  burden. 

Even  with  its  substantial  oil  revenues  Iran  has  many  problems  as  it 
struggles  to  improve  the  pace  of  its  economic  development  while 
maintaining  forces  essential  to  security  and  defense. 

The  Soviet  Union  has,  in  recent  months,  subjected  Iran  to  a mas- 
sive and  vicious  radio  propaganda  campaign. 

Last  October  a new  government  came  to  power  in  Pakistan  through 
a peaceful  military  coup  d’etat.  That  government  is  committed  to 
the  earliest  practical  reestablishment  of  constitutional  and  represen- 
tative government. 

In  the  meantime  it  has  embarked  upon  measures  intended  to  stabi- 
lize the  Nation,  make  widespread  reforms,  and  develop  its  economy  in 
the  face  of  difficult  and  perplexing  obstacles. 

Greece  remains  a stanch  free- world  ally  and  member  of  NATO. 
Yet  it  continues  to  have  problems  related  to  maintenance  of  its  hard- 
won  strength  and  independence. 

A particularly  noteworthy  development  in  this  part  of  the  world 
during  the  past  year  was  the  coming  of  peace  to  Cyprus.  This 
achievement  is  the  direct  result  of  extraordinary  statesmanship  dem- 
onstrated by  Greece,  Turkey,  the  United  Kingdom,  and  the  representa- 
tives of  the  people  of  this  troubled  island. 

SOUTH  ASIA 

In  South  Asia  there  have  also  been  significant  developments  during 
the  year.  India,  as  you  are  aware,  has  been  faced  with  serious  eco- 
nomic difficulties  largely  resulting  from  its  efforts  to  achieve  an  ac- 
ceptable pace  of  economic  growth. 

Twice  during  the  year,  under  the  auspices  of  the  International 
Bank  for  Reconstruction  and  Development,  some  of  the  more  fortu- 
nate free-world  countries  met  to  marshal  resources  to  assist  India  in 
meeting  its  financial  problems. 

Heartening  progress  was  made,  also  with  the  assistance  of  the  In- 
ternational Bank  for  Reconstruction  and  Development,  on  the  very 
important  question  of  the  Idus  waters  dispute  between  India  and 
Pakistan. 
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It  would  certainly  be  in  the  interest  of  the  United  States  at  the  ap- 
propriate time  to  lend  its  assistance  in  the  implementaion  of  any 
agreed-upon  resolution  of  this  serious  problem. 

Ceylon  is  another  nation  in  the  south  Asian  area  whose  well-being 
continues  to  be  very  much  in  our  interest.  That  country  has  had 
and  still  has  internal  problems  which  impinge  heavily  on  its  economic 
health. 

I should  like  to  call  your  attention  to  the  fact  that  Nepal  has  com- 
pleted its  first  nationwide  election  under  universal  adult  suffrage,  and 
a government  has  been  instilled.  Elections  were  conducted  under  a 
constitution  promulgated  last  February  12  providing  for  a constitu- 
tional monarchy  under  a parliamentary  system.  The  United  States, 
demonstrating  its  interest  in  this  important  nation,  has  announced 
agreement  with  the  Government  of  Nepal  to  open  an  Embassy  in 
Katmandu. 

During  the  year  the  United  States  continued  to  assist  Afghanistan 
to  move  forward  in  the  fact  of  severe  internal  economic  problems. 

It  is  particularly  significant  that  the  Soviet  Bloc  continues  to  con- 
centrate heavily  in  the  economic  field  in  Afghanistan,  Nepal,  and 
India. 

A noteworthy  development,  evident  in  Turkey  and  India,  has  been 
the  demonstrated  willingness  of  the  free  world  community  of  nations 
to  marshal  resources  on  a multilateral  basis  to  assist  a member  of  the 
community  in  economic  distress. 

I should  like  to  note  also  that  the  events  and  lessons  of  Tibet  have 
had  a tremendous  impact  in  south  and  southeast  Asia.  The  peoples 
of  the  region  have  reacted  vigorously  to  the  brutal  suppression  of  the 
religion  and  the  way  of  life  of  the  Tibetan  people. 

NEED  FOB  MUTUAL  8ECUBXTT  FUNDS 

The  mutual  security  program  has  been  and  continues  to  be  a major 
instrumentality  in  the  achievement  of  our  foreign  policy  objectives  in 
the  area.  It  was  of  major  significance  in  furthering  our  interests 
during  the  past  year. 

The  proposals  for  this  year,  which  were  incorporated  in  the  presen- 
tation Books,  before  you,  were  conceived  after  careful  evaluation,  and 
represent  what  we  believed  to  be  the  minimum  requirements  for  suc- 
cessful achievement  of  U.S.  objectives.  Final  determination  of  coun- 
try programs  within  each  of  the  appropriation  categories  must  await 
passage  of  the  appropriation  act 

Nevertheless,  it  is  evident  that  we  cannot  carry  forward  with  full 
funding  the  programs  now  before  you  in  view  of  the  reductions  al- 
ready effected  in  the  authorization  act  Our  interests  will  be  further 
adversely  affected  if  the  full  amounts  authorized  are  not  appropriated. 

As  you  will  note,  we  had  contemplated  a need  for  some  $242  million 
of  defense  support  funds  for  the  four  countries  of  this  area— Greece, 
Iran,  Pakistan,  and  Turkey — associated  with  us  in  collective  security 
arrangements. 

As  I have  already  indicated,  each  of  these  countries  is  facing  eco- 
nomic problems  while  striving  to  maintain  adequate  defense  forces 
and  achieve  an  acceptable  rate  of  economic  growth.  The  funds  pro- 
posed for  each  of  them  were  believed  minimal  to  the  requirement  in 
each  individual  situation.  Yet  it  is  clear  that  appropriation  of  defense 
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support  funds  to  the  full  amount  authorized  will  still  entail  reduction 
in  the  contemplated  program  for  some  or  all  of  these  countries. 

RELATION  or  MILITANT  ASSISTANCE  AND  DEFENSE  SUPPORT 

As  I will  note  later,  there  must  of  necessity  be  some  reduction  in 
the  military  assistance  originally  proposed  for  these  same  countries. 
It  might  be  assumed  that  smaller  military  assistance  programs  would 
call  for  smaller  defense  support  programs.  In  fact,  however,  there 
is  no  necessary  direct  relationship  between  these  programs. 

Defense  support  funds  are  required  in  the  context  of  a need  for 
a firm,  economic  base  in  a country  if  it  is  to  participate  effectively  in 
defense  against  the  threat  of  aggression. 

We  had  proposed  military  assistance  for  this  area  of  $412  mil- 
lion. The  reductions  made  m the  Authorization  Act  will  have  their 
impact  upon  the  programs  in  this  area,  and  the  adverse  effects  will 
be  further  exacerbated  should  the  appropriation  be  below  the  author- 
ized amount. 

We  feel  it  imperative  that  we  continue  to  provide  military  as- 
sistance to  countries  of  the  Near  East  and  south  Asia  on  a planned 
basis  consistent  with  our  mutual  interest  in  a sound  defense.  The 
reductions  already  effected  will  quite  evidently  require  downward  ad- 
justment in  programs.  Yet  we  believe  it  to  be  clearly  in  our  own 
interests  as  well  as  those  of  the  countries  being  aided  to  assist  them 
in  further  improvement  of  their  defensive  capabilities. 

SPECIAL  AS B1  STANCE  PROGRAM 

We  had  proposed  $80  million  for  special  assistance  programs  in 
Nepal,  Afghanistan,  Jordan,  and  the  Sudan,  and  to  provide  funding 
for  regiona  programs  as  well  as  for  a supplemental  U.S.  contribu- 
tion to  the  United  Nations  Emergency  Force  in  the  Middle  East. 

These  special  assistance  programs  vary  in  their  immediate  pur- 
pose but  all  share  the  general  objective  of  helping  to  prevent  eco- 
nomic and  political  instability  harmful  to  U.S.  interests. 

It  will  not  be  possible,  however,  to  meet  fully  these  requirements 
since  these  programs  will  have  to  share  in  the  reductions  made  in 
our  initial  request  for  special  assistance  funds. 

TECHNICAL  ASSISTANCE  PROGRAM 

We  continue  to  feel  that  the  technical  assistance  program  repre- 
sents one  of  the  most  effective  investments  of  this  Government  in 
the  economic  development  of  the  underdeveloped  nations,  and  par- 
ticularly those  of  the  area  with  which  I am  concerned.  Certainly 
the  need  for  training  human  resources  is  evident. 

Relatively  small  increases  in  some  technical  assistance  programs 
for  this  region  are  contemplated  for  the  current  year.  Should  the 
funds  authorized  for  this  purpose  be  appropriated,  we  will  carry 
forward  this  most  important  contribution  to  the  development  of  the 
Near  East  and  south  Asia. 

REFUGEE  PROBLEMS 

•t  • . r 

You  will  note  that  we  are  also  proposing  $25  million  for  the  re- 
lief and  rehabilitation  of  Palestine  refugees. 
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For  the  fiscal  year  1959,  while  this  amount  of  money  was  appro- 
priated, 15  percent  was  set  aside,  as  required,  to  be  used  solely  for 
the  resettlement  or  repatriation  of  refugees. 

The  Mutual  Security  Act,  while  again  authorizing  an  appropria- 
tion of  $25  million,  requires  this  year  a reservation  of  10  percent  of 
the  funds  appropriated  for  the  above  purposes.  ‘ . 

We  continue  to  seek  through  the  United  Nations  a resolution  of 
the  basic  problem  of  which  the  refugees  are  the  victims.  In  the  ab- 
sence of  a resolution  of  this  problem,  progress  toward  the  resettle- 
ment or  repatriation  of  ref  ugees  is  difficult. 

It  is  imperative,  however,  that  while  seeking  permanent  solutions 
we  not  permit  the  welfare  of  the  refugees  to  suffer  through  inadequate 
funds  for  their  relief  and  rehabilitation. 

In  order  to  make  an  adequate  contribution  for  this  latter  purpose, 
it.  is  essential  that  the  full  amount  of  the  funds  authorized  be  appro- 
priated. 

FUNDS  BBT  ABIDE  FOR  REFUGEE  PROGRAM 

Chairman  IIaydrn.  May  I inquire:  Was  any  of  the  15  percent, 
which  was  set  aside  last  year,  expended  ? 

Mr.  Murphy.  No,  sir;  it  was  not.  It  was  not  obligated,  sir. 
Chairman  Hayden.  That  will  probably  be  true  of  the  10  percent 
proposed  to  be  set  aside  ? 

Mr.  Murphy.  I would  think,  Senator  Hayden,  that  the  executive 
branch  will  have  considerable  difficulty  in  1960  in  using  up  the  10 
percent  for  this  purpose  and  we  may  well  have  a repetition  of  the 
picture. 

Senator  Hayden.  “To  be  used  only  for  the  resettlement  and  repa- 
triation of  refugees.” 

Were  there  no  repatriations  and  no  refugees?  Is  that  the  reason 
why  you  could  not.  spend  the  money  ? 

Mr.  Murphy.  It  is  to  be  used  only  for  the  repatriation  or  resettle- 
ment of  the  refugees.  It  was  not  possible  to  arrange  any  repatriation. 

. So  none  of  the  funds  were  used. 

Mr,  Hart.  Shall  I continue,  sir? 

Chairman  Hayden.  Yes. 

NEED  FOB  CONTINGENCY  FUNDS 

Mr.  Hart.  While  not  specifically  set  forth  in  the  presentation  books 
before  you,  we  believe  that  the  history  of  this  part  of  the  world  has 
demonstrated  a special  need  for  adequate  contingency  funds.  The 
events  of  the  past  year,  for  example,  in  Lebanon  and  Jordan,  have 
again  demonstrated  the  difficulty  of  predicting  precisely  in  advance 
funding  needs  that  muRt  be  filled  in  furtherance  of  TT.S.  objectives. 

We  urge  that,  the  full  amount  of  the  authorized  contingency  funds 
be  appropriated  to  insure  that  funds  will  be  available  to  meet  chang- 
ing situations. 

Finally,  I should  like  to  note  the  importance  of  the  Development 
Loan  Fund.  Future  stability  in  this  area  is  heavily  dependent  unon 
an  adequate  rate  of  economic  growth.  The  Development  Loan  Fund 
is  already  making  a major  contribution  to  this  objective. 

I have  not  discussed  other  resources  which  are  available  for  the 
furtherance  of  our  foreign  policy  objectives  and  for  improved  welfare 
of  the  people  of  this  area. 
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The  program  before  you  has  been  carefully  developed,  however, 
with  these  other  resources,  such  as  surplus  agricultural  commodities, 
facilities  of  the  Export-Import  Bank,  private  investment,  clearly  ii) 
mind.  ' 

To  summarize,  there  have  been  many  significant  events  in  the  Near 
East  and  south  Asia  during  the  past  year.  In  these  developments  I 
believe  that  the  mutual  security  program  has  played  a vital  part  in 
the  furthering  of  our  foreign  policy  interests.  The  problems  we  and 
the  countries  of  the  area  face  are  complex  and  continuing. 

In  the  final  analysis  their  basic  solution  must  come  from  within  the 
area  itself,  but  it  is  essential  that  for  some  time  to  come  we  provide 
help  and  encouragement  through  the  mutual  security  program. 

We  urge  appropriate  funding  to  this  end. 

(Preparea  statements  were  submitted  for  the  record  as  follows:) 

Statement  or  Rear  Adm.  E.  B.  Grantham,  Jr.,  USN,  Director,  Near  East, 
South  Asia,  and  Africa  Region,  Office  or  the  Assistant  Secretary  or  De- 
fense {Intonation  ax,  Security  Affairs),  Department  or  Defense 

NEAR  EAST  AND  SOUTH  ASIA 

Mr.  Chairman  and  members  of  the  committee,  I am  here  for  the  purpose  of 
discussing  our  military  assistance  programs  In  the  Near  East-south  Asia  region. 
The  countries  of  this  great  area  are  extremely  variegated  in  terrain,  language, 
culture,  tradition.  They  are  also  widely  diverse  In  their  levels  of  economic  and 
political  development.  Some  of  them  are  practically  destitute  of  natural  re- 
sources; others  are  very  rich  in  those  things  ad  industrialized  economy  re- 
quires. 

In  one  respect  they  share  a common  importance:  Together  they  make  up  the 
land  bridge  between  Europe  and  the  Far  East,  and  together  they  dominate  the 
major  sea,  air,  and  land  routes  between  East  and  West 
The  Near  East-sou  lb  Asia  region  confronts  the  menace  of  Communist  Russia 
on  one  northern  flank  and  Red  China  on  the  other.  Iran  and  Turkey  have  long 
common  borders  with  Soviet  Russia,  the  only  free  world  nations  associated  in 
collective  security  arrangements  so  situated.  Greece  bas  Communist  satellite 
Bulgaria  on  one  flank  and  Albania  on  the  other.  Pakistan  guards  historic  land 
approaches  to  the  Indian  subcontinent  The  strategic  importance  of  this  whole 
region  from  the  point  of  view  of  its  geography,  as  well  as  its  human  and  economic 
resources,  bas  been  forcefully  brought  to  world  attention  by  recent  events. 

It  Is  a region  which  the  free  world  cannot  allow  to  fall  under.effective  Com* 
nunlst  domination. 

With  four  countries  of  this  region— Greece,  Turkey,  Iran,  and  Pakistan — the 
United  States  has  concluded  bilateral  mutual  defense  assistance  agreements. 
We  have  a special  agreement  with  Saudi  Arabia  regarding  our  use  of  facilities 
there.  With  the  first  two— Greece  and  Turkey — we  are  additionally  associated 
in  the  North  Atlantic  Treaty  Organization.  Special  ties  with  Turkey,  Iran, 
and  Pakistan  er'it  by  virtue  of  U.S.  association  with,  and  contribution  to,  the 
activities  of  the  Baghdad  Pact  organization.  With  Pakistan  the  United  States 
is  additionally  associated  in  the  Southeast  Asia  Treaty  Organization. 

On  March  5 of  this  year  our  Government  signed  new  bilateral  agreements 
with  these  three  countries  reaffirming  our  adherence  to  the  principle  of  coopera- 
tion in  common  defense  and  economic  development. 

Greece,  Turkey,  Iran,  and  Pakistan — allies  alined  with  us  against  the  common 
danger — together  have  more  than  1 million  men  under  arms ; and  the  total  of 
their  own  national  defense  expenditures  has  averaged  over  $900  million  per 
year  daring  the  past  S years.  During  the  same  period  we  have  furnished  them 
military  assistance  atabout  $400  million  per  year. 

The  vital  part  played  by  military  assistance  in  helping  to  save  Greece  from 
falling  victim  to  Communist  expansion  in  the  early  post- World  War  II  years 
Is  too  well  known  to  require  emphasis.  Under  less  dramatic  circumstances, 
military  assistance  has  contributed  indispensably  to  preserving  the  will  to 
independence  of  other  countries  of  the  area  as  well  as  providing  them  the  physical 
means  to  back  np  their  determination. 
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Had  It  not  been  for  tbe  military  hardware  provided  and  the  operational 
effectiveness  achieved  with  the  help  of  our  military  as&lstance  program,  I can- 
not believe  that  Iran,  Turkey,  and  Pakistan  would  have  been  either  willing  or 
able,  so  firmly  and  courageously,  to  stand  up  to  the  unrelenting  Communist 
pressma 

The  recent  step-up  of  Soviet  bloc  activities  throughout  the  area  provides  a 
measure  of  tbe  Importance  accorded  this  region  In  Communist  plana.  Loss  of 
the  area  to  International  communism  would  have  the  gravest  consequences  for 
the  security  of  the  United  States  and  its  allies. 

In  addition  to  their  substantial  efforts  at  economic  penetration,  the  bloc  in 
recent  years  has  undertaken  an  aggressive  program  of  military  assistance  calcu- 
lated to  deepen  the  Communist  foothold  and  Increase  lts  Influence- 
Since  you  have  previously  heard  testimony  regarding  tbe  major  political 
events  and  developments  throughout  tbls  region,  I shall  confine  myself  to 
coverage  of  military  assistance  activities  there. 

You  will  note  by  reference  to  page  1 of  the  green  presentation  book  that  we 
have  requested  a total  of  $412  million  for  the  Near  East-south  Asia  region  for 
fiscal  year  1960.  You  will  also  note  from  the  bar  graphs  on  page  2 that  the 
trend  In  military  assistance  is  generally  down,  from  $521  million  total  for  tbe 
region  in  fiscal  year  1958,  to  $421  million  in  fiscal  year  1959,  to  tbe  $412  million 
proposed  for  fiscal  year  I960. 

This  downward  trend  by  no  means  Indicates  a diminution  of  our  Interest  In 
the  area.  Taken  In  conjunction  with  the  $3.2  billion  of  military  assistance  which 
we  have  thus  far  delivered  to  the  countries  of  the  regioD,  the  materiel  and 
services  to  be  provided  by  the  fiscal  year  1960  program  will  add  very  essential 
elements  of  power  to  tbe  respectable  allied  military  capability  we  have  helped 
to  create,  and  upon  which  It  Is  now  possible  to  build  with  increased  selectivity. 

COtWTBT  P BOG  RAM  6 

Political  repercussions  of  tbe  July  1958  coup  In  Iraq  were  widespread  in  the 
Near  East-south  Asia  region.  The  effect  of  this  event  and  the  simultaneous 
crisis  In  Lebanon  upon  our  military  assistance  operation  was  significant. 


IRAQ 

Immediately  after  the  coup  in  Iraq  all  movement  of  programed  materiel  was 
suspended,  except  for  the  subsequent  delivery  of  three  small  shipments  of  spare 
parts  which  were  on  the  high  seas  when  the  revolution  occurred. 

On  May  30,  the  Government  of  Iraq  informed  the  U.S.  Embassy  that  the  basic 
military  assistance  agreement  of  April  21, 1954,  together  with  several  other  agree- 
ments, were  considered  Inconsistent  with  Us  new  policy,  and  that  it  therefore 
considered  them  terminated. 

lebanor 

In  July  1958  the  Government  of  Lebanon,  unable  to  stem  tbe  spreading  dis- 
orders in  the  country,  requested  our  assistance.  In  response,  the  United  States 
landed  forces.  Their  presence  served  to  stabilize  tbe  local  situation,  and  even 
more  Important,  Indicated  we  were  prepared  to  act  vigorously  to  halt  the 
apparent  areawide  deterioration.  This  operation  was  funded  out  of  military 
departmental  resources.  No  specific  request  for  funds  for  Lebanon  In  fiscal  year 
1960  Is  being  submitted,  although  a small  requirement  may  subsequently  develop. 

ISA  it 

The  revolution  in  Iraq  subjected  Iran  to  immediate  and  strong  pressures. 
Not  only  did  she  feel  threatened  by  the  situation  in  Iraq,  but  she  promptly  be- 
came the  target  of  increased  diplomatic  and  propaganda  attacks  from  tbe  U.S.S.R, 
The  United  States,  recognizing  the  need  to  reassure  and  encourage  here,  took 
urgent  diplomatic  measures  to  that  end,  and  at  the  same  time  initiated  action  to 
Improve  Iran’s  defensive  capability  by  the  accelerated  delivery  of  already 
programed  military  materiel.  Joint  consultations  between  the  Iranian  General 
Staff  and  our  Military  Assistance  Advisory  Group  resulted  in  the  preparation  of 
a comprehensive  plan,  designed  to  Improve  the  organization  and  training  of  her 
forces.  Host  country  Implementation  of  the  plan  has  been  energetic  and  pur- 
poseful and  the  operational  capability  of  the  Iranian  forces  has  been  significantly 
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Improved.  During  the  coming  year  the  military  assistance  program  will  continue 
to  contribute  to  Improvement  of  her  defensive  potential. 

JOBDAM 

Jordan  likewise  suffered  Immediate  repercussions  from  the  change  in  regime 
in  Iraq.  The  United  States  promptly  came  to  Jordan’s  assistance  to  maintain 
its  international  security  and  integrity. 

Subsequently,  the  Department  of  Defense,  on  request  of  the  Jordanian  Gov* 
ernment,  conducted  a survey  of  her  military  establishment.  Certain  recom* 
mended  courses  of  action  growing  out  of  this  survey  are  already  being  Imple- 
mented by  the  Jordanian  Army.  The  requirements  of  her  armed  forces,  as  de- 
veloped and  defined  In  the  survey  report,  provide  the  basis  for  a modest  military 
materiel  assistance  program  now  under  refinement. 

TURKEY 

The  Iraqi  coup  also  gave  Turkey  grave  cause  for  concern.  The  Soviets  sought 
to  capitalize  on  the  situation  by  staging  extensive  maneuvers  on  the  Turkish 
frontier,  and  intensifying  their  propaganda  attacks. 

Our  military  assistance  program  for  Turkey  in  fiscal  year  1960  is  directed 
toward  assisting  her  to  improve  and  maintain  her  active  forces. 

GREECE 

Onr  military  assistance  activities  in  Greece  during  fiscal  year  1066  were  not 
directly  affected  by  events  further  east  In  the  proposed  fiscal  year  I960  pro- 
gram we  are  placing  high  priority  on  force  modernization. 

PAKISTAN  , 

The  fiscal  year  1050  military  assistance  program  for  Pakistan  was  pursuant 
to  the  Mutual  Defense  Assistance  Agreement,  signed  In  1964,  with  the  Govern- 
ment of  Pakistan.  By  the  terms  of  this  agreement  the  United  States  undertook 
to  provide  military  assistance  to  the  Pakistan  armed  forces. 

By  the  terms  of  the  bilateral  agreement  between  the  United  States  and  the 
Pakistanis  signed  on  March  6 of  this  year  the  United  States  reaffirms  its  inten- 
tion, subject  to  congressional  appropriations,  to  continue  to  furnish  Pakistan 
such  military  assistance  as  may  be  mutually  agreed  upon  in  furtherance  of  pro- 
moting peace  and  stability  In  the  Middle  Bast. 

In  this  connection  during  the  past  year,  the  Department  of  Defense,  In  con- 
junction with  the  Government  of  Pakistan,  conducted  a study  of  the  present 
and  prospective  recurring  costs  Involved  in  the  support  of  Pakistan’s  military 
establishment.  The  Implications  of  this  study  were  considered  in  the  develop- 
ment of  the  fiscal  year  1059  program  as  it  was  finally  approved,  and  in  the  formu- 
lation of  the  fiscal  year  1060  program. 

The  program  we  propose  for  Pakistan  for  fiscal  year  1960  provides  necessary 
force  maintenance  and  meets  only  high  priority  force  improvement  requirements. 

SAUDI  ARABIA 

Saudi  Arabia’s  importance  to  us  lies  in  its  strategic  location,  its  oil  resources, 
and  in  onr  operational  requirements  at  Dhnhran  Airfield.  We  do  not  expect  her 
to  develop  armed  forces  which  could  contribute  effectively  to  allied  operations. 
Saudi  Arabia  has  cpncluded  both  a reimbursable  military  assistance  agreement 
with  the  United  States  and  a special  agreement  relating  to  our  use  of  facilities 
there. 

Under  the  provisions  of  the  grant  aid  agreement  signed  in  1957  the  United 
States  agreed  to  expand  its  training  activities  (initiated  in  1652)  and  to  provide 
military  assistance,  over  a 5-year  period.  The  fiscal  year  1960  program  which 
we  propose  is  modest  and  in  consonance  with  our  agreements  with  the  Saudi 
Arabian  Government 

KKOAPITUIATIOIT 

To  recapitulate,  onr  proposed  fiscal  year  1960  military  assistance  program  for 
the  Near  Bast-south  Asia  region,  for  which  we  are  requesting  $412  million, 
accentuates  force  improvement  rather  than  force  maintenance,  our  purpose  being 
not  only  to  hold  the  ground  already  gained  in  the  creation  and  basic  equipping 
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of  necessary  forces,  but,  In  addition,  to  provide,  in  certain  countries,  modern 
weapons  and  training,  considered  vital  for  improvement  of  the  recipient  nations’ 
military  posture  in  the  face  of  increasing  enemy  potentialities. 


Statement  of  Mb.  Leland  Barrows,  Regional.  Director,  Office  of  Near 
East  and  South  Asia  Operations,  International  Cooperation  Admin- 
istration 

Mr.  Chairman  and  members  of  the  committee,  the  committee  has  beard  from 
previous  witnesses  testimony  with  respect  to  the  considerations  of  national 
policy  which  underlie  the  provision  of  mutual  security  assistance.  The  Bouse 
and  Senate  of  the  United  States  have  concurred  that  these  considerations  Justify 
such  assistance,  and  have  authorized  the  appropriation  of  $3,556  million  to  sup- 
port the  mutual  security  program  in  fiscal  year  1960.  My  purpose  Is  to  discuss 
the  nonmilitary  aspects  of  the  mutual  security  program  in  one  of  the  most  critical 
areas  In  the  world-— the  Near  Bast  and  south  Asia,  why  we  believe  tbe  aid  levels 
originally  proposed  for  this  area  to  be  austere,  and  why  we  believe  that  any 
further  reduction  below  the  levels  already  authorized  would  have  serious  adverse 
effects  on  U.S.  interests. 

The  sums  initially  proposed  for  ICA-admlnistered  economic  assistance  in  fiscal 
year  1960  to  the  Near  East  and  Bouth  Asia  region  totaled  $397  million  in 
comparison  with  approved  programs  of  $362  million  for  fiscal  year  3959.  The 
$397  million  for  fiscal  year  1990  represented  increases  over  the  preceding  year 
of  about  20  percent  each  in  defense  support  and  technical  cooperation  assistance, 
and  a decrease  of  about  20  percent  in  special  assistance.  These  proposals,  which 
are  set  forth  In  the  presentation  books  before  you,  were  the  end  product  of  a 
careful  analysis  of  country  requests,  and  represent  what  we  considered  to  be 
the  minimum  requirements  for  successful  achievement  of  U.S.  aims  In  the  critical 
Near  Bast  and  south  Asia  area. 

The  total  amount  authorized  for  appropriation  is  substantially  below  the 
original  request,  and  It  will,  of  course,  be  necessary  to  modify  the  country  pro- 
grams described  in  the  presentation  documents.  Final  determination  of  country 
programs  within  each  of  the  appropriation  accounts  must  await  passage  of  the 
Appropriations  Act.  The  reductions  already  effected  in  the  Authorization  Act 
will  Impair  the  effectiveness  of  the  program ; any  further  reduction,  below  the 
full  amount  authorized,  could  have  serious  repercussions,  economic,  military, 
and  political. 

Economic  assistance  programs  to  be  financed  from  these  funds  are  proposed 
for  12  countries  in  the  Near  East  and  south  Asia  region  in  the  fiscal  year  I960. 
In  seven  countries,  the  request  for  1960  represents  an  Increase  over  the  program 
authorized  in  1959;  in  five  countries,  a decrease. 

DEFENSE  SUPPORT 

Programs  totaling  $242  million,  or  about  three-fifths  of  the  funds  that  we 
request  for  the  Near  East  and  south  Asia  region  in  1960,  are  in  tbe  defense 
support  category,  for  use  in  four  countries — Greece,  Turkey,  Iran,  and  Pakistan. 
These  countries  are  all  associated  with  the  United  States  and  the  other  nations 
of  the  free  world  in  one  or  more  defense  pacts,  and  all  require  the  assistance  we 
propose  in  this  category  to  support  agreed  military  efforts. 

Details  of  the  defense  support  programs  vary  somewhat  from  country  to  coun- 
try, and  more  detail  on  the  Individual  countries  will  be  provided  later  in  this 
statement,  but  certain  characteristics  are  substantially  the  same  in  all  four 
countries. 

In  the  first  place,  defense  support  assistance  to  these  four  countries,  as  it  was 
in  fiscal  year  1959  and  as  proposed  for  fiscal  year  1960,  takes  the  form  of  non- 
project aid.  That  is  to  say,  money  or  procurement  authorizations  to  provide 
Imported  commodities  required  to  meet  the  needs  of  the  economy  arising  from 
the  economic  demand  created  by  tbe  extraordinary  military  effort 
The  counterpart  funds  derived  from  the  sale  of  defense  support  commodities, 
whether  they  are  allocated  directly  to  the  military  budget  or  not,  are  used  in 
such  a way  as  to  enable  the  .recipient  country  to  carry  the  burden  represented 
by  the  defense  forcea 

While  there  is  a relationship  between  the  defense  support  program  and  the 
program  of  military  assistance,  it  is  noi,  of  course,  a direct  mathematical  rela* 
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tlonshlp.  Some  countries  need  and  can  make  effective  use  of  tbe  weapons,  the 
transport  and  the  other  military  equipment  and  supplies  provided  by  tbe  military 
assistance  program  without  finding  that  the  budgetary  burden  which  they  must 
assume  exceeds  their  financial  capacities. 

Others,  including  the  four  countries  In  this  region  which  reoelve  defense 
support  assistance,  are  simply  unable  to  carry  the  military  role  they  would  like 
to  fulfill  without  aid  which  cannot  be  met  by  military  assistance  alone.  In  such' 
cases,  therefore,  the  same  U.S.  interests  which  we  serve  by  equipping  these 
countries  with  military  essentials  explain  our  request  for  defense  support 
assistance. 

These  programs  are  justified  on  this  defense  basis,  but  their  benefits  generally 
go  well  beyond  this.  Tbe  programs  contribute  to  tbe  economic  well-being  of  the 
countries  as  well. 

A minimum  criterion  for  a defense  support  program  is  that  It  prevent  eco- 
nomic retrogression ; this  minimum  is  clearly  essential  If  it  is  to  be  politically 
and  economically  possible  for  the  country  to  maintain  its  agreed  defense  contri- 
bution, Tbe  defense  support  assistance  to  meet  this  minimum  economic  require- 
ment takes  tbe  form  of  essential  imported  goods  and  services.  Since  these 
imports  are  not  normally  produced  at  all  within  tbe  domestic  economy  and  are 
in  no  case  available  in  sufficiently  quantity,  they  make  a contribution  to  tbe 
functioning  of  the  recipient  country’s  economy  BtgnlflcaDtly  greater  than  tbe 
equivalent  money  value  of  locally  produced  goods.  A common  case  is  that  of 
an  industry  requiring  imported  raw  materials,  supplies,  and  spare  parts  which, 
if  It  can  obtain  these  needed  imports,  can  produce  an  output  with  a value  much 
greater  than  the  cost  of  the  Imports. 

Another  Illustration  of  the  economic  significance  of  these  defense  support 
programs  stems  from  the  fact  that  these  countries  suffer  from  a considerable 
degree  of  chronic  unemployment  and  underemployment.  While  the  armed 
forces  are,  of  course,  not  designed  as  a means  of  providing  employment,  tt  is, 
nevertheless,  true  that  reductions  of  those  forces  would,  particularly  in  the 
short  run,  be  reflected  more  in  Increased  unemployment  that  in  increased  civilian 
output. 

Thus,  in  summary,  although  these  defense  support  programs  accomplish  exactly 
what  their  name  suggests,  they  also  yield  benefits  that  go  beyond  the  Immediate 
defense  objectives.  Although  the  amounts  proposed  have  been  determined  as  the 
minimum  required  to  permit  the  necessary  levet  of  defense,  reductions  In  defense 
support,  even  if  accompanied  by  equal  reductions  in  the  countries’  defense  expen- 
ditures, would,  In  general,  result  in  short  run  economic  losses  as  well  as  a reduced 
defense  capability.  A reduction  in  defense  support  without  a reduction  in  defense 
expenditures  would  mean  a reduction  in  the  investment  needed  to  support  the 
defense  effort,  which  wonld  only  prolong  the  period  during  which  external 
assistance  will  be  required  If  the  country  is  to  play  its  part  in  the  common 
defense,  or  a reduction  In  consumption  which  could  lead  to  serious  economic 
or  political  Instability. 

The  estimates,  made  at  the  time  the  presentation  books  were  prepared,  showed 
unliquidated  obligations  for  these  four  defense  support  programs  for  the  end  of 
fiscal,  year  1959  at  $249.0  million.  Developments  since  then  indicate  that  .the 
amount  In  the  pipeline  will  probably  prove  to  be  substantially  less  than  this. 
This  compares  with  a pipeline  of  $261.6  million  at  the  end  of  fiscal  year  1958. 
The  amount  currently  in  the  pipeline  represents  only  about  1 year’s  program 
at  the  level  proposed  for  fiscal  year  1960.  Given  tbe  time  required  after  the 
beginning  of  a fiscal  year  for  the  appropriation  and  allotment  of  funds,  the 
preparation  of  necessary  documentation,  and,  of  course,  the  actual  ordering 
and  delivery  of  the  goods,  this  level  of  pipeline  approaches  the  minimum  operating 
level. 

The  $242  million  proposed  for  defense  support  programs  for  this  region  Is, 
we  firmly  believe,  the  minimum  required  if  Greece,  Turkey,  Iran,  and  Pakistan 
are  to  be  able  to  maintain  a level  of  economic  activity  that  will  enable  them 
to  continue  to  make  their  agreed  contributions  to  NATO,  the  Baghdad  Pact, 
and  SEATO  or,  more  generally,  to  the  defense  of  the  free  world, 

SPECIAL  ASSISTANCE 

Whereas  defense  support  is  economic  assistance  which  Is  required  in  order  to 
secure  a specific  contribution  to  the  common  defense  by  a country  In  which  U.S. 
military  aid  is  helping  to  support  significant  military  forces,  special  assistance 
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la  provided  to  countries  In  which  the  United  States  has  special  Interests  of  a 
political,  economic,  or  Btrategic  nature,  which  need  our  economic  help,  and  where 
the  need  for  such  assistance  cannot  appropriately  or  fully  be  provided  under 
technical  cooperation  or  from  the  Development  Loan  Fund.  In  some  Instances, 
their  economic  difficulties  stem  from  a temporary  Imbalance  brought  about  by 
such  factors  as  crop  failure  or  temporary  shifts  In  the  terms  of  trade.  In 
other  instances,  the  roots  of  the  problem  go  deeper : They  may  involve  security 
threats  over  which  the  country  cannot  have  full  control,  or  political  situations 
which  lack  the  fundamental  elements  of  stability,  or  the  fact  that  the  country  is 
starting  at  the  very  bottom  of  the  economic  ladder.  Virtually  all  of  the  possible 
types  of  assistance,  and' reasons  for  giving  special  assistance,  may  be  found  In 
the  Near  East  and  south  Asia  area — in  programs  undertaken  lu  fiscal  year  1956 
and  In  proposals  now  being  made  for  fiscal  year  1960.  Thus,  for  example, 
Afghanistan  and  Nepal  need  help  for  economic  development  which  they  cannot 
expect  from  other  free  world  sources,  and  which  they  could  not  service  if  ex- 
tended  on  a loan  basis.  For  Jordan,  which  has  been  dependent  on  external  help 
since  Its  creation,  outside  assistance  will  continue  to  be  of  critical  Importance. 
Sudan,  faced  with  continuing  depression  In  world  markets  for  its  major  export, 
cotton,  has  balanee-of-payments  problems  and  needs  added  foreign  exchange  to 
pay  for  required  imports. 

For  fiscal  year  1990,  the  $71  million  In  specific  proposals  for  special  assistance 
funds  tor  countries  in  the  Near  East  and  south  Asia  reflects  conservative  esti- 
mates that  tend  to  minimize  the  anticipated  requirements  for  the  area  as  a 
whole.  No  attempt  has  been  made  to  provide  for  every  possibility  that  is 
presently  foreshadowed,  and  if  any  number  of  these  Bhould  develop  it  would 
be  necessary  to  have  recourse  to  contingency  funds.  The  specific  funding  pro- 
posal of  $71  million  would  permit  us  to  carry  out  programs  in  four  countries 
In  this  area.  These  include  specific  development  projects  in  Sudan,  Jordan, 
Afghanistan,  and  Nepal;  Assistance  to  Sudan  to  finance  essential  imports;  and 
support  for  Jordan,  absolutely  imperative  If  this  critically  important  country 
is  to  be  able  to  meet  its  normal  governmental  expenditures.  In  addition, 
financing  is  proposed  to  provide  continuation  of  an  important  telecommunica- 
tions project  linking  the  capitals  of  the  Baghdad  Pact  nations,  as  well  as  a 
further  U.S.  contribution  to  the  U.N.  Emergency  Force  in  the  Middle  East 

More  details  on  the  programs  proposed  are  contained  in  the  documents  sub- 
mitted to  the  committee  and  are  provided  later  in  this  statement.  They  are  in- 
each  instance  designed  to  support  a level  and  a pace  of  activity  which,  In  our 
Judgment,  Is  critical  to  political  and  economic  stability. 

Pipeline  estimates,  made. at  the  time  the  presentation  books  were  prepared, 
showed  unliquidated  obligations  for' these  four  special  assistance  programs  for 
the  end  of  fiscal  year  1959  at  $56.9  million.  (It  Is  noted  parenthetically  that 
the  total  special  assistance  pipeline  for  the  region  Is  substantially  greater  than 
this,  including,  as  it  does,  noncountry  programs  and  a number  of  country  pro- 
grams that  are  not  being  continued.)  This  estimate  of  $56.9  million  Is  up  some- 
what from  the  $50.5  million  at  the  end  of  fiscal  year  1958,  primarily  because 
the  new  program  In  Sudan  was  putting  substantial  amounts  Into  the  pipeline 
that  are  Just  now  beginning  to  flow  out  in  significant  quantities.  This  special 
assistance  pipeline  for  the  four  countries  combined  is  less  than  1 year’s  program 
at  present  levels;  consequently,  reductions  in  pipeline  cannot  be  counted  on 
to  meet’any  significant  portion  of  the  need, 

TECHNICAL  COOPERATION 

For  fiscal  year  I960,  $50.6  million  Is  proposed  to  carry  on  essential  technical 
cooperation  programs  for  transmission  of  knowledge,  skills,  and  techniques  to 
Improve  the  capacity  of  the  peoples  In  the  countries  of  the  area  to  help  them- 
selves to  solve  their  own  economic  and  social  problems. 

Continuing  technical  cooperation  programs  are  proposed  for  each  of  the 
countries  which  receive  defense  support  and  each  country  for  which  special 
assistance  is  proposed.  In  addition  to  programs  for  countries  for  which  there  is 
no  other  economic  aid  as  such,  technical  cooperation  will  also  support  certain 
regional  activities  in  the  area.  The  details  of  the  program  in  any  given  country 
emerge  from  the  problems  which  constitute  obstacles  to  furtherance  of  economic 
development  in  that  country.  The  degree  of  concentration  in  one  field  or  another 
varies  from  country  to  country,  although,  reflecting  some  of  the  basic  common 
factors  which  constitute  obstacles  to  development  in  the  area,  there  is  a certain 
similarity  of  patters.  In  fiscal  year  1960,  the  Near  Enst  and  south  Asia  pro- 
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posals  for  technical  cooperation  are  keyed  to  basic  needs  in  education,  which  will 
receive  nearly  one-fourth  of  the  funds  proposed,  and  development  of  agriculture 
and  natural  resources,  for  which  It  is  proposed  to  use  approximatley  one-fifth 
of  the  funds.  Industry  and  mining  projects  would  take  nearly  one-sixth  of  the 
funding,  and  programs  in  transportation,  health,  and  sanitation,  and  public 
administration  from  4 to  6 percent  each  or,  altogether,  a little  over  one-sixth  6f 
the  total  proposed. 

Preliminary  figures  for  fiscal  year  1959  indicate  that  expenditures  in  that  year 
exceeded  new  obligations.  The  present  pipeline  Is  only  slightly  larger  than  the 
program  being  proposed;  that  is,  it  is  equal  to  only  a little  more  than  1 year’s 
activity,  Given  contract,  recruiting,  and  planning  problems,  this  may  not  be 
susceptible  to  significant  further  compression  If  technical  cooperation  programs 
are  to  take  a reasonably  stable  course. 

CONCLUSION 

The  totals  In  the  specific  categories  reflect  minimum  assumptions  with  respect 
to  funding  requirements  from  these  sources.  They  are  keyed  to  a continuation  of 
availabilities  of  agricultural  surplus  commodities  for  local  curency  sale  under 
Public  Law  480  and,  further,  to  the  assumption  that  other  developments  will 
continue  at  least  as  favorable  as  projected.  To  the  extent  that  the  course  of 
events  proves  less  favorable  than  believed  likely  at  the  time  that  these  projections 
were  made,  It  would  be  necessary  to  have  recourse  to  contingency  allowances 
proposed  on  a worldwide  basis,  for  such  additional  needs  as  could  not  be  met  under 
the  original  projections. 

The  Near  East  and  south  Asia  Is  an  arena  in  which  much  can  be  lost  or  won.  It 
Is  an  area  of  tension  and  challenge  and  the  inability  to  forecast  exactly  the 
pattern  of  economic  and  political  events  forms  part  of  the  basis  of  the  mutual 
security  program  request  for  contingency  funds.  Yet,  a reduction  In  programed 
assistance  such  as  has  been  proposed  by  the  House  of  Representatives  makes  it 
apparent  that  any  contingency  funds  would  be  needed  for  already  known  require- 
ments. There  would  no  longer  be  any  reserve  to  meet  the  contingent  require- 
ments which  we  know  will  arise.  Within  the  limitations  Imposed  by  human 
error  and  inability  to  forecast  all  developments,  the  programs  which  we  have 
presented  represent  minimum  requirements  if  U.S.  interests  are  to  be  served 
properly. 

COUNTRIES  FOB  WHICH  DEFENSE  SUPPOBT  18  PROPOSED 

Greece 

Economic  assistance  was  given  to  Greece  In  the  Immediate  postwar  period  to 
overcome  the  economic  dislocation  and  destruction  attributable  to  the  war  and 
to  the  subsequent  period  of  guerrilla  warfare.  Since  that  time  Greece  has  re- 
ceived aid  to  meet  Its  essential  problem  of  expanding  production  In  order  to  pro- 
vide resources  for  the  defense  establishment,  for  the  growing  population,  and 
to  Increase  the  capacity  of  the  economy  to  sustain  itself. 

The  basic  Greek  problem  Is  to  maintain  domestic  financial  stability  while 
meeting  defense  commitments  and  at  the  same  time  encouraging  a faster  rate 
of  economic  development  to  overcome  the  underemployment  of  manpower  and 
resources.  The  long-term  batance-of-payments  position  underscores  the  Im- 
portance of  encouraging  investment  and  activities  likely  to  contribute  directly 
to  an  Improvement  in  the  external  position. 

Preliminary  estimates  Indicate  the  gross  national  output  rose  about  5 percent 
In  1966.  There  was  a reasonably  good  harvest,  and  manufacturing  and  con- 
struction expanded  rapidly.  Rising  internal  Income  had  resulted  In  significantly 
increased  demand  for  both  home-produced  and  imported  goods.  Exports  ex- 
panded only  slightly.  Despite  substantial  use  of  European  suppliers’  credits, 
there  was  a $25  million  decrease  in  hard  currency  reserves  during  1968.  This 
decline  in  reserves,  only  recently  arrested,  extends  back  to  January  1967,  and 
Greek  reserves  are  still  below  the  lowest  level  reached  in  1957,  Greece  has 
brought  the  reserve  drop  under  control  by  a resumption  of  restrictions  on  Imports, 
among  other  actions.  Realistic  monetary  policy,  however,  has  succeeded  In  keep- 
ing wholesale  and  retail  prices  stable. 

In  fiscal  year  1959,  $29  million  in  defense  support  was  made  available  to  Greece 
for  financing  essential  imports.  The  local  currency  proceeds  arising  from  theso 
sales  were  used  for  support  of  the  military  budget. 

The  technical  cooperation  program  for  fiscal  year  1959  amounted  to  $800,000, 
nearly  half  of  which  was  to  pay  for  the  services  of  technicians  and  more  than  a 
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fourth  to  pay  for  participants.  Almost  three-fourths  of  the  money  was  devoted  to 
four  fields  of  activity — public  administration,  labor,  industry,  and  agricultural 
and  natural  resources. 

The  proposed  technical  cooperation  program  for  fiscal  year  1960  is  slightly 
larger  than  that  being  implemented  In  fiscal  year  1959.  It  is  concentrated  In 
the  same  four  fields  of  activity,  but  with  significant  reductions  in  agriculture 
and  public  administration  and  a sizable  increase  In  the  industrial  field. 

Assuming  that  surplus  agricultural  commodities  to  supplement  defense  sup- 
port are  available  under  Public  Law  480  if  needed  during  fiscal  year  1960  and 
that  domestic  output  and  foreign  exchange  earnings  continue  favorable,  the 
level  of  defense  support  proposed  for  fiscal  year  I960  should  provide  the  margin 
that  would  enable  Greece  to  continue  with  its  defense  program  and  meet  its 
other  basic  requirements,  while  controlling  any  tendency  toward  inflation.  Both 
objectives  would  be  endangered  by  a reduction  In  funds. 

Concern  to  limit  the  inflationary  Impact  of  various  proposals  Intended  to  in- 
crease economic  activity  in  Greece  has  dictated  restraint  In  using  accumulated 
local  currency  reflecting  earlier  additions  of  resources  to  the  eonomy.  Current 
accumulations  of  local  currency  are  closely  programed  and  no  significant  amounts 
are  expected  to  remain  unutilized  at  the  end  of  fiscal  year  1960. 

Iran 

Despite  Its  substantial  income  from  proven  oil  resources,  Iran  has  many 
problems  of  development  to  solve  and  needs  to  expand  both  facilities  and  basic 
services  and  its  resources  iu  human  skills.  The  period  of  domestic  disruption 
which  included  nationalization  of  the  oil  industry  culminated  in  the  fall  of 
Mossadegh  in  August  1953.  The  recovery  of  the  Iranian  economy  from  the  low 
level  reached  at  that  point  owes  much  to  the  substantial  assistance  from  U.S. 
aid  programs  extended  at  that  time.  U.S.  aid-financed  imports  of  essential  com- 
modities helped  the  Government  to  meet  its  obligations  and  undertake  a limited 
development  program.  Iran  reached  agreement  with  the  oil  consortium  in  1954 ; 
since  then  there  has  been  gradual  restoration  and  Increase  in  Iranian  revenues, 
restoration  of  foreign  exchange  reserves,  and  a new  start  In  1955  on  a long- 
range  development  program  which  is  financed  by  allocations  from  oil  revenues. 

Iran  is  a member  of  the  Baghdad  Pact  and  as  such  it  carries  a substantial 
military  burden.  Its  defense  expenditures  constitute  approximately  one-fourth 
of  the  budget  expenditure  of  the  central  government  and  about  5.7  percent  of 
total  resources  when  related  to  the  gross  national  product. 

Through  June  30,  1959,  the  cumulative  total  of  economic  aid  to  Iran  under 
the  mutual  security  program,  including  both  technical  cooperation  and  defense 
support,  was  $338  million,  of  which  about  $316  million  had  already  been  ex- 
pended. The  balance  of  unliquidated  obligations  declined  by  some  $24  million 
during  fiscal  year  1959,  and  now  stands  at  about  $22  million.  Defense  support 
proposed  for  Iran  Is  directly  related  to  the  increased  cost  of  supporting  an  ex- 
panded military  program. 

The  technical  cooperation  program,  both  directly  and  through  the  training 
opportunities  it  opens  to  Iranians,  affords  a major  means  of  increasing  the 
technical  and  managerial  skills  needed  for  Implementing  a development  program 
or  operating  a modern  economy.  U.S.  technicians  are  concentrating  on  problems 
in  public  administration,  both  directly  and  through  the  operations  of  programs 
in  other  subject  fields  of  activity,  such  as  health,  education,  and  agriculture. 
This  advice  and  training  affords  Iran  the  opportunity  to  incorporate  and  adapt 
American  and  free  world  concepts  and  principles  Into  the  planning  and  opera- 
tion of  their  own  programs.  For  activities  which  concentrate  on  furnishing 
technicians,  contract  services,  and  participant  training,  the  program  obligated 
$5  million  In  fiscal  year  1958;  obligations  totaled  about  $5.8  million  In  fiscal 
year  1959 ; and  a program  of  $6  million  Is  proposed  for  fiscal  year  1900. 

Pakistan 

Pakistan,  created  In  1947  from  the  Muslim,  majority  areas  of  the  Indian  sub- 
continent, Is  the  one  country  having  a membership  in  both  the  Baghdad  Pact  and 
SEATO.  It  devotes  about  one-third  of  the  central  government  budget  expendi- 
ture to  defense.  This  approximates  about  4 percent  of  the  national  product. 

The  two  segments  of  the  country  are  about  1,000  miles  apart  by  land  and 
3,000  miles  by  sea,  and  contrast  sharply  In  size,  population,  terrain,  climate,  and 
economy.  West  Pakistan,  with  85  percent  of  the  area  and  45  percent  of  the 
population,  has  large  desert  areas  and  a hot,  dry  climate.  The  most  pressing 
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economic  problem  In  Pakistan  is  the  production  of  enough  food  to  feed  a popula- 
tion increasing  at  the  rate  of  1.5  percent  annually. 

There  Is  a scarcity  of  known  natural  resources,  little  coal,  iron,  or  nonferrous 
minerals.  Hydroelectric  potentialities  and  natural  gas  are  being  developed,  and 
mineral  resources  are  being  explored. 

Agriculture  now  supplies  about  90  percent  of  the  foreign  exchange  earnings 
of  the  country.  Earnings  are  Insufficient  to  meet  current  import  needs  for  pro- 
duction and  consumption.  Pakistan’s  food  import  costs  are  now  equivalent  to 
about  one-third  of  its  foreign  exchange  earnings. 

Economic  assistance  to  Pakistan  began  In  1952.  The  cumulative  total  obli- 
gated for  defense  support  and  technical  cooperation  through  June  30,  1959,  was 
$490  million,  of  which  $127  million  was  not  yet  expended  at  that  time.  Ex- 
penditures during  fiscal  year  1959  were  about  equal  to  obligations. 

Defense  support  funds  of  $95  million  for  fiscal  year  1959  financed  a portion  of 
the  gap  between  Pakistan’s  export  earnings  and  the  imports  needed  to  maintain 
minimum  consumption  levels.  These  funds  permitted  a continued  How  of  critical 
Bhort-supply  Items,  raw  materials,  intermediates,  spare  parts,  consumption  items 
not  locally  produced  in  adequate  quantity  and  essential  equipment. 

Proposed  defense  support  for  fiscal  year  1960  would  finance  imports  essential 
to  operation  of  the  economy  at  existing  levels.  Pakistan  has  been  substantially 
helped  by  sales  of  agricultural  surplus  commodities  for  local  currency  under 
Public  Law  480,  and  it  Is  assumed  that  such  supplies  will  continue  to  be 
available. 

The  technical  cooperation  program  has  made  the  first  introduction  of  modern 
technology  into  most  sectors  of  the  economy  by  sending  American  technicians  to 
Pakistan,  providing  training  in  the  United  States  for  Pakistanis  and  supplying 
demonstration  materials  and  equipment.  The  planned  technical  cooperation 
program  for  fiscal  year  1959  totaled  $5.8  million,  compared  with  $5.6  million 
In  fiscal  year  1958.  For  fiscal  year  1960  a program  of  $8.2  million  is  proposed, 
with  the  principal  increases  being  in  the  fields  of  Industry,  health,  and  education. 

MSP  grants  and  sales  of  agricultural  surplus  commodities  to  Pakistan  give 
rise  to  local  currency  accounts.  The  main  concern  in  managing  and  planning 
the  use  of  such  accounts  is  to  remain  within  the  realistic  limits  set  by  the 
physical  situation  and  by  the  availability  of  foreign  exchange  to  supplement 
available  resources.  The  basic  problem  In  attaining  minimum  U.S.  objectives 
is  still  to  help  Pakistan  meet  the  import  program  It  needs  to  support  its  popu- 
lation and  to  carry  on  its  military  and  economic  programs. 

Turkey 

Turkey,  as  a member  of  NATO  and  of  the  Baghdad  Pact,  now  devotes  ap- 
proximately one-third  of  the  central  government  budget  expenditure  to  defense. 
This  amounts  to  4 to  5 percent  of  its  gross  national  product.  It  depends  on  de- 
fense support  to  maintain  the  flow  of  essential  imports  for  which  its  own  earn- 
ings are  not  adequate. 

There  has  been  a persistent  drive  for  improvement  and  development  In  Turkey 
and  a real  increase  in  output  of  about  50  percent  since  1950.  Since  the  economy 
is  still  heavily  dependent  on  agriculture,  output  Is  subject  to  considerable  va- 
riations. Since  1953,  taking  Into  account  the  average  effect  on  agricultural  pro- 
duction of  good  and  bad  years,  output  taken  as  a whole  has  barely  kept  pace 
with  population  growth.  In  the  drive  for  expansion  Turkey  has  exceeded  Its 
own  resources  and  grant  aid,  and  has  accumulated  over  $1.2  billion  In  foreign 
debt.  This  debt,  subject  of  a successful  settlement  conference  in  fiscal  year 
1959,  included  arrears,  public  and  private  international  loans,  and  short-term 
credits  which  constituted  a heavy  proportion  of  the  total. 

The  economic  stabilization  program  which  Turkey  undertook  In  August  1958, 
along  with  the  de  facto  devaluation  of  the  Turkish  lira,  shows  promise  of  halting 
the  serious  Inflation  that  has  plagued  the  Turkish  economy  In  recent  years. 
This,  along  with  the  settlement  reached  with  Turkish  creditors,  should  provide 
a sound  base  for  resumption  of  a satisfactory  rate  of  economic  growth. 

Postwar  economic  aid  to  Turkey  began  In  1947,  when  $5  million  was  made 
available  to  initiate  a highway  program.  Through  fiscal  year  1959,  a cumu- 
lative total  of  $795  million  of  economic  assistance  for  defense  support,  direct 
forces  support,  and  technical  cooperation  had  been  obligated  for  Turkey  under 
the  mutual  security  program.  Estimated  expenditures  through  that  date  were 
about  $729  million,  leaving  an  unexpended  pipeline  of  $66  million.  Con- 
tinued expenditures  at  the  rates  now  being  experienced  will  result  in  a re- 
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Auction  In  the  total  pipeline  of  unexpended  obligations  by  the  end  of  fiscal 
year  1000.  Defense  support  of  $100  million  for  fiscal  year  1059  helped  sup- 
ply the  materials,  spares,  equipment,  and  parts  needed  to  sustain  Turkish 
production  and  start  the  transition  required  by  the  stabilization  program. 
Turkey  has  also  received  significant  help  through  snles  of  Agricultural  surplus 
commodities  for  local  currencies  uuder  Public  Law  480  which  have  hel|)ed 
offset  deficits  in  domestic  production  and  meet  requirements.  Similar  pat- 
terns are  projected  for  fiscal  year  1900. 

The  technical  cooperation  program  is  Intended  to  help  Turkey  accelerate 
the  improvement  of  technical  skills  needed  to  plan  for  and  enrry  on  an  intensive 
economic  aud  military  effort,  Through  work  in  industry,  agriculture,  edu- 
cation, public  administration,  and  other  fields,  it  seeks  to  improve  public  aud 
private  management  and  to  lncrenso  Turkey’s  capacity  to  absorb  new  skills  and 
to  ndnpt  methods  to  meet  the  demands  placed  on  a modern  state.  In  fiscal 
year  1958.  $4.5  million  was  obligated  for  these  programs ; the  same  amount 
was  obligated  in  fiscal  year  1959;  and  a similar  program  is  proposed  for 
fiscal  year  1900. 

The  Impact  of  goods  and  services  which  Turkey  could  not  otherwise  finance 
meets  the  primary  objective  of  mutual  security  program  economic  aid.  MSP 
dollar  grants  and  sales  of  agricultural  surpluses  have  resulted  in  deposits  of 
counterpart  and  local  currency  proceeds.  Assignments  to  the  military  budget 
to  help  Turkey  meet  NATO  commitments  aud  economic  development  purposes 
are  the  basic  uses  of  MSP-gcnerated  local  currency.  The  basic  factor  in  the 
determination  of  the  requirement  for  dollar  aid  is  the  need  for  Imports  of 
goods  and  supplies  which  Turkey  is  unable  to  finance  from  its  own  resources. 
The  local  currency  accumulations  eanuot  serve  this  purjiose, 


COUNTRIES  FOR  WHICH  SPECIAL  ASSISTANCE  AND/OR  TECHNICAL  COOPERATION 

PROGRAMS  ABE  PROPOSED 


Afghanistan 


The  Afghan  economy  is  about  95  itereent  agrarian ; nlamt  one-fourth  of  the 
population  is  occupied  in  nomadic  livestock  raising.  The  average  standard  of 
living  leaves  little  margin  above  subsistence.  Government  revenues  and  sav- 
ings are  presently  Insufficient  to  finance  the  investment  desired  by  the  Gov- 
ernment, which  it  has  pressed  onward  since  1956.  In  the  last  few  years 
Afghanistan  has  increased  its  borrowings  for  development  purposes  as  eager- 
ness for  development  has  oustrlpped  not  only  capacity  for  financing  b\lt  also 
manpower  capabilities  and  materials  available. 

U.8.  assistance  to  Afghanistan  under  the  mutual  security  program  began 
in  1952,  initially  in  the  form  of  a technical  cooperation  progrnm.  The  total 
obligations  for  technical  cooperation  to  the  end  of  fiscal  year  1959  were  ap- 
proximately $16.2  million,  of  which  $12.2  million  had  already  been  expended. 
The  main  objectives  of  these  programs  were  to  train  Afghans  to  work  on 
selected  projects  in  their  own  development  progrnm  In  the  fields  of  education, 
agriculture,  engineering,  transportation,  public  administration,  public  health, 
mining,  and  rural  development.  In  fiscal  year  1950  obligations  for  technical 
cooperation  were  $3.8  million.  The  program  proposed  for  fiscal  year  1960 
is  $3.8  million.  The  most  Important  components  will  continue'  to  he  projects 
in  education,  In  agriculture  and  natural  resources,  in  public  administration, 
and  in  transportation. 

Following  negotiations  started  during  the  year,  development  assistance  was 
obligated  in  fiscal  year  1056  for  development  of  air  transportation.  In  fiscal 
year  1957  development  assistance  was  obligated  for  work  in  transportation  and 
education  and  to  enable  Afghanistan  to  continue  development  work  in  the  Hel- 
ronnd  Valley,  which  It  had  Initiated  with  Its  own  funds  about  20  years  ago 
and  for  which  It  had  already  utilized  loans  extended  by  the  Eximbank  in  1950  aud 
1954.  Cumulative  obligations  of  development  assistance  totaled  about  $49 
million  by  the  end  of  fiscal  year  1959.  Allowing  for  expenditures  Incurred,  more 
than  $28  million  remained,  representing  unliquidated  obligations,  A major  part 
of  this  balance  was  committed  for  objectives  in  the  field  of  transportation. 
Special  assistance  obligations  in  fiscal  year  1959  totaled  $16.1  million. 

Local  currency  Is  being  generated  ns  the  result  of  a special  emergency  action 
In  fiscal  year  1958  and  1959  to  supply  wheat  under  title  II  of  Public  Law  480  to 
offset  the  effects  of  shortages  in  Afghan  production  which  were  threatening  to 
create  famine  in  certain  areas  of  the  country.  This  is  supplemental  to  the  needs 
met  hy  MSP  and  does  not  substitute  for  the  use  of  appropriated  MSP  dollars. 


MUTUAL  SECURITY  APPROPRIATIONS,  1960  353 


Ceylon 

The  Ceylonese  economy  Is  lowly  dependent  on  agriculture,  which  employs 
about  60  percent  of  the  work  force  nnd  Is  highly  developed  In  production  of 
tea,  rubber,  nnd  coconut  products.  About  two-thirds  of  the  agricultural  land  is 
devoted  to  the  export  crops,  and  food  accounts  for  half  the  imports.  The 
population  Is  growing  at  nearly  3 percent  per  year.  Thus,  a substantial  effort 
would  he  required  merely  to  keep  pace  with  population  growth,  even  If  other 
factors  affecting  the  avnilnbllity  of  resources  and  the  dependence  on  imports 
for  food  did  not  complicate  the  matter. 

The  mutual  security  program  in  Ceylon  was  Initiated  In  fiscal  year  1050  fol- 
lowing discussions  on  the  nature  nnd  content  of  the  activities  to  be  undertaken. 
Cumulative  obligations  by  the  end  of  fiscal  year  1959  totaled  $14  million  for 
teebnien!  cooperation  and  development  assistance.  Over  two-thirds  of  this  Is 
already  expended,  and  a further  reduction  in  the  pljtellne  can  ho  expected  ns 
development  assistance  commitments  are  expended. 

For  fiscal  year  1959  the  technical  cooperation  program  totaled  $1,6  million;  an 
increase  to  $1.9  million  is  proposed  for  fiscal  year  I960.  Although  Ceylonese 
foreign  exchange  earnings  characteristically  fluctuate  from  one  period  to  another, 
Ceylon  is  now  not  only  short  of  capital,  but  subject  to  severe  shortages  of  skilled 
personnel  in  the  engineering  and  mechanical  trades  and  of  skilled  people  for 
middle-grade  supervisory  work.  The  technical  cooperation  program  proposed 
for  fiscal  year  1960  will  follow”  lines  broadly  established ; it  will  give  priority 
to  sectors  of  the  economy  in  agriculture,  industry,  nnd  transportation  for  which 
the  Government  of  Ceylon  needs  nnd  desires  help  and  for  which  the  United  States 
has  the  necessary  technical  resources. 

During  fiscal  year  1958  Ceylon  was  devastated  by  serious  floods.  Assistance 
made  available  under  title  II  of  Public  Law  480  by  the  shipment  of  wheat  flour 
and  rice  Is  generating  local  currency  sales  proceeds  which  the  Government  of 
Ceylon  Is  using  for  flood  relief  and  rehabilitation.  A title  I,  Public  Law  480,  pro- 
gram was  undertaken  in  fiscal  year  1959  to  help  meet  food  Import  requirements. 

India 

Tile  mutual  security  program  in  India  lias  l>een  coordinated  with  India’s  own 
development  efforts,  beginning  with  its  first  5-year  plan  of  1051-50,  and  following 
with  the  current  second  5-yenr  plan  for  1956-61. 

The  Government  of  India  believes  that  to  maintain  national  independence, 
strengthen  national  unity.  Insure  survival,  nnd  further  development  of  their 
free  institutions.  It  is  necessary  to  raise  the  material  and  cultural  standards  of 
India’s  400  million  people.  India  is,  therefore,  engaged  in  a long-term  develop- 
ment effort  designed  to  attack  the  basic  economic  prohlems  of  population  pres- 
sure, poverty,"  unemployment,  low  productivity,  111  health,  and.  ignorance.  It  is 
hoped  this  effort  will  yield  significant  and  timely  Indications  of  progress  toward 
realization  of  reasonable  and  acceptable  popular  aspirations. 

In  the  first  5-year  plan  period  (1951-58),  during  which  public  and  private 
development  expenditure  totaled  the  equivalent  of  $7.5  billion,  India  made 
significant  progress  on  the  economic  front. 

Since  the  beginning  of  the  second  5-year  plan  in  April  of  1956  the  Initiatives 
originating  in  the  first  plan  have  resulted  In  major  strains  on  the  economy  which 
have  been  reflected  most  directly  in  the  rapid  depletion  of  foreign  exchange 
reserves.  The  Government  of  India  has  made  strenuous  effirts  to  reduce  the 
drain  nnd  Is  cutting  back  planned  development  to  projects  well  underway  and  a 
hard  core  of  projects  considered  essential  to  achieving  India’s  objectives. 

India’s  economic  problems  reflect  both  achievements  and  ambitions.  Com- 
munity development  and  extension  now  cover  more  than  half  the  650,000  villages. 
India  Is  building  technical  schools  of  engineering,  sciences,  and  agriculture. 
Power  and  irrigation  projects  are  underway  in  every  section  of  the  country. 
The  goal  desired  was  to  double  electric  capacity  by  1061.  Railway  capacity  is 
expanding.  Three  major  steel  mills  now  in  construction  together  with  private 
expansion  of  existing  plants  will  raise  finished  steel  output  from  1.3  to  4.3 
million  tons. 

India’s  second  5-year  plnn  is  au  early  stage  in  what  must  be  a continuous 
effort  over  a long  period  of  time  to  reach  economic  levels  capable  of  supjn>rtlng 
adequate,  continuing  self-sustained  growth.  There  are  still  unresolved  problems 
for  India  In  finding  the  additional  foreign  exchange  to  meet  its  requirements  in 
the  remaining  period  of  the  second  6-year  plan.  The  extent  of  such  potential 
additional  requirements  cannot  be  finally  determined  while  India’s  revisions 
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Id  financial  plans  and  adjustments  and  adaptations  to  resource  capacity  are  still 
in  process. 

U.S.  assistance  to  India  has  been  directly  associated  with  India’s  own  develop- 
ment program.  Through  fiscal  year  1958,  the  United  States  made  available 
approximately  $413  million  under  the  MSP  technical  cooperation  and  development 
assistance  programs.  In  the  fiscal  years  1955-57  period,  loans  represented 
three-fourths  of  the  development  assistance  programs,  a total  of  $130  million. 
As  of  June  30, 1958,  cumulative  expenditures  of  technical  cooperation  and  develop- 
ment assistance  nmounted  to  $347  million,  leaving  a balance  of  unliquidated  obli- 
gations of  $59  million.  Expenditures  during  fiscal  year  1059  reduced  this  balance 
by  almost  half.  The  remaining  balance  of  development  assistance,  for  which 
there  were  no  further  appropriations  after  fiscal  year  1957,  is  now  around  $16 
million  and  should  be  fully  utilized  by  the  end  of  fiscal  year  1900.  The  pipeline 
of  unliquidated  technical  cooperation  obligations  was  also  reduced  during  fiscal 
year  1959. 

Obligations  for  technical  cooperation  in  India  for  fiscal  year  1950  totaled  $7.4 
million.  Tiie  program  proposed  for  fiscal  year  1960  would  include  an  increase  to 
$10.5  million  to  assist  India  in  meeting  its  need  for  technical  help.  The  proposed 
program  would  continue  basic  Hne8  of  activity  which  relate  to  India’s  own 
development  program.  This  would  mean  continued  help  to  expand  agricultural 
research,  education,  extension,  and  institutions;  to  develop  education  leadership 
for  the  needs  of  the  development  effort;  and  to  improve  technical  education, 
research,  and  industrial  management.  These  relate  directly  to  India’s  own 
objectives  of  Increasing  industrial  production  and  productivity  and  expanding 
agricultural  production. 

No  special  assistance  was  provided  to  India  in  fiscal  year  1958  or  fiscal  year 
1959,  nor  is  such  aid  proposed  in  fiscal  year  I960.  During  fiscal  year  1958,  how- 
ever, the  United  States  signed  agreements  with  India  providing  loans  of  $150 
million  from  the  Export-Import  Bank  and  $75  million  from  the  new  Development 
Loan  Fund.  Further  DLF  loans  during  fiscal  year  1959  totaled  $120  million. 
These  credits  will  finance  goods  and  services  in  the  fields  of  irrigation  and  recla- 
mation, power  development,  mining,  transport  and  communication,  and  industry. 

Significant  help  has  been  made  available  to  India  in  meeting  Its  domestic  re- 
quirements through  sales  for  local  currency  of  agricultural  surplus  commodities, 
mainly  wheat,  under  title  I of  Public  Law  480.  It  has  been  assumed  that  U.S. 
agricultural  surpluses  will  continue  to  bo  available  and  will  be  a major  help  to 
India  in  dealing  with  problems  of  the  financial  and  food  gap. 

Local  currencies  available  for  programing  for  economic  development  in  India 
are  expected  to  be  used  for  essential  projects  and  programs.  However,  they 
do  not  represent  new  resources  increasing  the  total  available  to  the  economy 
for  tise,  and  a crucial  factor  at  this  point  is  foreign  exchange.  Local  currency 
cannot  substitute  for  the  foreign  exchange  needed  to  finance  food  or  develop- 
ment imports. 

Israel 

U.S.  aid  to  Israel  under  the  mutual  security  program  began  in  late  1951  under 
legislation  authorizing  a program  of  relief  and  resettlement  for  refugees,  both 
for  Jewish  immigrants  and  Arabs  who  had  fled  to  neighboring  states  nfter  the 
2947  hostilities.  Cumulative  obligations  through  June  30,  1959,  totaled  $301 
million.  Programs  have  decreased  in  magnitude  since  fiscal  yenr  1955;  the 
amount  obligated  in  fiscal  year  1959  was  $7.5  million  in  special  assistance  and 
$1.6  million  in  technical  cooperation.  Cumulative  expenditures  renched  ap- 
proximately $298  million  by  the  end  of  the  fiscal  year  1959,  leaving  unliquidated 
obligations  as  of  June  30, 1959,  of  only  about  $3  million. 

The  program  in  Israel  Is  fully  coordinated  with  the  development  activities  of 
the  Government  of  Israel,  and  has,  during  its  existence,  touched  most  phases 
of  Israeli  life.  Current  concentration  in  technical  cooperation  emphasizes  in- 
dustrial development,  commerce  and  industry ; agriculture ; transportation ; ed- 
ucation ; and  survey  work  in  the  development  and  use  of  natural  resources. 
Primary  attention  Is  devoted  to  activities  which  can  reduce  Israel's  dependence 
upon  imports  or  increase  its  earnings  from  exports.  Development  assistance 
and  special  assistance  have,  in  the  past,  been  used  to  purchase  raw  materials 
and  heavy  equipment  for  Industry,  qgrlcnlture.  transportation,  and  communi- 
cations; in  the  recent  past,  including  fiscal  year  1959,  such  funds  have  been  used 
to  purchase  foodstuffs  under  section  402.  The  local  currency  generated  by  sale 
of  these  commodities  has  been  used  for  Internal  development  projects  within  the 
Israeli  development  budget. 
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U.S.  assistance  has  been  of  unquestioned  value  to  Israel  iu  the  rehabilitation 
and  development  of  its  economy.  Such  aid  has  enabled  the  purchase  of  supplies 
and  equipment  for  development  purposes,  and  of  consumption  Imports  which 
Israel  could  not  otherwise  have  afforded.  The  rise  In  gross  national  product — 
from  $818  million  In  1951  to  $1,838  million  in  1958 — attests  the  vigor  of  Israel’s 
effort  to  develop  its  resources ; U.S.  aid  has  been  of  material  assistance. 

The  proposed  flscnl  year  1060  technical  cooperation  program — $1.6  miliion-— 
contlnues  the  pattern  and  trend  of  the  recent  past,  with  on  increased  emphasis 
on  the  industrial  sector. 

Jordan 

From  1951,  when  the  first  United  States-Jordanlnn  Technical  Cooperation 
Agreement  was  signed,  through  fiscal  year  1058,  cumulative  obligations  for  eco- 
nomic and  technical  assistance  for  Jordan  totaled  approximately  $86.4  million. 
Fiscal  year  1059  obligations  of  $43.2  million  in  special  assistance  and  $1.9  million 
in  technical  cooperation  funds  increased  the  total  to  about  $131.6  million  as  of 
June  30, 1050.  Cumulative  expenditures  through  fiscal  year  1058  totaled  approxi- 
mately $64  million;  the  pipeline  of  unexpended  obligations  at  June  30,  1058, 
was  approximately  $22  million,  most  of  which  represented  fiscal  year  1058  funda 
During  the  past  year,  there  has  been  a considerable  reduction  in  pipeline,  to  a 
figure  below  $8  million. 

Prior  to  fiscal  year  1957,  the  UDited  Kingdom  provided  the  principal  element 
of  stability  in  the  Jordanian  budget  by  annual  contributions,  primarily  for  main- 
tenance of  the  Jordanian  Army,  which  represented  more  than  half  of  Jordanian 
revenues.  In  January  1957,  under  the  Arab  Solidarity  Agreement,  Egypt,  Syria, 
and  Saudi  Arabia  agreed  to  provide  $35  million  annually  to  replace  the  British 
subsidy,  and  the  agreement  in  1948  with  Britain  was  terminated.  Following  a 
cabinet  crisis  in  April  1957  nnd  a change  in  the  political  complexion  of  the  Gov- 
ernment, Egypt  and  Syria  withheld  payment  and  have  not,  in  fact,  made  any 
payments  to  Jordnn.  Saudi  Arabia  contributed  $14  million  during  the  Jordanian 
fiscal  year  ending  March  1958. 

Following  the  spring  1957  crisis  In  Jordan,  the  United  States  made  available 
a grant  of  $20  million  to  enable  the  Jordanian  Government  to  meet  Its  current 
payroll  and  maintain  normal  operations.  Aid  for  this  purpose  has  been  continued 
in  subsequent  years. 

Jordan’s  problems  are  intensified  by  the  presence  in  the  country  of  over  500,000 
Arab  refugees.  The  basic  issue  in  Jordan,  as  In  other  countries  of  the  Middle 
East,  is  pressure  of  a growing  population  on  already  Inadequate  resources  of 
land  and  water. 

Economic  and  technical  assistance  programs  have  concentrated  on  activities 
that  would  narrow  the  disparity  between  needs  and  resources  and  have  brought 
substantial  benefit  to  Jordan.  Agricultural  resen rch,  extension,  and  credit 
projects  have  contributed  to  an  increase  In  agricultural  production  and  exports, 
while  capital  assistance  in  the  development  of  water  resources  has  extended  the 
ability  of  the  land  to  support  the  population.  Programs  initiated  In  fiscal  year 
1058  Included  provision  to  start  the  proposed  construction  of  a diversion  structure 
and  canal  which  will  bring  water  from  the  Yarmouk  River  to  irrigable  land  in 
the  Jordan  Valley.  Other  significant  activities  included  road  construction— both 
trunk  roads  and  farm-to-market  roads — enabling  more  effective  marketing  of 
farm  produce ; loans  to  villages  for  development  of  water  supplies  and  construc- 
tion of  schools  and  Clinics;  completion  of  plans  for  a plant  for  experimental 
production  of  potash  from  Dead  Sea  brine;  nurse  training;  and  provision  of 
facilities  to  increase  enrollment  In  two  teacher  training  colleges  and  the  Amman 
Trade  School. 

The  proposed  fiscal  year  1960  technical  cooperation  program  calls  for  a con- 
tinuation of  present  activities  at  about  the  fiscal  year  1959  level. 

Lebanon 

The  program  In  Lebanon  was  Initiated  in  1952.  Through  June  SO,  1958,  soma 
$37.4  million  had  been  obligated.  Fiscal  year  I960  aid  was  increased  substan- 
tially as  a result  of  the  disruption  occasioned  by  the  civil  strife  in  Lebanon, 
giving  total  obligations  at  the  end  of  fiscal  year  1959  of  about  $51.2  million.  Cumu- 
lative expenditures — approximately  $49  million  to  date— leave  a pipeline  of 
unexpended  obligations  of  about  $2  million. 

Counterpart  deposits  and  other  set-asides  of  Lebanon’s  budgeted  Government 
revenues  have  been  programed  for  mutually  agreed  development  projects  in  fields 
of  activity  to  which  technical  cooperation  has  been  provided. 
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U.S.  assistance  to  Lebanon  has  helixnt  expand  transportation  facilities  such 
as  roads  and  airports;  improve  rural  standards  of  living  by  assisting  develop- 
ment of  village  water  supply,  low-cost  housing,  and  power  transmission ; provide 
assistance  to  Lebanese  agricultural  extension  and  research;  and  lend  technical 
guidance  to  Lebanese  private  industry  and  to  industrial  growth  through  the  well- 
established  industry  Institute,  whose  services  are  sought  by  Arms  throughout 
the  Levant.  Adult  education  in  the  field  of  English-language  teaching  has  repre- 
sented a significant  advance.  Earlier  activity  in  health  and  general  education 
has  been  reduced  or  terminated.  The  total  number  of  projects  has  declined  from 
40  in  fiscal  year  1956  to  II  In  the  program  proposed  for  fiscal  year  1000. 

The  proposed  fiscal  year  1000  technical  cooperation  program  of  $1  million 
represents  a further  concentration  and  consolidation  of  continuing  activities. 
M 'epal 

U.S.  assistance  to  Nepal  began  in  1051,  following  the  overthrow  hv  Nepal  of 
a hereditary  family  dictatorship.  Initial  activity  was  limited  to  a ‘small  pro- 
gram of  technical  assistance  in  agriculture,  health,  and  mining.  Since  1951,  the 
Government  of  Nepal  has  drafted  outlines  of  economic  development,  with  major 
emphasis  on  agricultural  and  industrial  production,  expanded  transportation  and 
communications,  nnd  governmental  reforms.  U.S.  technicians  work  with 
Nepalese  counterparts  in  carrying  out  joint  programs — in  ngrieutture,  small  in- 
dustry, health,  education,  transportation,  communications,  education,  and  village 
development. 

Cumulative  obligations  for  economic  and  technical  assistance  made  available 
to  Nepal  through  fiscal  year  1958  totaled  $13.9  million.  Obligations  in  fiscal 
werc  $2.6  million.  Final  figures  on  expenditures  during  fiscal  year 
1959  are  not  yet  available;  preliminary  estimates,  show  the  pipeline  of  unex- 
pended obligations  as  of  June  30, 1059,  nt$5.7  million. 

In  addition  to  these  activities,  an  agreement  for  regional  road  development  to 
improve  Nepalese  communications  with  India  was  signed  during  fiscal  year  1958; 
?5  million  from  the  President’s  Fund  for  Asian  Economic  Development  was  obli- 
gated for  this  purpose,  nnd  there  are  Indian  contributions  of  $1.6  million  and 
Nepalese  contributions  of  $400,000.  A second  program  to  provide  a telecommuni- 
cations link  between  Nepal  nnd  India  required  obligations  of  $1.5  million  in 
Asia  economic  development  funds. 

Major  obstacles  to  development  in  Nepal  are  the  low  literacy  rate  (less  than 
3 percent),  lack  of  internal  roads  and  communications,  lack  of  trained  adminis- 
trators and  technicians,  and  endemic  malaria.  Such  difficulties  complicate  and 
hinder  implementation  of  planned  development  programs.  Despite  these  prob- 
lems, the  mutual  security  program  hns  been  able  to  provide  technical  nnd 
economic  assistance  in  significant  areas.  Obligations  have  been  undertaken 
to  provide  the  foreign  exchange  component  of  the  costs  for  a new  ropeway  to 
carry  goods  from  the  railhead  to  the  capital  of  Nepal,  following  nn  earlier  survey, 
nnd  construction  will  begin  after  the  next  monsoon  season.  The  road  link  with 
India  is  under  construction.  Further  transportation  aid  Is  being  provided  in 
the  field  of  air  transportation.  Progress  hns  been  achieved  in  assistance  to  Nepal 
through  specific  proleets  in  teacher  training,  rural  school  expansion,  adult  edu- 
cation, and  the  establishment  of  a modem  national  education  policy : surveys  of 
existing  and  potential  new  industries ; establishment  of  an  Industrial  development 
center;  modernization  of  labor  and  industrial  legislation;  mineral  surveys; 
improved  agricultural  practices;  health  education  and  malaria  control;  and 
establishment  of  rural  health  clinics.  The  proposed  fiscal  year  1960  program 
continues  the  present  activity  pattern. 

fiudan 

In  the  Sudan,  the  objectives  of  the  U.S.  economic  aid  program  are  to  help  this 
new  nation,  which  received  its  independence  only  3 years  ngo.  develop  its  eco- 
nomic potential  and  thus  increase  ecoiiomlc  nnd  political  stability.  In  the  long 
run,  one  of  our  primary  instruments  for  this  purpose  will  be  technical  coopera- 
tion. In  fiscal  year  i960,  the  second  full  year  of  our  operation  in  the  Sudan,  we 
propose  to  increase  this  program  substantially.  The  second  major  instrument 
will  be  the  continuing  possibility  of  loons  from  the  Development  Loan  Fund  and 
other  lending  Institutions. 

At  the  nresent,  however,  the  country  Is  confronted  with  nn  Immediate,  and  we 
hope  short-term,  economic  crisis  paused  by  the  rapid  deterioration  of  the  market 
for  the  Sudan’s  principal  export,  commodity,  cotton.  The  Sudan’s  relative  pros- 
perity in  the  past  years  has  depended,  to  an  excessive  degree,  on  world  market 
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«ales  of  cotton,  which  has  provided  a major  port  of  both  foreign  exchange  earn- 
ings and  government  revenues.  Shortly  after  Sudanese  independence  in  1958, 
this  favorable  outlook  was  reversed.  Difficulties  in  the  cotton  market  were 
aggravated  for  the  Sudan  by  overpricing  of  the  1956-57  crop  with  resulting 
fullure  of  sales.  The  following  year,  the  country  exjterlenced  u substantial  crop 
failure.  The  Sudan's  trade  balance  fell  from  $02  million  on  the  credit  side  In 
1950  to  deficits  of  $-13  million  and  $53  million  in  the  next  2 years.  The  Sudan  is 
no  longer  in  a position  to  meet  Its  original  outline  of  plnns  for  substantial  now 
economic  development,  and  these  have  been  eut  back  despite  external  help.  The 
problem,  at  least  for  the  Immediate  future,  Is  one  of  maintaining  a reasonable 
minimum  level  of  economic  activity. 

U.S.  assistance  was  Initiated  In  late  fiscal  year  1958,  just  as  the  full  effect  of 
the  cotton  slump  was  heeomlng  apparent.  By  fiscal  yenr  1959,  the  continued 
low  returns  from  cotton  sales  had  called  for  a sharp  reconsideration  of  the  kind 
and  level  of  program  required  in  the  Sudan.  Special  assistance  support  for  the 
ImjKirt  program  was  substantially  Increased  and,  with  an  expected  continuation 
of  the  foreign  exchange  shortage,  is  being  proposed  on  a substantial  scale  for 
fiscal  year  I960.  Project  activity  Initiated  in  fiscal  yenr  1958  and  fiscnl  year 
1959  will  be  continued,  with  concentration  on  agricultural  diversification, 
research,  and  extension;  education,  particularly  technical  education;  highway 
construction. 

We  anticipate  that  tn  the  future  the  Sudan  will  have  increasing  ability  to 
manage  Its  development  on  u loan  basis.  Although  economic  development  activ- 
ity will  not  reach  the  scale  which  the  Sudan  had  planned  before  its  foreign 
exchange  crisis  began  2 years  ago,  the  total  Sudanese  effort,  Including  activities 
carried  on  with  non-U.S.  resources,  such  as  a recent  loan  for  railroad  develop- 
ment from  the  International  Bank  for  Reconstruction  and  Development,  Is 
expected  to  give  reasonable  assurance  of  meeting  the  minimum  requirements  in 
the  Sudan. 

FONP8  FOR  QRF.EGE 

Chairman  Hayden.  Senator  El  lender? 

Senator  Ellender.  Now,  you  are  appearing  for  the  Near  East  and 
Asia  only  ? 

Mr.  Hart.  Near  East,  and  south  Asia. 

Senator  Ellender.  You  have  not  touched  upon  military  assistance. 

I presume  that  someone  else  will  ? 

Admiral  Grantham.  Senator,  I have  introduced  a statement  in  the 
record  by  permission  of  the  chairman  and  I am  ready  to  answer  any 
questions  which  you  may  raise. 

(The  statement  referred  to  appears  on  p.  343.) 

Senator  Ellender.  I notice  that  in  tlie  Near  East  and  Asia  you 
ha  ve for  Greece. 

In  the  light  of  the  recent  discussion  we  had  with  Mr.  Riddleberger, 
how  can  you  justify  that  amount  ? 

What  will  it  consist  of,  and  why  is  not  Greece  carrying  more  of 
this  burden  ? 

As  I have  shown  previously,  we  have  given  aid  to  Greece  to  the  tune 

of — through  fiscal  year  1059. 

Admiral  Grantham.  To  get  right  to  the  root  of  the  matter.  Sena- 
tor Ellender,  I think  I should  say  that  a large  military  assistance 
program  for  Greece  is  necessary  liecmise  of  her  inability  within  her 
own  economy  to  support  the  forces  required  for  her  defense. 

Senator  Ellender.  She  is  just  spending  5.3  percent  of  her  GNP 
for  defense  and  we  are  spending  over  10  percent. 

How  can  you  justify  that? 

Mr.  Murphy.  Senator,  may  I interject  at.  this  point? 

You  mav  have  noticed  that  Ambassador  Riddleberger  has  returned 
this  morning.  The  expms,sed  purpose  of  his  return  is  to  read  a state- 
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ment  prepared  to  respond  to  the  questions  you  asked  about  Greece  on 
the  occasion  of  his  last  viist 

It  occurs  to  me,  Senator,  that  the  discussion  you  have  started  would 
probably  be  helped  if  it  could  be  taken  up  against  the  background 
of  Mr.  Riddleberger’s  reply. 

Senator  Ellendeh.  I would  like  to  have  Mr.  Riddleberger  reply, 
because  I am  going  to  form  my  opinion  of  Mr.  Riddleberger  on  the 
response  that  he  presents. 

(Discussion  on  the  record.) 

Senator  Ellendeh.  We  were  supposed  to  stop  all  aid  to  Greece  in 
1957  except  for  Public  Law  480,  but  somehow,  we  are  being  forced 
into  giving  more  defense  support 

8DM1IABT  or  AID  TO  GREECE 

Chairman  Hayden.  You  may  proceed,  Mr.  Riddleberger. 

Mr.  Riddleberger.  Senator  Ellender  was  good  enough  to  put  some 
questions  to  me  on  August  6.  I was  prepared  to  answer.  He  suggested 
he  would  like  it  in  a very  complete  form.  Therefore,  Mr.  Chairman 
and  members  of  the  committee,  I have  tried  to  draw  up  a summary 
which  I hope  will  be  responsive  to  the  inquiries  put  both  by  Senator 
Ellender  and  Senator  Byrd. 

At  the  time  of  the  discussion  on  August  6,  we  left  unresolved  a 
number  of  points  in  which  members  of  the  committee  had  expressed 
a particular  interest. 

These  included  the  following: 

1.  The  size  of  the  defense  support  program  in  fiscal  year  1959, ^ as 
compared  with  the  program  proposed  for  fiscal  year  1960,  the  function 
which  the  defense  support  program  serves,  and  the  reasons  for  con- 
tinuing grant  assistance  to  Greece. 

2.  Assistance  to  Greece  other  than  defense  support,  and  the  ways 
in  which  it  can  substitute  for  or  supplement  defense  support. 

3.  The  trend  in  total  economic  assistance  to  Greece. 

4.  The  Greek  tax  structure,  tax  rates,  and  tax  collections  in  relation 
to  gross  national  product  and  per  capita  gross  national  product. 

5.  The  size  and  trend  of  Greek  Government  debt. 

My  staff  has  prepared  certain  tabular  information  in  response  to 
specific  questions  by  Senator  Byrd.  These  tables,  which  have  been 
provided  to  the  committee,  supplement  and  illustrate  what  I have  to 
say  today,  and  I have,  therefore,  appended  them  to  my  statement. 
(The  tables  referred  to  appear  on  p.  367.) 

Some  of  this  information  is,  as  you  will  recognize,  necessarily  classi- 
fied, specifically,  the  proposed  level  of  defense  support  for  fiscal  year 
I960,  and  certain  information  which  the  Greek  Government  has  sup- 
plied to  us  on  a classified  basis,  but  the  balance  may  appear  in  the 
published  record  of  these  hearings. 

Although  these  several  points  emerged  during  the  discussion  as 
more  or  less  distinct  questions,  the  answers  are,  it  seems  to  me,  more 
meaningful  in  the  framework  of  the  total  Greek  situation. 

With  your  permission,  I shall  respond  in  that  context,  although  I 
shall  be  happy  to  answer  to  individual  questions  as  well. 
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DEFENSE  BUPFOBT 

As  you  know,  defense  support  is  economic  assistance  which  is  re- 
quired, in  addition  to  military  support,  in  order  to  secure  a specific 
contribution  to  the  common  defense  by  another  country  in  which 
U.S.  military  aid  is  helping  to  support  significant  military  forces. 

The  existence  of  defense  support  is  rooted  in  specific  military 
requirements!  its  dimensions  are  based  on  political  and  economic 
analysis,  and  its  content  is  economic. 

In  the  case  of  Greece  our  current  objective  is  to  enable  the  Greek 

Government  to  maintain  an  effective  force  of  more  than . 

Senator  Ellbnder.  Mr.  Riddleberger,  you  are  giving  us  a clear  defi- 
nition of  defense  support.  I have  known  all  the  time  it  was  economic 
aid  pure  and  simple. 

Mr.  Riddleberger,  in  1956  when  I visited  Greece,  your  own  Mr. 
Grismer,  who  was  the  USOM  officer,  said  that  we  were  stopping  grant 
aid  to  Greece,  except  for  $45  million  under  Public  Law  480. 

Outside  of  that,  and  some  technical  assistance,  we  would  be  furnish- 
ing no  other  aid  to  Greece. 

Now,  I notice  in  the  justifications . They  claim  that  they 

have  a greater  defense  burden  than  other  countries  in  NATO. 

How  can  you  justify  that? 

Mr.  Riddleberger.  Senator,  I believe  you  requested  me  to  consider 
the  various  points  you  have  raised  and  I think  I shall  in  the  course  of 
the  statement  I am  now  making  cover  precisely  those  points. 

CURRENT  OBJECTIVE  IN  GREECE 

In  the  case  of  Greece,  our  current  objective  is  to  enable  the  Greek 

Government  to  maintain  an  effective  force  of  more  than under 

arms. 

Senator  Ellender.  To  what  extent  has  her  forces  increased  since 
1957? 

Mr.  Riddleberger.  I am  coming,  sir,  to  that  point  in  my  next 
sentence. 

(Discussion  off  the  record.) 

Mp.  Riddleberger.  The  Greek  Government  has  devoted  an  increas- 
ing amount  to  its  national  defense.  Total  defense  expenditures,  in- 
cluding the  counterpart  of  U.S.  financed  defense  support,  have  in- 
creased from  $135  million  in  1956  to  $145  million  in  1957,  and  $155 
million  in  1958. 

Senator  Ellender.  What  percentage  of  the  gross  national  product 
is that? 

Mr.  Riddleberger.  6. 3.  ; — . 

Of  these  amounts,  the  portion  from  Greece’s  own  tax  resources 
has  also  risen  steadily,  from  $109  million  in  1956  to  $120  million  in 

1957,  and  $133  million  in  1958.  . 

This  represents  an  average  of  28  percent  of  total  Government  ex- 
penditures and  5.3  percent  of  gross  national  product. 

Let  me  illustrate  what  this  means  in  an  economy  like  Greece’s. 

I do  not  assert  that  this  represents  as  large  a percentage  of  national 
product  for  defense  as  we  in  the  United  States  are  contributing^  but  I 
should  like  to  observe  that  the  per  capita  national  product  in  the 
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United  States,  after  defense  expenditures  were  subtracted,  was  $2,195 
in  1958. 

The  comparable  Greek  figure  was  $318,  and,  while  Greek  living  costs 
are  on  the  whole  lower  than  costs  in  the  United  States,  the  main  dif- 
ference is  in  the  standard  of  living,  not  the  cost  of  living. 

As  a taxpayer  myself,  I am  fully  aware  of  the  heavy  burden  of 
taxation  which  we  in  the  United  States  are  carrying  to  support  the 
defense  effort;  there  is  no  question  that  our  current  tax  level  is  very 
heavy. 

But  the  effect  of  a higher  level  of  taxation  in  Grece  is  to  reduce  the 
ability  of  the  average  Greek  to  heat  his  home  and  clothe  his  family. 
(Discussion  off  the  record.) 

TYPES  OF  ASSISTANCE 

Mr.  Riddleberger.  The  Congress  has  established  a number  of  mech- 
anisms to  supply  support  to  armed  forces  of  friendly  nations,  and 
we  have  employed  them,  using  the  mechanism  which  was  most  appro- 
priate depending  upon  the  circumstances. 

Specially,  there  are  three  distinct  types  of  assistance: 

Defense  support,  local  currency  proceeds  from  sales  of  surplus  agri- 
cultural commodities  under  Public  Law  480,  and  certain  items  which 
are  used  or  consumed  directly  by  the  armed  forces,  supplied  under 
the  military  assistance  program. 

We  have  used  two  of  the  three  in  Greece,  and  had  at  one  time  planned 
to  use  the  third. 

Senator  Ellender.  You  have  DLF,  too  ? 

Mr.  Riddleberger.  Yes. 

Mr.  Murphy.  That,  of  course,  is  not  intended  to  help  them  support 
their  defense  budget. 

Senator  Ellender.  No,  but  it  is  to  help  their  economy.  You  are 
here. helping  them  so  they  can  support  their  army. 

Mr.  Murphy.  It  is  aimed  at  economic  growth. 

RELATION  OF  DEFENSE  SUPPORT  TO  DLF  LOANS 

Senator  Ellender.  Another  thing  I would  like  you  to  address 
yourself  to  is  that  throughout  the  world  our  defense  support  or  eco- 
nomic aid  was  supposed  to  decrease  in  proportion  to  the  increase  in 
DLF  loans. 

I do  not  wish  to  burden  the  record,  but  Greece  has  had  a loan  of 
$12  million  approved  for  a fertilizer  plant  and  she  has  applications 
for  loans  totaling  $54  million. 

Yet,  economic  grant,  aid,  namely,  defense  support,  is  still  climbing. 
Mr.  Murphy.  Let.  me  get  a statistic  in  the  record  which  I think  is 
fairly  impressive  and  whicli  I think  contradicts  in  part  what  you  just 
said. 

Appropriations  for  defense  support  for  fiscal  year  1957,  before 
there  was  a Development  Loan  Fund,  was  $1,161  million. 

The  appropriation  for  fiscal  year  1959 

Senator  Ellender.  I am  talking  about.  Greece  now.  Present  the 
figures  for  Greece. 

Mr.  Murphy,  May  I finish  the  statement  that  the  1959  total  de- 
fense support  was  down  to  $750  million  appropriated  or  a reduction 
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of  $411  million  in  2 fiscal  years  since  the  advent  of  the  Development 
Loan  Fund, 

Senator  Ellender.  The  DLF  lias  increased  by  $850  million  dur- 
ing the  same  period.  Where  were  those  reductions  made? 

Mr.  Muupiiy.  They  were  made  in  a number  of  countries,  Senator 
Ellender,  We  are  working  on  the  table  to  get  the  details. 

Senator  Ellender.  What  about  Greece?  Greece  should  be  a good 
example. 

Korea  is  going  to  be  another  one.  Pakistan  is  going  to  be  another 
one.  They  are  the  countries  before  us  today. 

I want  to  see  you  point  up  to  this  committee  where  your  defense 
support  1ms  gone  down  in  proportion  to  increases  in  development 
loans. 

We  do  not  want  the  global  picture.  Apply  it  by  countries  because 
that  is  what  counts. 

Mr.  Murphy.  We  will  attempt  to  do  that. 

Senator  Ellf.nder.  That  is  what  I thought  you  would  do.  We  are 
presently  talking  about  Greece,  Pakistan,  and  the  Near  East. 

Mr.  Ripdleberoer.  Senator,  I was  attempting  in  this  particular 
statement  to  reply  specifically  to  the  questions  which  you  had  put 
to  me,  X believe  on  August  6.  I think  as  I go  on,  that  some  of  the 
points  you  have  raised  will  be  covered. 

May  I continue,  Mr.  Chairman? 

Chairman  Hayden.  Yes. 

ft  METHOD  OF  DEFENSE  SUPPORT  IN  GREECE 

Mr.  Riddleberoer.  Defense  support  in  Greece  has  for  many  years 
taken  the  form  of  procurement  authorizations  to  provide  imported 
commodities,  required  to  meet  the  needs  of  the  economy  arising  from 
the  economic  demand  created  by  the  extraordinary  military  effort. 

The  counterpart  arising  from  the  sale  of  these  U.S.  financed  imports 
belongs  to  Greece — with  the  exception  of  10  percent,  which  is  under 
the  terms  of  the  mutual  security  legislation  reserved  for  T7.S.  uses, 
and  which  must  be  paid  for  in  appropriated  dollars  before  it  may  be 
used. 

By  agreement  with  the  United  States,  the  entire  amount  of  cur- 
rently generated  Greek-owned  counterpart  is  used  by  the  Greek  Gov- 
ernment to  support  its  military  budget. 

For  a given  Greek  fiscal  year,  then,  it  is  possible  to  calculate  the 
direct  U.S.  contribution  to  the  Greek  military  budget  from  defense 
support  by  taking  f)0  percent  of  the  defense  support  for  the  previous 
U.S.  fiscal  year — since  the  counterpart  is  not  generated  until  the  arrival 
of  the  goods. 

At  an  earlier  time,  we  had  envisaged  the  opportunity  to  supplement 
this  contribution — and  therefore  lower  the  defense  support  require- 
ment— by  local  currency  generated  through  sales  to  Greece  of  surplus 
agricultural  commodities  under  Public  Tjiiw  480. 

Greece  was  for  a long  time  a food  deficit  country,  forced  to  import 
a substantial  proportion  of  her  foodstuffs. 
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AID  UNDER  PUBLIC  LAW  490 

Under  the  terms  of  Public  Law  480,  section  104(c)  the  President 
is  authorized  to  use  foreign  currencies  which  accrue  from  Public  Law 
480  sales  to  procure  military  equipment,  materials,  facilities,  and 
services  for  the  common  defense. 

During  the  food  deficit  period  which  I have  described,  the  United 
States  was  considering  the  contribution  toward  support  of  the  military 
budget  of  local  currency  generated  by  Public  Law  480  sales.  This 
was  the  situation  in  1957,  when  Senator  Ellender  had  the  conversation 
with  the  former  ICA  mission  director  in  Greece,  to  which  lie  referred 
when  we  discussed  Greece  last  week. 

This  avenue  for  supporting  the  Greek  defense  effort  did  not  prove 
to  bo  practicable. 

For  the  past  2 years,  Greece  has  required  a decreasing  volume  of 
imports  of  the  kinds  of  agricultural  commodities  available  under 
Publ  ic  Law  480.  So  far  as  we  can  at  this  time  forecast,  there  will  be 
no  requirement  in  the  year  ahead. 

Senator  Ellender.  Why  is  that  ? 

Mr.  Riddleberger.  Primarily  because  of  the  improvement  in  the 
agricultural  situation. 

Senator  Ellender.  She  is  well  able  more  or  less,  to  sustain  herself. 
Mr,  Riddleberger.  On  food. 

Senator  Ellender.  Yet  we  must  furnish  something  else. 

Mr.  Riddleberger.  On  defense  support. 

As  you  know,  any  sales  under  this  Public  Law  480  program  must 
be  additive  to  normal  import  requirements. 

Thus,  the  successful  accomplishments  of  the  U.S.  assisted  Greek 
agricultural  program  have  made  it  impossible  to  plan  on  use  of  the 
surplus  sales  programs  as  an  avenue  for  replacing  defense  support. 

MILITARY  ASSISTANCE  PROORAM 

The  third  mechanism  which  Congress  has  placed  at  our  command 
for  supporting  the  military  effort  is  the  military  assistance  program. 
Wliile  the  greatest  proportion  of  MAP  assistance  takes  the  form  of 
military  hardware  and  training,  MAP  may  also  supply  certain  con- 
struction and  consumable  items  for  direct  use  by  the  military  forces 
of  the  aided  country. 

In  the  case  of  Greece,  these  military  “soft  goods” — such  as  petro- 
leum products — have  provided  supplies  which  would  otherwise  have 
had  to  be  imported  by  the  Greek  Ministry  of  Defense  and  which 
would  not  only  have  constituted  a charge  against  the  defense  budget 
but  also  have  placed  an  additional  burden  on  Greece’s  limited  foreign 
exchange  resources. 

Senator  Ellender.  At  this  point,  do  you  know  how  much  of  the 

we  are  providing  for  military  aid  will  be  used  for  fuel  and 

other  materiel  for  the  army? 

Mr,  Riddleberger.  It  is  usually  worked  out,  Senator,  by  conver- 
sations between  our  representatives  and  Greece. 

Senator  Ellender.  Do  you  have  the  amount? 

Mr.  Riddleberger.  I have  them  for  the  fiscal  years  1958  and  1959, 
as  well  as  the  proposed  figure  for  fiscal  year  1960,  and  they  are  in- 
cluded in  the  tables  which  are  appended  to  this  statement. 
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For  fiscal  year  1958  that  particular  item  represented  $8  million  and 
for  fiscal  year  1959,  $12  million. 

Senator  Ellender.  That  was  taken  out  of  what? 

Mr.  Riddleberger.  That  is  taken  out  from  MAP. 

Senator  Ellender,  In  addition  to  that,  Greece  received,  in  fiscal 
year  1958,  $15  million  for  defense  support,  $20  million  in  1959,  and 

you  are  now  providing dollars  this  year, . 

Mr.  Riddleberger.  In  fiscal  year  1957,  Senator,  according  to  the 
figures  available  to  me,  I believe  defenso  support  was  $25  million  and 
the  Public  Law  480  program,  which  was  still  fairly  large,  was  $26 
million. 

In  other  words,  on  those  items  it  was  split  almost  50-50. 

Senator  Eixender.  That  was  in  fiscal  year  1957.  That  was  sup- 
posed to  be  the  last  year  for  which  defense  support  would  be  granted. 

Mr,  Riddleberger.  You  asked  me  first  about  1957.  In  fiscal  year 
1958,  defense  support,  I believe,  was  $15  million. 

Senator  Ellender.  That  is  right. 

Mr.  Riddleberoer.  And  that  is  the  year  when  the  $8  million  ap- 
peared as  consumption  items  under  military  assistance. 

Senator  Ellender.  Was  that  included  in  the  $25  million  you  spoke 
of  a moment  ago? 

Mr.  Riddleberoer.  This  was  1958  and  it  would  be  in  addition  to 
the  $15  million. 

Senator  Ellender.  So  that  in  addition  to  the  $15  million  in  1958, 
you  had  $8  million  additional  economic  aid  included  under  MAP; 
is  that  correct 

Mr.  Ridi  surer..  That  is  correct,  under  the  military  assistance 
program. 

Senator  Eu.v  ler.  It  is  worse  than  I thought. 

Mr.  Riddlehee  «.  Senator,  I think  we  nave  to  call  attention  to 
the  fact  that  iteiV-iso  support  decreased  by  $10  million  in  that  fiscal 
year. 

Senator  Ellender.  You  mean  from  1957  to  1958  ? 

Mr.  Riddleberger.  I am  talking  about  fiscal  year  1958. 

CONCLUSION  OF  DEFENSE  SUPPORT 

Senator  Ellender.  That  was  the  year  you  were  supposed  to  wind 
it  up  and  then  use  Public  Law  480  funds  according  to  Mr.  Grismer. 

Mr.  Riddleberger.  In  fiscal  year  1958  there  was  still  a Public  Law 
480  program  of  approximately  $20  million,  $19.8  million. 

Senator  Ellender.  Are  you  questioning  what  Mr.  Grismer  told 
me? 

Mr.  Rtodleberger.  Of  course,  Senator,  I personally  was  not  there, 
but  I think  I can  readily  apprehend  what  Mr.  Grismer  meant. 

I assume  that  he  thought  it  probable  that  the  basic  support,  economic 
support,  to  be  given  to  Greece,  might  be  covered  almost  entirely  by 
the  sales  under  Public  Law  480. 

Senator  Ellender.  As  I remember  from  my  visit  with  him,  ho 
said  that  1957  would  be  the  last  year  for  defense  support  because  of 
the  great  advances  which  had  been  made  in  the  economy  of  Greece. 

Or  course,  you  extolled  that  when  you  first  appeared  here. 
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EFFECT  OF  CI.IMATIC  CONDITIONS 

Mr.  Kiddle herder.  Senator,  1 can  understand  liow  that  opinion 
might  evolve.  I think  that  perhaps  you  and  I both  luive  spent,  enough 
time  in  the  Balkan  Peninsula  to  know  that  certain  climatic  conditions 
there  frequently  lead  to  long  periods  of  drought.  In  fact,  there  was 
at  one  time,  roughly  speaking,  from  the  early  part  of  this  decade,  until 
the  last  year  or  so,  where  there  seemed  to  be  a cycle  of  good  years 
and  bad  years  insofar  as  the  harvests  were  concerned. 

In  the  last  2 years  the  countries  have  been  fortunate  in  that  there 
has  been  more  rain,  but  of  course,  in  preparing  these  estimates  a year 
ahead  it  is  impossible  to  know  with  any  absolute  certainty  what  the 
crop  turnout  may  lie. 

During  this  period  our  experience  seemed  to  indicate  that  the  sup- 
port that  could.be  giveu  to  a Balkan  country  such  as  Greece  under 
Public  Law  480  might  provide  sufficient  economic  underpinning  so 
that  the  other  programs  would  not  be  necessary. 

But  personally  I have  always  felt  that  some  of  these  opinions  wero 
somewhat  speculative  because  indeed  they  do  depend  upon  the  weather. 

Senator  Ellender.  I think  I could  agree  with  you,  Mr.  Riddle- 
berger,  were  it  not  for  other  facts.  In  my  humble  judgment,  it  is 
nothing  but  pressure  brought  to  bear  on  our  Government  by  Greece 
which  causes  us  to  furnish  this  grant  aid.  As  I said  before,  the  Greek 
Ambassador  came  to  see  me  and  took  issue  with  me  when  I said  I 
thought  it  should  be  cut. 

But  here  in  your  justification  you  have . That  is  what  I do 

not  like. 

Mr.  Riddleberoer.  I think,  sir,  we  are  all  accustomed  to  this  ques- 
tion of  pressure.  As  one  who  has  just  spent  some  6 or  7 years  in 
Balkan  countries,  I would  say  that  pressure  is  not.  entirely  new  in  that 
part  of  the  world. 

Senator  Ellen  her.  We  still  fall  for  it,  Mr.  Riddleberger,  and  that 
is  what  disappoints  me. 

Mr.  Riddleberoer.  May  I continue,  Senator,  with  the  remaining 
answers  ? 

Senator  Ellender.  Yes. 

DIRECT  MILITARY  SUPPORT 

Mr.  Riddleberoer.  The  practice  of  supplying  a portion  of  military 
support  requirements  direct  to  the  forces  was  adopted  to  nssure  the 
availability  of' these  items  to  the  forces  at  the  time  when  they  were 
required.  In  countries  faced  by  severe  balance-of-payments  problems, 
unable  to  finance  simultaneously  the  requirements  for  military  opera- 
tions and  for  maintenance  of  essential  supply  to  the  civilian  economy, 
there  have  been  occasions  when  the  military  forces  were  temporarily 
unable  to  secure  their  essential  consumption  requirements,  creating  a 
danger  of  lack  of  readiness  in  cases  of  emergency. 

In  Greece,  we  believe  that  the  principles  of  proper  supply  man- 
agement are  now  well  understood,  and  that  Greece  can  increasingly 
take  care  of  these  requirements  through  normal  import  channels. 
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TREND  OF  ECONOMIC  ASSISTANCE  TO  GREECE 

I should  now  like  to  turn  to  the  question  of  the  trend  of  economic 
assistance  to  Greece — recalling,  if  you  will,  that  a portion  of  the 
military  assistance  program  has  served  directly  to  reduce  the  economic, 
aid  which  would  otherwise  have  been  required. 

Table  I,  appended  to  this  statement,  shows  the  trend  over  the  period 
fiscal  years  1965-60.  As  this  table  indicates,  the  combined  total  of 
JCA-administered  defense  support  and  technical  assistance,  sales  of 
surplus  agricultural  commodities  under  Public  Law  480,  and  consump- 
tion imports  for  the  Armed  Forces  under  the  military  assistance  pro- 
gram  has  declined  since  fiscal  year  1957,  although  individual  compo- 
nents have  fluctuated.  — — . 

In  the  same  period,  Greek  defense  expenditures  have  risen  steadily. 
Greek  taxes  have  also  increased,  not  only  by  virtue  of  increased  tax 
rates,  but  also  by  virtue  of  more  efficient  tax  collection.  Greek  tax 
and  revenue  collections  are  not  only  larger  in  absolute  figures  (they 
have  risen  from  $315  million  in  1955  to  $400  million  in  1950,  $456 
million  in  1957,  $500  million  in  1958,  and  a projected  $535  million  in 
1959);  they  represent  a substantially  larger  proportion  of  gross  na- 
tional product,  having  risen  in  4 years  from  13  percent  to  18  percent 
of  the  gross  national  product. 

Senator  Ellenoer.  Would  you  tell  us  how  much  of  that  is  income 
taxes  ? 

Mr.  RinDLEUEHGER.  Senator,  we  have  prepared,  at  the  end  of  my 
statement,  a breakdown  of  the  income  from  Greek  tax  revenues.  If 
you  will  look  at  table  III,  total  tax  revenues  from  domestic  sources, 
$456  million. 

I should  explain,  Senator,  these  figures  are  expressed  in  dollars 
although  they  are  collected  in  drachmas.  Taxes  on  income  and  profits, 
represented  $87  million  of  the  total. 

If  you  will  observe,  that  represents  a steady  increase  over  the  years 
1955  and  1956.  The  other  categories  include  the  taxes  imposed  by  the 
Greek  Government. 

SOURCE  OF  TAXES 

Senator  Ellender.  The  bulk  of  the  taxes  come  from  sales,  excises, 
and  customs,  which  of  course  is  a tax  which  increases  the  cost  of  goods 
that  are  consumed  by  the  average  Greek.  These  taxes  soak  the  poor 
rather  than  the  rich. 

Mr.  Ridoeeberger.  I suppose,  Senator,  that  it  will  be  a long  time 
liefore  an  efficient  system  of  income  taxes  can  be  established  in  these 
Balkan  countries.  The  agricultural  nature  of  the  economy,  I think, 
makes  it  difficult  to  apply  an  income  tax  system  in  the  sense  in  which 
we  conceive  it. 

Senator  Ellenpf.r.  I am  satisfied  that  their  rate  of  taxation  is 
nothing  like  ours,  nothing  like  it  ought  to  be,  and  a good  many  escape 
taxes  altogether,  as  you  know. 

Mr.  Riddleberoer.  Senator,  I think  you  have  a very  real  point  there, 
particularly  in  countries  of  this  character  where  the  history  of  course 
nas  been  one  of  tax  evasion. 

It  seems  to  me?  however,  that  in  recent  years  in  Greece  there  has  been 
a determined  effort  on  the  part  of  the  Government,  both  to  construct 
a more  equitable  tax  system  and  to  effect  a fairer  collection  of  taxes. 
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I would  not  pretend  that  it  is  perfect,  but  it  does  seem  to  me  that 
Some  progress  has  been  made. 

Senator  Ellendek.  I notice,  Mr.  Riddleberger,  that  a man  earning 
$16,000  in  Greece  does  not  pay  any  income  tax. 

Mr.  Riddleberger.  I beg  your  pardon,  Senator.  I believe  these  fig- 
ures are  expressed  in  drachmas. 

Is  this  taole  II  to  which  you  refer  ? 

Senator  Ellendek.  Yes.  I thought  you  had  converted  that  to 
dollars. 

Mr.  Riddleberger.  No,  for  this  particular  purpose  we  had  the  fig- 
ures in  drachmas  and  we  got  up  the  table  that  way,  thinking  that 
would  be  a more  accurate  reflection. 

Senator  McGee.  May  I suggest  that  you  have  it  broken  down  on 

E9  of  your  statement  into  comparative  figures.  There  it  is  trans- 
! into  its  equivalence  to  our  own  salaries,  which  I think  is  rather 
impressive. 

Mr.  Riddleberger,  I will  come  to  that,  Senator,  in  just  a moment. 
Senator  Ellender.  All  right.  I am  sorry  I anticipated  it. 

INCREASE  IN  GROSS  NATIONAL  PRODUCT 

Mr.  Riddleberger.  As  I noted  last  week,  Greece  has  been  moving 
ahead;  the  gross  national  product  has  increased  from  $2,369  million 
in  1955  to  $2,882  million  in  1958.  That  is  why  it  ha9  been  possible 
for  Greece  to  support  the  growing  defense  effort.  But  Greece  cannot 
yet  carry  such  a burden  without  our  help. 

REVISION  OF  TAX  BATES 

I should  like  to  ret  urn  to  the  matter  of  tax  rates.  Greece  revised  its 
tax  rates  in  1956,  adopting  the  rates  shown  in  table  II.  This  table 
shows  the  taxes  levied  against  a typical  Greek  businessman,  salaried 
employee,  professional  man,  and  owner  of  rental  property  at  various 
income  levels. 

In  each  instance,  the  man  is  assumed  to  have  a nonworking  wife 
and  two  dependent  children.  You  will  note  that  the  rates  of  busi- 
ness taxation  rise  sharply  from  an  effective  tax  of  1 percent  on  a gross 
income  of  20,000  drachmas,  $667,  to  36.7  percent  on  an  income  of 
600,000  drachmas,  $16,667. 

For  a salaried  employee,  the  effective  tax  rises  from  0.8  percent 
on  an  income  of  30,000  drachmas,  $1,000,  to  35.3  percent  on  an  income 
of  500,000  drachmas,  $16,667. 

Taxes  on  professional  men  and  owners  of  rental  property  run  even 
higher. 

COMPARISON  WITH  U.S.  TAX  BATE 

By  way  of  comparison,,  an  American  salaried  employee  with  the 
same  family  situation  would  pay  no  Federal  income  tax  until  his 
income  reached  $2,675,  at  which  point  his  Greek  counterpart  would  be 
paying  9 percent  of  his  salary  in  income  tax  to  the  Central  Govern- 
ment; ana,  on  an  income  of  $16,667,  the  American  would  pay  $2,758, 
or  16.6  percent  of  his  salary,  as  compared  with  the  larger  figure  or 
$5,882,  or  35.3  percent  for  the  Greek. 

We  have  attempted  here  to  give  comparative  statistics. 
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Those  taxes  on  income  do  not,  of  course,  include  the  very  high  pur- 
chase taxes  on  luxury  commodities,  import  duties,  and  use  fees  for  the 
operation  of  automobiles.  I do  not  recall  the  precise  figures,  but  the 
radio  which  I could  purchase  in  the  United  States  for  $30  would  haye 
cost  more  than  double  that  figure  in  Athens,  with  the  bulk  of  the 
difference  attributable  to  import  duties  and  excise  tax. 

A final  point,  raised  by  Senator  Bible,  is  the  question  of  the  quota- 
tion from  page  780  of  the  maroon  volume,  “World-Wide  Summary.” 
As  you  will  note,  that  particular  section  is  classified  material,  and  my 
response  to  the  question  must  remain  classified. 

(Discussion  off  the  record.) 

(The  tables  referred  to  follow :) 


Table  I, — Economic  assistance  provided  to  Greece,  fiscal  years  1966-69,  and  propo- 
sals /or  fiscal  year  1960  {inch  ding  Public  Law  480,  title  I sales) 

(Figures  In  millions  of  dollars  or  dollars  equivalent  except  as  Indicated.] 


Fiscal  Fiscal  Fiscal  Fiscal 
year  1968  year  1656  year  1357  year  1958 


Defense  support  (obligations).. 

Technical  cooperation  (obligations) ... 

MAP  consumption  items  (deliveries) 

Subtotal 

Public  Law  480ilUsI  (sales agreements).. 

Subtotal,  MSP  pins  Public  Law  480 

title  r - 

Development  Loan  Fund  (loan  agree- 
ments signed) 

Grand  total 

Greek  statistical  data  (for  corresponding 
calendar  years): 

Total  defense  expenditures 

(Defense  expenditures  from  Greek 

revenues) 

Taxes  and  revenues 

Gross  national  product - — ..... 

Per  capita  GNP  (dollars) 

Public  debt 

(Of  which  foreign  debt) 

Hard  currency  reserves  (end  of  year)-. 


i Estimate. 


42031—159 24 
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(Seop.  178) 

Tabi.e  II. — Actual  Greek  income  tax  payable  by  typical  income  groups  1 

Jin  drachmas] 


Businessmen, 
earn  lugs  from 
commercial  and 
industrial  enter- 
prises 

Employees,  earn- 
ings from  sal- 
aries 

Professional  men, 
earnings  from 
professional 
services 

Owners  of  rental 
property,  earn- 
ings from  rental 
property 

Tax 

Percent  of 
oarnlngs 

Tax 

Percent  of 
earnings 

Tax 

Percent  of 
earnings 

Tax 

Percent  of 
earnings 

Total  Income: 1 

18,000 

20,000  

200 
1,0110 
2,360 
3, 080 
5,000 
8, 140 
10.520 
13, 100 
16,880 
23,310 
31,340 
30,  070 
40,  21X1 
68.380 
88,880 
134,200 
183,720 

1.0 

3.5 

5.9 

7.9 

9.9 
ll.fl 
13.1 

14.6 

16.9 
18.0 

20.9 
22.8 

21.6 

27.3 
20  6 

33.3 
38.7 

800 

1,960 

3,560. 

6.480 

7,760 

10,240 

12,920 

16,800 

18,880 

27.060 

35,840 

46,220 

55,200 

75.880 

97.880 
146,200 
198, 720 

4.0 

0.5 

8.9 

10.9 

12.9 

14.6 
16.1 

17.6 

18.9 
21.8 

23.9 
25.8 

27.6 
30.3 

32.6 
36.5 

39.7 

3o;«x>.- 

40.000  

50,000. 

60.000  

70.000  

80.000  .. 

00,000  

100,000  

125.000  

150.000  

175.000  

200.000  

250.000  

300.000  

400.000  

500.000  

235 
840 
1.735 
3.215 
6, 025 
7,115 
9, 405 

11.895 
18,925 
26,505 

34.895 
43, 835 
62,725 
82,815 

127,385 
178, 470 

6.8 

2. 1 
3.5 
6.3 
7.2 
8.9 
10.4 

11.9 
15.1 

17.7 

19.0 

21.9 

25.1 
27.0 

31.8 
35.3 

375 
1,060 
1,695 
3,555 
5,435 
7,565 
9, 895 
12,425 
19,605 
27,215 
35,595 
44, 575 
83,  505 
83.635 
128,326 
177, 470 

1.2 
2.6 
4.0 
5.9 
7,  7 

9.4 
11.0 

12.4 
15.6 
18.1 

20.3 

22.3 

25.4 
27.9 
32.1 

36.5 

1 In  each  Instance,  taxpayer  assumed  to  have  nonworking  wife,  2 dependent  children;  Income  derived 
from  1 source  only, 

J Before  deduction  of  untaxed  minimum  and  family  expenses.  In  the  case  of  income  from  rentals,  figures 
calculated  afler  deduction  for  depreciation. 

Table  III. — Greek  revenues  from  domestic  sources 
|In  dollar  equivalents] 


1955 

1950 

1967 

1958  ‘ 

Total  revenue  from  domestic  sources 

Taxes  on  Income  and  profits 

Bales  turnover  and  excise  taxes 

Customs  . _ ..  , „ _ 

8316,000,000 

$400, 000, 000 

$456, 000, 000 

$600,000,000 

60,000.000 

117,000,000 

63.000. 000 
27, 001),  000 

6,000,000 

53.000. 000 

71.000. 000 

113.000. 000 

97.000. 000 

54.000. 000 

20.000. 000 

46.000. 000 

87.000. 000 

125. 000.  000 

110.000. 000 
61,000,000 
21,000,000 
62, 000, 000 



Other  taxes 

Receipts  from  Government  enterprises 

1 Breakdown  not  ovallablo. 

FUEL  AND  COMMODITIES  OTHER  THAN  HARDWARE 

Mr.  Riddlebekger,  I think,  Senator,  that  concludes  my  formal 
statement,  but  we  shall  be  happy  to  attempt  to  answer  any  questions 
you  may  have. 

Senator  Ellender.  I would  like  to  find  out,  of  the dollars 

provided  for  military  assistance  to  Greece  this  year,  how  much  of 
that  will  be  used  for  materiel  other  than  hardware  ? 

Mr.  Riddleberger.  Senator,  the  figure  contemplated  will  probably 
be  about . 

Senator  Ellender.  Now,  in  addition  to  that,  you  are  programing 
dollars  in  defense  support? 

Mr.  Riddleberger.  That  is  the  proposed  figure,  Senator  Ellender. 

Senator  Ellender.  I know,  but  that  is  what  you  expect  to  get. 
That  is  what  you  are  asking  for  now,  is  it  not  1 

Mr.  Riddleberger.  That  is  what  we  hope  to  get. 
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Mr.  Murphy.  The  authorization  has  already  been  cut  by  10  percent. 

Senator  Ellender.  And  of  the dollars, dollars  will 

he  used  for  raw  materials  and  fuel,  as  I understand  it. 

for  machinery,  and  equipment.  What  is  that  for? 

Mr.  Barrows.  That  is  simply  general  industrial  machinery,  spare 
parts  and  the  like,  brought  in  through  the  private  channels  of  trade. 

Senator  Ellkndkr.  1 notice for  other  industrial  commodi- 

ties. What  kind  of  commodities  are  those  ? 

Mr.  Barrows.  I do  not  know  offhand,  sir. 

Mr.  Farwell.  Those  would  bo  the  items  required  to  support  various 
elements  of  the  Greek  economy,  by  enabling  the  import  of  essential 
items  for  which  Greece  could  not  otherwise  afford  the  foreign  ex- 
change. As  Mr.  Barrows  noted  the  counterpart  will  support  the 
military  effort. 

Senator  Ellender.  I notice for  nonsurplus  agriculture  com- 

modifies, such  as  what? 

NONSURPLUS  AGRICULTURAL  COMMODITIES 

Mr.  Farwell.  These  would  be  the  items  which  are  not  available  on 
the  current  surplus  list.  For  example,  it  could  include  the  purchase 
of  sugar,  although  I do  not  assert  that  sugar  happens  to  be  one  of  the 
items.  It  will  include  fats  and  oils.  They  are  items  that  are  not 
available  on  the  surplus  list  at  this  time. 

Senator  Ellender.  So  that,  our  entire  cont  ribution  to  Greece . 

Mr.  Barrows.  That  is  correct. 

OLE  LOANS 

Senator  Ellender.  In  addition  to  that}  we  have  made  DLF  loans 
to  Greece  of  $12  million  to  construct  a nitrogen  plant  and  there  are 
now  applications  for  DLF  loans  totaling  $54.5  million. 

Mr.  Barrows.  Yes,  sir. 

Senator  Ellender.  In  view  of  the  fact  that  these  loans  are  being 
made,  why  is  it,  as  I pointed  out  a while  ago,  that  our  defense  support 
and  other  assistance  continue  to  spiral, 

Mr.  Barrows.  Senator,  I would  like  to  return  to  this  table  for  just 
a minute,  if  you  do  not  mind. 

TOTAL  FUNDS  SUPPLIED  IN  1956 

For  the  fiscal  year  1956,  at  which  time  you  talked  to  Mr.  Grismer, 
we  supplied  from  all  of  these  sources  which  you  have  discussed  a total 
of  $32.9  million,  in  what  can  be  called  economic  assistance,  defense  sup- 
port, Public  Law  480,  and  technical  cooperation. 

At  that  time,  according  to  your  report-  and  the  discussion  last  week, 
Mr.  Grismer  estimated  that  the  country  would  need  economic  assist- 
ance of  $45  million  in  the  form  of  Public  Law  480. 

Senator  Ellender.  That  is  correct;  is  it  not? 

Mr.  Barrows.  That  is  what  he  estimated.  I am  sure  it  was  cor- 
rectly reported. 

As  it  turned  out,  what  the  country  received  was  more  than  that, 
$51  million — $51.7  million.  Not  as  much  of  it  took  the  form  of  Public 
Law  480  sales  as  Mr.  Grismer  estimated  at  the  time.  It  was  only 
$26  million. 
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In  addition,  $25  million  of  defense  support  was  supplied.  But  in 
fact,  the  increase  over  what  he  estimated  is  not  very  large,  it  seems 
tome. 

19S8  AND  I9B9  FUNDS 

In  any  event,  in  1958,  the  figure  did  fall  below  the  $45  million  level 
on  the  total  basis,  $15  million  of  defense  support;  $8  million  of  these 
MAP  consumption  items  which  we  identify  in  order  to  give  a full 
picture  and  just  $20  million  in  Public  Law  480. 

In  fiscal  year  1959,  the  total  of  these  forms  of  economic  assistance 
declined  again  to  $32.8  million  to  which  must  be  added  the  $12  million 
of  the  DLF  loan. 

BASIS  OF  BEQUEST 

Now,  the  basis  on  which  this  money  is  requested  is  that  defense  sup- 
port is  intended  to  maintain  the  economic  level  of  activity  in  the  coun- 
try and  to  help  maintain  certain  forces. 

The  Development  Loan  Fund  on  the  other  hand  is  frankly  requested 
and  provided  by  Congress  to  help  these  countries  grow. 

Senator  Ellender.  Yes,  but  tne  justification  for  the  DLF  was  that 
the  loan  feature  would  take  the  place  of  the  grants.  That  is  written 
in  the  reports. 

I pointed  that  out  when  we  had  the  authorization  bill  before  us 
last  month. 

Mr.  Barrows.  Yes,  sir. 

Senator  Ellender.  I do  not  know  whether  $54  million  on  applica- 
tion will  be  granted. 

Mr,  Barrows.  It  may  be;  I do  not  know,  sir,  but  I would  like  to 
point  out  that  at  the  time  the  Development  Loan  Fund  was  added 
those  appropriations  were  provided  in  country  after  country  around 
the  world. 

The  defense  support  requests  were  reduced  to  take  out  of  them  any 
project  proposals  which  could,  according  to  the  new  definition  and 
new  appropriation,  more  properly  be  submitted  in  the  Development 
Loan  Fund. 

Now,  against  these  figures  which  do  not  show  a rise  or  a substantial 
rise,  in  fact,  they  show  a decline  generally  in  the  amount  of  money 

f iven  to  support  of  the  military  forces — you  have  the  fact  that  the 

orces  themselves  have  been  increased  in  size  bv  — since  1956. 

If  Greece  is  to  go  ahead  and  meet  its  NATO  commitments  forces 
will  have  to  be  increased  still  more. 

(Discussion  off  the  record.) 

Mr.  Barrows.  So  in  summary,  for  about  the  same  amount  in  de- 
fense support  Greece  is  supporting  larger  forces  and  certainly  larger 
forces  than  Greece  would  be  able  to  maintain  without  the  help  that 
we  are  requesting. 

Now,  there  is  one  other  factor.  I preceded  Mr.  Grismer  in  the 
position  he  occupied  when  you  were  m Greece,  so  I speak  with  a 
certain  measure  of  personal  experience. 

I suspect  that  Mr.  Grismer,  as  I,  myself,  when  I was  there  about  2 
years  before  him,  made  his  statement  on  the  assumption  that  the  Greek 
forces  would  not  go  up. 
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I know  at  the  time  I left  Greece  in  1954,  it  was  not  clear  that  Greece 
would  be  expected  to  increase  the  forces  as  much  as  she  has  now  done. 
And  this  is  a factor. 

INOBEABE  IN  OBKEK  COMMITMENTS  TO  NATO 

Greek  commitments  to  NATO  have  increased  and  we  have  pro- 
served  a level  of  defense  support  aid;  that  we  hoped  we  could  cut 
back,  to  help  Greece  maintain  these  additional  forces. 

Mr.  Riddleberger.  Mr.  Chairman,  may  I supplement  what  Mr. 
Barrows  has  said,  by  going  off  the  record  for  a moment. 

Chairman  Hayden.  Yes. 

(Discussion  off  the  record. ) 

Senator  Ellender.  Do  not  compare  per  capita  income  bocause  it 
will  include  defense  expenditures. 

Mr.  Riddleberger.  Senator,  I am  entirely  conscious  of  the  validity 
of  your  point,  but  the  figures  which  I quoted,  in  the  case  of  the  Ameri- 
cans, $2,195,  was  the  average  per  capita  income  after  the  reduction 
of  the  defense  expenditures  and  the  comparable  figure  for  Greece 
was  313. 

MALDISTRIBUTION  OF  INCOME 

Senator  Ellender,  Mr.  Riddleberger,  we  have  more  than  a third  of 
our  population  today  getting  less  than  a thousand  dollars  a year,  right 
here  in  the  United  States. 

Mr.  Riddi^beroek,  And  as  you  have  so  aptlv  remarked^  we  have 
something  of  the  same  situation  in  Greece  in  the  maldistribution  of 
income. 

Senator  Ellender.  That  is  right. 

But  you  know  as  well  as  I do  that  the  people  of  wealth  there  do 
not  pay  the  same  proportion  of  taxes  as  we  pay  here. 

PROPER  TAXATION 

Mr.  Riddleberger.  Senator,  I think  it  is  one  of  the  really  major 
issues  in  Greece,  this  question  of  proper  taxation. 

Senator  Ellender.  Then  why  should  we  listen  to  a government 
which  is  incapable  of  imposing  proper  taxation  on  its  own  people? 
Mr.  Riddleberger.  I think  there  is  progress. 

Senator  Ellender.  In  the  meantime  we  are  going  downhill.  That 
is  what  bothers  me  a lot.  We  are  going  deeper  and  deeper  into 
debt. 

In  Pakistan,  we  are  making  available  for  defense  support 

dollars. 

I would  like  to  find  out  how  that  money  is  going  to  be  spent. 

Mr.  Barrows.  That  money  will  be  spent,  sir,  entirely  to  finance 
imports  required  by  the  economy  in  general  for  machinery,  raw  ma- 
terials, fuel,  and  other  requirements  of  the  country. 

Mr.  Murphy.  The  detail  is  set  out  on  page  148  of  the  green 
volume. 

Senator  Ellender.  This  entire  amount,  will  be  used  to  fill  the  bal- 
ance-of-payment  gap. 

Mr.  Barrows.  Yes,  sir. 

Senator  Ellender.  That  is  the  reason  you  are  doing  this  ? 
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Mr.  Barrows.  It  is  to  give  resources  to  the  country 

Senator  Ellender.  I understand,  but  to  fill  the  bn  lance-of- payment 
gap? 

Mr.  Barrows.  That  is  one  way  of  putting  it;  yes,  sir. 

B ALA  NCL-OF- PAYMENT  GAP 

Senator  Ellen  per.  That  is  what  you  say  in  your  justifications. 
As  I pointed  out  2 or  3 days  ago,  our  balance-or-payment  gap  was 
$3.2  billion  last.  year.  How  will  we  fill  that  gap?  You  help  them 
to  balance  theirs  and  in  order  to  balance  theirs  we  unbalance  ours. 
How  long  can  we  keep  that  up  ? Can  you  tell  us  ? 

Mr.  Barrows.  You  are  talking,  I believe,  Senator  Ellender 

Senator  Ellender.  Talking  as  an  American  now. 

Mr.  Barrows.  I am  speaking  always  as  an  American. 

Speaking  about  the  movement,  of  gold  sales  which  balanced  the 
gap,  you  speak,  I suppose,  insofar  as  the  United  States  is  con- 
cerned? 

Senator  Ellender.  Yes,  that  is  what  I am  talking  about.  Ob- 
viously the  United  States  will  have  to  balance  the  gap  in  some  way. 

But.  she  cannot  do  it  if  she  keeps  on  giving  and  spending  money 
and  getting  no  returns.  But  that,  is  what  you  are  doing.  The  money 
that  we  are  spending  in  the  United  Kingdom  and  in  France  is  not 
necessary.  Those  people  could  do  much  better  than  they  are  now 
doing. 

But  we  are  not  concerned  with  that  area  at  the  moment.  Let  us 
review  the  aid  given  to  some  of  the  countries  in  the  Near  East  and 
south  Asia.  There  is  some  prosperity  in  that  area. 

In  the  case  of  Pakistan  we  have  given  $268,300,000  through  fiscal 
year  1959. 

In  1960  you  have  programed  . You  have  programed  de- 
fense support,  of . 

You  have  programed  military  assistance  of . 

How  much  of  this will  be  used  for  materiel  other  than  hard- 

ware, Admiral,  do  you  know  ? 

Admiral  Grantham.  The  details  are  on  page  138  and  “other  mate- 
rial” is  the  item  on  this  page  that  applies,  page  138.  You  will  see  an 

item  “other  material”, thousand  dollars.  That  is  from  MAP 

and  not  included  in  defense  support. 

Senator  Ellender.  What  is  the  total  ? 

Admiral  Grantham.  thousand  dollars. 

Senator  Ellender.  The  rest  of  it  will  go  for  hardware  ? 

Admiral  Grantham.  That  is  right,  sir. 

LOAN  PROGRAM 

Senator  Ellender.  Now  the  DLF  has  already  closed  loan  agree- 
ments with  Pakistan,  aggregating  $101,750,000  and  there  are  applica- 
tions totaling  $101,937,000.  How  much  more  do  you  expect  us  to  do? 

Mr.  Barrows.  Senator  Ellender,  I would  like  to  go  back  to  the 
statement  you  made  at  the  beginning  of  the  discussion  on  Pakistan. 

I wish  we  could  point  to  a picture  of  prosperity  such  as  you  feel  exists 
there. 

Senator  Ellender.  I should  not  have  said  prosperity  but  I should 
have  said  much  better  off  than  they  have  ever  been. 
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PAKISTAN  DROSS  NATIONAL  PRODUCT 

Mr.  Harrows.  As  a matter  of  fact,  by  most  judgments  that  have 
been  made  recently,  until  the  change  of  regime,  they  have  not  been 
significantly  better  off.  They  have  been  able  to  hold  their  own  in 
carrying  this  military  burden  by  virtue  of  American  aid,  but  they 
have  not  made  progress  and  I otVer  as  evidence  of  this  judgment  the 
figures  that,  you  will  find  on  the  yellow  divider  page  here  on  their  per 
capita  gross  national  product  which  has  remained  virtually  constant 
at  the  low  figure  of  $65  per  capita  from  1955  through  1958. 

This  is  not  a record  that  we  are  particularly  proud  of,  as  a matter 
of  fact.  We  wish  that  they  had  made  more  progress,  but  it  does 
indicate  the  margin  on  which  the  country  has  been  operating  and  the 
importance  of  the  defense  support  aid  to  enable  them  to  keep  going. 

We  hope  that  because  of  improved  administration  in  the  c untry, 
and  the  cumulative  effect  of  our  help,  plus  these  development  loan 
fund  loans,  they  will  be  able  to  make  some  actual  progress  without 
lowing  to  cut  back  their  military  effort. 

But  the  purpose  of  the  appropriations  that  we  are  talking  about 
here  other  than  technical  assistance,  that  is  to  say  defense  support 
and  MAP,  is  to  help  them  carry  the  military  load. 

The  purpose  of  the  development  loan  funds  which  are  considered 
under  another  chapter  in  the  law  is  to  help  the  country  attain  some 
economic  growth. 

As  I say,  the  record  has  not  been  brilliant  in  the  last  few  years. 
Senator  Ellender.  The  point  1 want  to  stress  again  is  that  many 
Members  of  Congress  have  soured  on  the  grants  which  have  been 
made  in  the  past  and,  as  you  know,  we  enacted  a development  loan 
program  to  take  the  place  of  these  grants.  But  the  loans  are  not 
replacing  the  grants. 

Mr.  Barrows,  Senator  Ellender,  we  have  followed  in  the  case  of 
Pakistan,  I think,  quite  closely,  the  intent  of  Congress  on  the  use 
of  this  kind  of  money. 

Since  the  Development  Loan  Fund  has  become  available  we  have 
allocated  no  new  funds  from  defense  support,  for  any  form  of  project 
in  Pakistan. 

Senator  Ellender.  You  are  still  giving  defense  support  ? 

Mr.  Barrows.  We  have  financed  essential  imports,  that  is  true,  of 
course.  This  supports  the  enterprises  they  have  and  enables  the 
economy  to  maintain  the  forces,  but  it  is  not  going  into  new  enter* 
prises. 

Senator  Ellender.  Public  Law  480  also  assists,  it  gives  them  food. 
Mr.  Barrows.  Yes,  sir;  although,  as  you  know,  they  buy  the  food 
under  Public  Law  480  for  local  currency. 

ASSISTANCE  FROM  COLOMHO  PLAN  COUNTRIES 

Senator  Ellender.  Is  Pakistan  getting  any  assistance  from  any 
other  of  our  allies? 

Mr.  Barrows.  Yes ; from  the  Colombo  plan  countries. 

Senator  Ellender.  How  much  ? 

Mr.  Barrows.  Wo  will  find  it  in  a minute,  sir. 

Senator  Ellender.  Will  you  put  it  in  the  record  at  this  point? 

Mr.  Barrows.  Yes,  sir. 
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Senator  Ellender,  You  might  give  it  for  all  countries  in  that  area. 

(The  material  referred  to  is  classified  and  has  been  supplied  to  the 
committee.) 

situation  in  iean 

Senator  Ellender.  Mr.  Chairman,  I do  not  want  to  burden  the 
record,  but  I happened  to  visit  Iran.  There  is  a country  that  ought  to 
be  able  to  do  more  for  herself.  She  is  rich  in  oil  and  there  are  very 
wealthy  people  there. 

I notice  that  we  are  furnishing  Iran  with in  military  as- 
sistance and  in  defense  support in  addition  we  have  already 

made  loans  aggregating  $77,700,000  and  the  applications  on  hand  for 
Iran  total  $189  million. 

Now,  we  are  going  every  which  way  to  assist  this  country,  a coun- 
try that  in  my  opinion  is  very  wealthy  in  natural  resources. 

The  cumulative  amount  for  Public  Law  480  and  to  Iran  is 
$12,415,000. 

I notice  that  none  has  been  programed  for  1960. 

Mr.  Barrows.  According  to  my  records,  sir,  none  has  been  made 
in  1958  or  1959,  either. 

Senator  Ellender.  Why  is  it  necessary  to  furnish  this  country 
military  assistance  and  defense  support? 

Mr.  Barrows.  This  program  in  both  the  MAP  and  defense  sup- 
port — . 

I think  that  Secretary  Hart  should  give  you  some  explanation  of 
it. 

Mr.  Hart.  Senator,  the  Government  of  Iran,  like  any  government 
in  the  Near  East,  as  I know  you  know  from  your  travels,  is  under 
tremendous  pressure  to  produce  results  and  at  the  same  time  that 
these  pressures  are  increasing,  pressures  to  modernize,  show  im- 

frovement  in  the  standard  of  living  at  a very  rapid  rate,  pressures 
think  primarily  from  the  youth  who  are  being  educated ; the  turbu- 
lence in  nearby  countries  has  had  a profound  shaking  effect. 

There  is  a factor  of  general  impatience.  In  Iraq,  in  the  revolution 
of  July  of  last  year  it  was  demonstrated  that  the  governments  which 
have  charge  even  of  sizable  development  programs  can  make  mistakes 
in  terms  of  keeping  insufficiently  in  mind  tills  business  of  producing 
results  visible  to  the  people. 

DECLARATION  10  SUED  IN  LONDON 

You  may  recall  that  in  London  there  was  a declaration  issued  by 
the  countries  of  the  Baghdad  Pact  region  and  Great  Britain.  We 
associated  ourselves  with  that,  in  an  attempt  to  reenforce  the  willing- 
ness of  all  of  the  countries  of  the  area  to  resist  aggression. 

Out  of  that  grew  our  bilaterals . 

Senator  Ellender.  Against  Russia? 

Mr.  Hart.  Against  Russia,  if  Russia  is  the  aggressor. 

Senator  Ellender.  Now,  are  you  saying  this  aid  is  necessary  be- 
cause of  events  which  happened  in  Iraq?  Is  that  what  you  are  say- 
ing to  us  now? 

Mr.  Hart.  I say  that  Iraq  being  a close  neighbor  of  Iran 

Senator  Ellender.  Iraq  has  battered  out  the  Communists  from 
what  I understand,  and  they  are  now  going  to  join  with  Jordan  and 
Syria  and  probably  they  will  end  up  with  Nassar  soon. 
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Do  you  think  it  is  still  necessary  to  go  on  with  your  projected  plan  ? 
(Discussion  off  the  record.) 

Mr.  Hart.  Senator,  I think  Admiral  Grantham  would  like  to  speak 
a little  bit  on  this  point  of  military  aid  to  Iran. 

Senator  Ellender,  There  is  only  one  more  country  that  I would 

like  to  bring  to  the  attention  of  the  committee  and  that  is  Turkey 

Mr.  Murphy.  Senator,  may  we  have  permission  to  put  in  the  rec- 
ord at  this  point  a comment  by  Mr.  ©huff  on  the  need  for  these 
forces? 

You  raised  a question  a while  ago  about  the  need  for  these  forces 
and  their  efficacy. 

Senator  Ellender.  You  will  find  needs;  I know  you  can  generate 
them. 

(The  information  referred  to  follows :) 

Tub  Value  or  Iranian  Forces  in  Face  of  Soviet  Military  Power 

The  utility  of  conventionally  armed  forces,  especially  those  of  countries  which 
like  Iran,  lie  in  close  proximity  to  Russia's  tremendous  military  power.  Is  fre- 
quently questioned.  The  allegation  that  conventional  forces  In  such  countries 
cannot  contribute  significantly  to  the  preservation  of  the  free  world  security 
system  cannot  be  accepted. 

The  purpose  of  U.S.  military  assistance  to  friendly  notions  which  are  threat- 
ened by  Soviet  expansionism  la  not  to  guarantee  that  any  one  of  them,  by  virtue 
of  Its  own  strength,  be  able  to  turn  back  an  all-out  Soviet  attack.  What  our 
military  assistance  Is  designed  to  assure  is  that  each  country  possess  a deterrent 
force  sufficiently  effective  to  require  that  the  enemy  undertake  extensive,  delib- 
erate, and  formal  steps  to  gather  its  forces,  ana  deploy  a significant  array  of 
military  resources  prior  to  launching  an  attack,  thus  making  the  aggression 
plain  before  the  world,  and  setting  in  motion  appropriate  free  world  response. 
The  Communist  invasion  of  South  Korea,  and  the  recent  military  seizure  of 
Tibet  by  Chinese  Communist  forces,  are  evidence  enough  that  the  absence  of  an 
adequate  conventional  defensive  capability  only  serves  to  invite  Communist 
military  adventures. 

PROGRAM  IN’  TURKEY 

Senator  Ellender.  Turkey  is  scheduled  to  receive in  mili- 

tary assistance.  How  much  of  that  will  be  used  for  materiel  other 
than  hardware.  Admiral  ? 

Admiral  Grantham.  That  is  shown  on  page  174  of  this  green 
book.  It  will  be , sir. 

Senator  Ellender.  We  are  also  giving  to  Turkey  defense  support 

to  the  tune  of ? 

Mr.  Barrows.  Yes,  sir. 

Senator  Ellender.  This  money,  as  I understand  it,  will  be  used  to 
buv  raw  materials  ? 

Mr.  Barrows.  Machinery. 

Senator  Ellender.  Basic  commodities,  spare  parts,  including  vehi- 
cles and  parts,  electrical  equipment,  chemicals,  steel,  industrial  ma- 
chine parts. 

Through  Public  Law  480  Turkey  has  received  up  to  date  $196,081,- 

000,  and  she  is  in  for this  year. 

The  defense  support  for  fiscal  year  1960,  as  I understand,  is  to  be 
used  to  help  Turkey  balance  her  payments.  Am  I correct? 

Mr.  Barrows.  Yes,  sir. 

Senator  Ellender.  The  total  requirement  for  that  purpose  is>  ac- 
cording to  flie  record,  $420  million,  and  there  will  be  a net  deficit  of 
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$70  million,  and  you  are  making  up  that  difference,  as  I understand, 
by  providing  defense  support. 

DEVELOPMENT  LOAN  FUND  FUNCTIONS 

Mr.  Barrows.  As  you  know,  Senator  El  lender,  we  are  not  providing 
cash  to  make  up  the  payments  deficit.  We  finance  essential  imports. 
Most  of  these  goods  are  packaged  for  our  U.S.  exporters,  as  to  loan 
applications,  there  is  certainly  no  basis  to  assume  that  all  the  applica- 
tions that  these  countries  make  will  be  granted  by  the  Development 
Loan  Fund.  It  is  pretty  hard  for  us  to  take  that  into  account  since 
by  the  very  nature  of  the  program,  as  it  was  authorized  by  Congress, 
it  is  not  supposed  to  be  programed  out  by  advance  commitment. 

It  is  supposed  to  be  handled  on  a case  basis  as  it  is. 

Now,  we  can  make  reasonable  assumptions  about  Public  Law  480  on 
the  basis  of  past  experience,  but  on  the  question  of  the  Development 
Loan  Fund  that,  depends  on  the  nature  of  the  project,  the  total  amount 
of  request  before  the  agency,  and  the  amount  of  money  made  available. 

I do  not  think  we  have  any  basis  for  assuming  that  any  such  large 
sums  will  be  granted  to  Turkey. 

On  the  other  hand,  we  do  Know  that  their  current  requirements  to 
support  their  forces  has  been  carefully  calculated  and  the  defense 
support  request  is  based  on  that. 

ritOBPE KITS’  IN  ISTANBUL 

Senator  Ellender.  When  I was  in  Istanbul  sometime  ago,  I saw 
with  my  own  eyes,  the  prosperity  existing  in  that  area.  When 
I talked  to  one  of  the  leaders  there  and  told  him  what  our  income  tax 
rate  was  he  thought  I was  crazy. 

When  I told  him  in  my  case  even  though  I do  not  earn  much  money 
that  I was  in  the  67  percent  bracket,  he  looked  at  me  and  said,  “Do 
you  mean  to  say  you  have  to  pay  $67  out  of  every  hundred  dollars 
you  make?” 

He  was  astounded.  He  said,  “Our  whole  taxes  do  not  amount  to 
more  than  33%  percent,  including  real  estate  and  all  other  kinds  of 
taxes.” 

That  is  what  gets  under  my  skin,  when  I go  to  these  countries.  It 
is  something  that  I cannot  understand. 

Chairman  Hayden.  We  will  let  Senator  Dworshak  say  a few  words 
and  then  quit. 

Senator  Dworshak.  I will  try  to  be  brief. 

VISIT  TO  SAIGON 

Mr.  Barrows,  I recall  with  a great  deal  of  pleasure  the  visit  I 
enjoyed  with  you  to  Saigon  when  you  were  in  charge  of  the  mission 
a feu  years  ago,  accompanied  by  Senator  Ellender. 

You  were  very  cooperative  and  I certainly  learned  a lot  about  the 
particular  program  you  were  supervising  here. 

When  were  you  in  Afghanistan  last? 

Mr.  Barrows.  I was  in  Afghanistan  a feu  weeks  ago.  First  and  . 
lastly,  I should  say,  it  was  my  first,  visit. 

Senator  Dworshak.  How  long  ago  ? 

Mr.  Barrows.  In  the  month  of  July. 
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Senator  Dvvorsiiak.  Then  you  are  not  able  to  make  any  comparisons 
because  you  do  not  know  what  conditions  obtained  previously. 

Mr.  Barrows.  That  is  right. 

Senator  Dwoiwuiak.  I am  going  to  give  you  a litle  information 
and  I will  sort  of  put  you  on  the  spot.because  you  people  come  in  here 
and  tell  'us  something  about  the  effective  work  you  are  doing  with 
these  programs. 

ICA  PROGRAM  IN  AFGHANISTAN 

I know  some  of  this  is  classified  and  I certainly  shall  not  disclose 
any  of  that  which  may  be  harmful,  but  during  the  past  year  I have 
had  occasion  to  do  some  studying  of  conditions  in  our  ICA  program 
in  Afghanistan  and  I am  sure  that,  when  you  comment  on  what  I am 
saying  that  you  will  try  to  be  realistic. 

Now,  the  record  shows,  for  instance,  that  since  the  aid  program 
began  in  Afghanistan  we  have  had  cumulatively  $03  million  of  assist- 
ance and  some  of  that,  of  course,  is  classified. 

I also  not  ice  on  page  12  of  your  report  the  following : 

The  Export-Import  Rank  tins  extended  loons  totaling  $39.5  million  for  devel- 
opment of  the  Heluinnd  Valley.  More  recently,  in  the  face  of  recurring  crop 
failure,  the  United  States  has  supplemented  other  forms  of  assistance  by  provid- 
ing wheat  to  Afghanistan  under  title  II  of  Public  Law  480.  Wheat  was  shipped 
in  1957  and  1958  with  arrangements  only  recently  completed  for  a further  grant 
of  50,000  tons  of  wheat  in  1059. 

HIGHWAY  CONSTRUCTION 

I know  that  a lot  of  money  has  been  spent  on  the  assistance  program 
and  it  covers  a variety  of  programs,  educational  and  I presume,  sani- 
tary, but  primarily  we  have  been  interested  through  the  ICA  in  high- 
way construction.  * 

That,  is  true,  is  it  not  ? 

Mr.  Barrows.  That  has  been  a big  part  of  it. ; yes,  sir. 

Senator  Dworsijak.  We  have  spent  a lot  of  money.  How  about 
the  transit  project  which  has  been  under  consideration  for  some  time? 
Has  much  progress  been  made  on  that  ? 

Mr.  Barrows.  Y es,  some  progress  has  been  made,  Senator. 

Senator  Dworsjiak.  A lot  remains  to  be  done? 

Mr.  Barrows.  Considerable  remains  to  be  done,  but  surveys  have 
been  completed  for  the  first  construction  phase. 

Senator  Dworsuak.  We  have  been  working  with  the  Ministry  of 
Public  Works  in  establishing  a highway  improvement  and  mainte- 
nance program. 

RELATIONS  WITH  GOVERNMENT  OF  AFGHANISTAN 

Now,  on  your  recent  visit  did  you  observe  that  there  has  been  a tragic 
deterioration  in  our  relations  with  the  Government  of  Afghanistan? 

Mr.  Barrows.  I observed  that  there  has  been  some  difficulties.  I 
think  that,  language  is  stronger  than  I would  use. 

Senator  Dworsuak.  What  degree  of  deterioration  ? 

Mr.  Barrows.  I think  the  Government  of  Afghanistan  is  dissatis- 
fied with  the  progress  we  have  made  in  a numlier  of  respects.  The 
dissatisfaction  is  exaggerated,  maybe  even  stimulated  initially,  not 
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by  a fair  appraisal  of  what  we  set  out  to  do,  but  what  they  expect  of 
us  in  comparison  with  the  Russians. 

Since  we  began  the  program  there,  as  you  know,  the  Russians  have 
come  in  with  a much  more  extensive  effort  than  we  are  making.  Some 
of  our  projects  which  started  out  under  the  technical  cooperation  phi- 
losophy as  demonstrations  have  suddenly  been  judged  by  the  Afghani- 
stans  as  a development  project,  and  this  presents  a problem  for  us. 

BOAD  EQUIPMENT  AND  MACHINERY 

Senator  Dwomhak.  Is  it  not  true,  under  the  highway  programs  we 
agreed  a year  or  two  ago  to  send  over  some  road  equipment  and 
machinery! 

Mr.  Barrows.  We  did,  sir. 

Senator  Dworshak.  It  was  supposed  to  be  new  and  instead  of  send- 
ing new  equipment,  we  sent  used,  almost  obsolete  equipment,  which 
offended  very  much,  if  not  actually  alienated,  the  Public  Works 
Ministry. 

Mr.  Barrows.  Senator,  in  the  interests  of  economy  and  to  save  the 
taxpayers  money,  we  used  military  surplus  equipment. 

This  is  a general  policy  which  has  been  urged  upon  us  by  certain 
committees  of  Congress,  I believe. 

In  any  event,  it  is  something  that  we  think  we  in  conscience  should 
try  to  do.  It  is  my  personal  opinion  that  Afghanistan  was  probably 
the  wrong  place  to  try  it,  but  I still  think  the  idea  in  general  is  good. 

Senator  Dworshak.  Is  it  true  also  that  in  the  original  agreement 
negotiated  with  Afghanistan  it  was  stipulated  that  new  machinery 
would  be  sent  there! 

Mr.  Barrows.  I am  not  certain. 

Senator  Dworshak.  If  you  will  check  the  record,  you  will  find  that 
that  is  true. 

If  that  is  true,  you  know  what  the  reaction  would  be  over  there  if  we 
promised  to  send  them  new  machinery  and  then  sent  the  used  equip- 
ment. 

That  was  not  as  efficient  in  operation.  That  is  inevitable. 

Mr.  Barrows.  I came  back  from  this  trip  convinced  it  had  been 
a mistake  to  try  to  use  surplus  equipment  in  Afghanistan.  I fully 
agree  with  the  Senator. 

Senator  Dworshak.  I am  glad  to  get  that  reassurance  from  you. 
I do  not  think  I can  serve  any  real  purpose  by  belaboring  this  point 
but  it  seems  to  me  that  in  a country  like  Afghanistan  where  we  have 
helped  them  with  Export-Import  Bank  loans  to  build  reclamation 
projects  with  huge  reservoirs,  and  we  have  done  everything  over  the 
past  decade,  that  there  ought  to  be  some  semblance  of  the  gratitude 
and  at  least  we  ought  to  be  holding  our  own . 

I think  you  will  ^gree  with  me  that  we  are  slipping,  that  we  are  not 
holding  our  own. 

Now,  what  is  your  comment  on  that? 

Mr.  Barrows.  I would  like  to  say  you  see  the  problem  in  one  way; 

I see  it  in  another.  I would  like  very  much  to  express  my  feelings 
about  this  because 
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Senator  Dworshak.  It  has  not  been  your  responsibility  very  long, 
has  it? 

BUB8IAN  BOADBUXLDING  PROJECT 

Mr.  Barrows.  No,  sir;  but  I think  X understand  the  decisions  that 
were  made  by  my  predecessors  in  this  matter,  take  the  road  project 
you  are  speaking  of. 

This  was  intended  to  be  a demonstration  only,  limited  to  about 
12  engineers  under  contract  to  do  a good  job.  But  as  the  Russians 
came  in  actually  to  build  roads,  bringing  their  large  numbers  of 
people,  large  amounts  of  equipment,  we  then  added  an  equipment 
supply  feature  to  the  program. 

Now.  we  find  ourselves  in  a position  where  although  we  have  not 
formally  agreed  to  do  so,  the  Afghanistan  expect  us  to  build  a road 
in  competition  with  the  Russians  who  are  building  elsewhere. 
(Discussion  off  the  record.) 

Mr.  Barrows.  Now,  we  have  not  asked  for  enough  money  in  this 
appropriation  to  do  what  really  is  expected  of  us  in  this  situation. 
Senator  Dworbhak.  You  did  not  use  all  the  money  available  in  the 
past  year. 

Mr.  Barrows.  No,  sir. 

(Discussion  off  the  record.) 

Senator  Dworshak.  That  is  right.  I agree  with  you  on  that 
statement. 

But  after  spending  more  than  a hundred  million  dollars  and  pro- 
viding many  thousands  of  tons  of  wheat,  it  would  seem  to  me  that 
if  we  had  had  proper  administration  and  if  we  had  been  making  the 
progress  which  we  might  justifiably  expect  from  such  an  extensive 
program,  that  we  would  be  in  better  shape  today  in  Afghanistan 
than  Ave  are. 

I do  feel  reassured  that  you  recognize  the  acuteness  and  the  severity 
of  that  situation  in  Afghanistan  and  that  you  propose  to  do  some- 
thing about  it. 

It  requires  drastic  action,  but  the  thing  that  worries  me  is  that  after 
spending  all  this  money,  and  I am  confining  my  remarks  just  to  Af- 
ghanistan, although  obviously  the  same  conditions  may  obtain  in 
other  countries,  AAThere  Ave  have  spent  so  much  money,  I feel  keenly 
that  we  are  losing  this  cold  Avar. 

Now,  what  do  we  do  to  nt  least  hold  the  line  and  break  even  with 
the  Soviets  ? What  do  we  do  ? 

RUSSIAN  EXPENDITURES 

Mr.  Barroavs.  I would  like  to  say  this,  Senator:  This  is  a country 
where  the  Russians  are  spending  much  more  money  than  we  are. 

Senator  Dworshak.  They  have  just  started  spending  the  money. 
They  have  not  spent  much,  have  they  % 

Mr.  Barroavs.  Yes,  they  have  spent  a good  deal.  They  have  com- 
mitted more  than  we  have. 

Senator  Dworshak.  They  have  committed  all  oArer  the  world  and 
never  did  any  good. 
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Mr.  Bahrowb.  In  this  instance  I have  seen  the  evidence  that  they 
are  performing. 

TRANSIT  PROJECT 

Senator  Dworsiiak.  On  this  transit  project  at  t he  present  time, 
are  you  planning  to  go  ahead  or  is  there  some  possibility  we  may  can- 
cel out  ou  t hat  particular  program  ? 

Mr.  Bakrow8.  I don’t  tliink  we  will  cancel  out. 

Senator  Dworsiiak.  You  are  going  ahead  as  originally  planned? 
Mr.  Barrows.  Yes. 

I will  say  we  are  going  ahead  to  the  limit  of  the  available  funds 
committed  which  means  that  we  can  certainly  do  the  first  section. 

Senator  Dworsiiak.  But  which  may  be  inadequate  for  the  overall 
project? 

Mr.  Barrows.  Which  will  still  be  vcrv  useful. 

Senator  DwonsiiAx.  IIow  many  miles  are  involved  in  the  transit 
projects  ? 

Mr.  Barrows.  200, 1 believe. 

Senator  Dworsiiak.  When  you  say  the  first  section,  how  much  is 
that? 

Mr.  Barrows.  Seventy.  It  will  connect  the  city  of  Kandahar  and 
airport  of  Kandahar  with  the  Pakistan  Railway  on  the  Pakistan 
border. 

Senator  Dworsiiak.  Has  any  of  the  actual  construction  been  done 
yet? 

Mr.  Barrows.  No,  sir ; but  the  surveys  are  com  pleted . 

You  see,  this  is  a paving  job  only  at  that  section  so  that  the  basic 
road  work  has  been  done. 

Senator  Dworsiiak.  Is  that  done  with  our  help  and  assistance,  or 
did  the  Afghanistans  do  it  themselves? 

Mr.  Barrows.  That  was  done  under  one  of  Morrison-Knudsen  con- 
tracts, I believe.  I don’t  believe  there  was  ICA  administered  money 
in  it  although  there  may  have  been  U.S.  funds. 

STATUS  OF  HELM  AND  VALLEY  PROJECT 

Senator  Dworsiiak.  What  is  the  current  status  of  the  Helmand 
Valley  reclamation  project? 

Mr.  Barrows.  That  was  largely  financed  by  the  Afghanistans  them- 
selves, and  by  an  Export- Import  Bank  loan. 

In  recent  years  we  have  put  in  some  money.  Current  proposals 
are  to  provide  help  in  the  management  side  of  it. 

Senator  Dworsiiak.  Is  it  in  operation  now  ? 

Mr.  Barrows.  Yes. 

Senator  Dworsiiak.  Is  it  proving  a success? 

Mr.  Barrows.  It  has  just  been  evaluated  by  an  official  of  our  Bureau 
of  Reclamation,  who  says  it  is  a sound  project  if  soundly  adminis- 
tered,   . 

Senator  Dworsiiak.  Have  we  assumed  the  responsibility  for  teach- 
ing them  how  to  operate  it? 

Mr.  Barrows.  Not  the  responsibility,  but  we  have  indicated  a will- 
ingness to  help  them. 

Senator  Dworsiiak.  I am  greatly  encouraged  that  with  your  back- 
ground you  are  going  to  approach  in  a realistic  way  some  of  these 
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problems  in  the  urea  of  the  Near  East  and  south  Asia,  because  that  is 
a poi  nt  where  we  face  a serious  threat. 

Wo  read  every  day  ultout  the  cond  itions  in  southeast  Asia. 

I think  you  have  accepted  a very  great  responsibility  and  I certainly 
hope,  if  you  expect  to  have  any  support  from  the  Congress  in  the 
provision  of  funds  and  in  the  continuance  of  some  of  theso  projects, 
that  you  come  in  with  factual  information  so  that  we  know  what  is 
going  on. 

Thank  you,  Mr.  Chairman. 

Chairman  Hayden.  Senator  A llott. 

Senator  A llott.  Mr.  Chairman,  I will  be  very  brief. 

I want  to  direct  my  remarks  to  Afghanistan,  too,  so  that  you  will 
know  what  I am  talkin  g about. 

I realize  that  you  have  many  difficulties  in  a country  where  you  aie 
openly  in  competition  with  the  Russians  as  you  are  in  Afghanistan. 

(Discussion  off  the  record.) 

Sir.  Harrows.  Thank  you,  Mr.  Chairman,  very  much. 

Discrimination  by  Foreion  Governments  Against  American  Citizens 

Chairman  Hayden.  A letter  on  the  subject  of  discrimination  against 
American  citizens  will  be  inserted  in  the  record. 

(The  letter  referred  to  follows :) 

Tiie  American  Council  tor  Judaism. 

New  York,  N.Y.,  August  IS,  1959. 

Hon.  Carl  Hayden, 

Chairman,  Benate  Appropriations  Committee, 

Senate  Office  liuilding , Washington,  D.C. 

My  Dear  Senator:  The  Jewish  Telegraphic  Agency’s  Dnlly  News  Bulletin 
for  August  13  reports  on  the  discussion,  before  your  committee,  of  the  amend- 
ment introduced  by  Senator  Wayne  Morse,  recommending  some  action  against 
Saudi  Arabia  In  an  effort  to  correct  the  situation  which  leads  to  discrimination, 
In  that  country,  against  Americans  of  Jewish  faith. 

The  American  Council  for  Judaism  was,  perhaps,  the  first  voluntary  organiza- 
tion of  American  citizens  to  call  attention  to  this  situation  when,  in  11)88,  we 
submitted  a detailed  memorandum  to  the  late  Secretary  of  State,  John  Foster 
Dulles.  A copy  of  this  memorandum  is  enclosed. 

If  you  can  find  the  time  to  read  this  document,  I believe  It  will  indicate  to  you 
certain  aspects  of  this  problem  which  are  of  a more  fundamental  and  complex 
nature  than— Judging  by  the  reports  I have  seen— have  been  advanced  by 
Senator  Morse  or  any  of  the  pro|H>nents  of  his  resolution. 

The  fundamental  fact — clearly  delineated  in  onr  memorandum — is  that  the 
State  of  Israel,  plus  its  appendage  of  the  Zionist  movement,  has  advanced  an 
ideology  and  certain  specific  legislative  acts  which  automaticnlly  presume  to 
assign  to  all  Jews,  regardless  of  their  legnl  citizenship,  certain  rights  in  the 
State  of  Israel  in  matters  of  immigration  and  acquisition  of  nationality.  These 
rights  are  not  possessed  by  citizens  of  the  same  countries  who  nre  of  faiths  other 
than  Judaism. 

The  further  fact  is  thnt  this  presumption  has  been  established  over  the 
protests  of  many  Jews — American  citizens — who  reject,  unreservedly  and  en- 
tirely, the  whole  Israel-Zlonist  definition  of  “Jewish”  nationality. 

For  more  than  Id  years  the  American  Connell  for  Judaism  lias  built  a public 
record  of  such  protest  and  rejection ; although  its  record  is  preceded  by  the 
protests  of  distinguished  American  Jews  as  far  bade  as  1917-18,  when  the  U.S. 
Government  was  faced  with  the  question  of  recognizing  and  supporting  the 
Balfour  Declaration. 

What  is  involved  in  the  present  situation  in  Saudi  Arabia — and  in  other  Arab 
States  as  well — is  an  official  acquiescence  by  the  governments  of  these  states  in 
tliis  Israel-Zionist  definition  of  extra-territorial  nationality  for  all  Jews,  sug- 
gesting and,  in  fact,  legislating  for  all  Jews  certain  real  or  potential  rights 
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In  the  State  of  Israel,  not  possessed  by  people  of  other  faiths  who  ore  citizens 
of  the  same  countries  ns  these  people  of  Jewish  faith. 

Let  me  be  very  explicit  about  the  position  of  the  council.  The  council  recog- 
nizes the  fact  that  any  sovereign  state — Israel  or  Saudi  Arabia— la  free  to 
enact  internal  legislation  without  Interference  from  other  nations.  But  the 
council  has  contended  that  whenever  such  legislation  transcends,  in  impact, 
the  citizens  of  such  a foreign  sovereignty  and  draws  distinctions  between  Ameri- 
cans on  the  basis  of  religious  faith,  the  U.S.  Government  not  only  ought  not 
acquiesce;  it  is  obligated  to  take  proper  and  necessary  corrective  action  against 
any  pnrt  of  such  legislation  of  a foreign  state  which  does  so  discriminate.  As 
our  memorandums  show,  we  have  vigorously  protested  against  any  acquiescence 
by  the  Government  of  the  United  States  in  this  automatic  acceptance,  by  Arab 
nations,  of  this  Zionist  definition  of  “Jewish”  nationality  for  Americans  of  Jew- 
ish fnith.  And  the  council  has  protested,  no  less  vigorously,  against  any  similar 
acquiescence,  by  the  U.S.  Government,  in  the  application,  by  the  State  of  Israel, 
of  this  same  unilateral  definition  of  “Jewish”  nationality  to  Americans  of 
Jewish  faith. 

We  were,  in  this  connection,  particularly  gratified  earlier  this  year,  with  a 
small,  but  perhaps  a precedent-making  recognition  of  our  position,  in  an  official 
publication  of  the  U.S.  Government;  a booklet  entitled  “When  You  Go  Abroad — 
Information  for  Bearers  of  Passports.”  The  publication  is  officially  issued  by 
the  Passport  Office  of  the  Department  of  State. 

On  pages  76-77  of  the  edition  dated  September  1958  (revised),  American 
citizens  are  told  the  following,  under  the  subtitle,  “Israel”: 

“The  following  advice  regarding  the  possibility  of  acquisition  of  Israeli 
nationality  and  liability  for  Isrnell  military  service  fa  based  upon  legislation 
of  the  State  of  Israel  which,  in  its  application  to  nationals  of  other  states,  in- 
cluding the  United  States,  is  limited  to  persons  of  the  Jewish  faith.  The  issuance 
of  this  advice  does  not  imply  concurrence  in  or  agreement  with  any  legislation 
which  distinguishes  between  V S.  citizens  on  the  basis  of  their  religious 
faith.”  [My  emphasis.] 

There  follows  an  agenda  of  items  in  which,  under  certain  conditions,  Americans 
of  Jewish  faith — but  no  other  Americans — may  become  involved  during  presence 
on  Israeli  territory.  These  include  requirement  “to  perform  military  service 
either  in  the  regular  or  reserve  forces  of  Israel”  with,  of  course,  consequent  loss 
of  U.S.  citizenship  (p.  79).  Also  Included,  because  of  the  “automatic  operation” 
of  the  Israeli  nationality  law  of  July  14, 1952,  is  the  requirement  for  Americans 
of  Jewish  faith,  under  certain  conditions  which  apply  to  no  other  Americans,  to 
disavow  “specifically,”  “any  intention  of  becoming  Israeli  nationals.” 

For1  a detailed  exposition  of  our  interest  in  this  official  warning  to  Americans 
of  Jewish  faith,  I call  your  attention  to  the  article,  on  page  35,  of  the  enclosed 
copy  of  our  publication  “Issues.” 

The  council  has  contended  that  this  Israeli  legislation  draws  a distinction 
between  Americans,  on  the  basis  of  religious  faith.  The  sentence  from  the  book- 
let of  the  Passport  Office,  quoted  above — “The  issuance  of  this  advice  does  not 
imply  concurrencee  in  or  agreement  with  any  legislation  which  distinguishes 
between  U.S.  citizens  on  the  basis  of  their  religious  faith” — would  seem  to  confirm 
our  contention. 

Our  motives  in  calling  the  full  context  of  this  problem  to  your  attention — 
as  well  as  our  motives  in  submitting  our  1955  memorandum— are  not  to  penalize 
any  nation  friendly  to  our  own  country;  or  to  exacerbate  our  country’s  difficult 
role  In  the  grim  responsibilities  it  has  in  the  cold  war.  Our  single-minded  moti- 
vation is  to  attempt  to  safeguard  the  integrity  of  the  natonality  status  of  Ameri- 
cans of  Jewish  faith  against  these  admitted,  “automatic”  encroachments  by  any 
foreign  nation  and  its  extraterritorial  concept  of  a racially  or  religiously  based 
nationalism. 

Our  record  shows  that,  in  principle,  we  agree  with  the  spirit  of  Senator  Morse’s 
resolution  insofar  as  it  protests  against  religious  discrimination  practiced  against 
American  citizens.  But  I repeat  our  belief  that  this  is  only  a fraction  of  a prob- 
lem of  such  dimensions  It  probably  deserves  important  attention,  on  its  own  merit, 
and  requires  more  than  a recommendation  for  punitive  action,  as  a kind  of  rider, 
on  legislation  geared  to  other  broader  and  generally,  unrelated  considerations  of 
our  country  in  the  cold  war. 

If  I may  be  of  any  further  assistance  to  you  In  this  matter,  please  feel  free 
to  call  upon  me. 

Very  respectfully  yours. 


Elmeh  Beegee. 
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COMMITTEE  EECEflB 

Chairman  Hayden.  If  there  is  no  further  business  we  thank  you 
gentlemen  for  your  appearance  here. 

Mr.  Barrows.  Thank  you. 

Chairman  Hayden,  We  will  stand  in  recess  now  until  10 : 30  tomor- 
row  morning. 

(Thereupon,  at  12:40  p.m.,  Thursday,  August  13,  1959.  the  com- 
mittee was  recessed,  to  reconvene  at  10:30  a.m.,  Friday,  August  14, 
1959.) 
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FRIDAY,  AUGUST  14,  1959 

U.  S.  Senate, 

Committee  on  Approfbiattons, 

Washington,  D.C. 

The  committee  met,  pursuant  to  recess,  at  10 : 30  a.m.,  in  room  1224, 
New  Senate  Office  Building,  Hon.  Carl  Hayden  (chairman  of  the  com- 
mittee) presiding. 

Present:  Chairman  Hayden,  Senators  Ellender,  Saltonstall, 
Young,  and  Dworshak. 


MUTUAL  SECURITY 

LATIN  AMERICA 

STATEMENTS  OP  WILLIAM  P.  SNOW,  DEPUTY  ASSISTANT  SECRE- 
TARY OF  BUREAU  OF  INTER- AMERICAN  AFFAIRS,  DEPARTMENT 
OF  STATE;  ROLUN  S.  ATWOOD,  REGIONAL  DIRECTOR,  OFFICE  OF 
LATIN  AMERICAN  OPERATIONS,  INTERNATIONAL  COOPERATION 
ADMINISTRATION;  BRIG.  GEN.  FREDERICK  0.  HARTEL,  DIREC- 
TOR, WESTERN  HEMISPHERE,  REGIONAL  OFFICE,  INTER- 
NATIONAL SECURITY  AFFAIRS,  DEPARTMENT  OF  DEFENSE; 
ACCOMPANIED  BY  J.  E.  MURPHY,  INSPECTOR  GENERAL  AND 
COMPTROLLER,  MUTUAL  SECURITY,  DEPARTMENT  OF  STATE; 
AND  CHARLES  H.  SHUFF,  DEPUTY  ASSISTANT  SECRETARY  FOR 
MILITARY  ASSISTANCE  PROGRAMS,  OASD/ISA,  DEPARTMENT  OF 
DEFENSE 

General  Statement 

Chairman  Hayden.  The  committee  will  please  be  in  order.  The 
first  witness  this  morning  is  Sir.  William  P.  Snow,  Deputy  Assistant 
Secretary  of  State  for  Inter-American  Affairs. 

I understand,  Mr.  Snow,  you  have  had  a wide  experience  in  Latin 
America  and  speak  Spanish  like  a native. 

Mr.  Snow.  Mr.  Chairman,  I have  that  wide  experience.  I do  speak 
Spanish,  but  I cannot  say  I speak  it  like  a native. 

Chairman  Hayden.  Maybe  there  is  a little  trouble  with  your  accent. 
We  shall  be  pleased  to  hear  from  you,  sir. 

Mr.  Snow.  Thank  you,  Mr.  Chairman. 

With  your  permission  I will  read  my  prepared  statement. 

I would  ask,  if  I may,  that  the  statements  of  General  Hnrtel  of  the 
Department  of  Defense,  and  of  Mr.  Rollin  Atwood  of  the  Interna- 
tional Cooperation  Administration  be  accepted  for  the  record. 
Chairman  Hayden.  That  may  be  done. 
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(The  statements  refer  red  to  appear  on  p.  393.) 

Mr.  Snow.  Mr.  Chairman  and  members  of  tne  committee,  I am  ap- 
pearing before  the  committee  in  support  of  the  Latin  American  por- 
tion of  the  mutual  security  program  for  fiscal  year  1960.  We  are  re- 
questing somewhat  of  an  increase  over  fiscal  year  1959  in  technical 
cooperation  funds  for  a total  of  $43.7  million,  while  our  request  for 
special  assistance,  amounting  to  $27.6  million,  is  comparable  to  the 
amount  now  programed  for  1959. 

SEASON  FOB  INCREASED  RE^UEuT 

The  increased  request  of  $95.6  million  for  military  assistance  is  due 
in  significant  part  to  a change  in  the  method  of  presenting  the  figures 
this  year. 

More  than  25  percent  of  the  increase  over  fiscal  year  1969  actually 
represents  reimbursable  credit  financing  which  wifi  not  be  a net  ex- 
penditure on  our  part. 

In  addition,  as  in  recent  years,  we  are  requesting  $1.5  million  as 
our  yearly  contribution  to  the  technical  cooperation  program  of  the 
Organization  of  the  American  States, 

The  mutual  security  program  as  it  affects  Latin  America  consists 
primarily  of  technical  cooperation,  special  assistance,  and  military 
assistance,  but  it  also  envisions  access  to  the  loan  availability  of  the 
Development  Loan  Fund  and  possibly,  although  unforeseen  at  this 
time,  access  to  the  President’s  contingency  fund  to  meet  special  situa- 
tions which  may  arise. 

IMPORTANCE  OF  LATIN  AMERICAN"  PROGRAM 

We  attach  great  importance  to  the  continuation  of  our  Latin  Ameri- 
can program,  which  serves  our  objective  of  providing  instruction  and 
inservice  training  in  the  skills  necessary  for  an  orderly  development 
of  the  economy  of  the  area,  provides  at  least  minimal  budgetary  and 
balance  of  payments  support  to  those  countries  in  which  dislocation  of 
the  economy  is  most  critical ; supplies  developmental  credit  leading  to 
a more  rapid  expansion  of  the  economies,  and  assists  some  of  the 
countries  the  better  to  assume  their  responsibility  in  hemispheric 
defense. 

The  amounts  requested  by  the  executive  branch,  as  set  forth  in  the 
first  paragraph,  represent  those  considered  essential  for  the  orderly 
development  of  the  program  and  its  minimum  expansion  consistent 
with  the  needs  of  the  area.  Much  careful  thought  on  the  part  of  the 
department  and  the  respective  country  teams  under  the  guidance  of 
our  ambassadors  went  into  the  estimates  of  needs  and  any  significant 
reduction  of  the  funds  requested  will,  of  course,  cause  a reshuffling 
and  curtailment  of  the  program  and  make  more  difficult  or,  at  least, 
delay  the  attainment  of  certain  of  our  objectives  in  Latin  America. 

TECHNICAL  ASSISTANCE 

I was  gratified  to  note  that  in  the  field  of  technical  assistance  the 
authorization  bill  left  the  total  worldwide  executive  request  un- 
changed. Subsequent  congressional  action,  however,  has  given  us 
cause  for  concern. 

I hope  that  final  action,  on  the  appropriation  bill  will  be  consistent 
with  the  authorized  level. 
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Since  it  is  widely  accepted  that  increased  developmental  credit,  both 
private  and  public,  to  Latin  America  through  tlio  various  national 
and  international  sources  available  is  important;  it  is  imperative  that 
we  also  develop  effectively  the  human  and  institutional  resources  of 
the  area  necessary  to  absorb  and  utilize  this  capital  flow. 

This  we  have  been  doing  and  hope  to  continue  to  do,  through  a 
sharing  of  our  technical  and  organizational  experiences. 

Our  request  for  technical  cooperation  fundc  Tor  fiscal  year  1960  is 
approximately  25  percent  higher  than  for  f.^-nl  year  1959,  this  increase 
representing  an  attempt  to  comply  wtth  specific  project  requests  by 
Latin  American  governments,  involving  projects  which  seem  highly 
constructive. 

Mutual  security  pifigram  funds  authorized  by  Congress  for  military 
and  special  assistance  are  substantially  less  than  the  global  amounts 
requested.  Subsequent  action  by  the  House  has  resulted  in  still 
further  cuts. 

If  the  House  appropriation  level  is  maintained,  I anticipate  serious 
effects  upon  our  Latin  American  program. 

TECHNICAL  COOPERATION 

There  is  a well-developed  awareness  in  Latin  America  that  one  of 
the  major  obstacles  to  economic  advancement  lies  in  a shortage  of 
managerial  and  technical  skills  throughout  the  area. 

RESOLUTION  OF  ORGANIZATION  OB’  AMERICAN  STATES 

The  Organization  of  American  States  has,  in  fact,  approved  a reso- 
lution which  reads  in  pertinent  part: 

One  of  the  most  serious  obstacles  to  the  formation,  promotion,  and  execution 
of  economic  development  programs  and  policies  in  (Latin)  America  is  the  lack 
of  sufficient  high-level  technicians  in  the  bnsle  specialized  fields  related  to  the 
problems  of  development.  ♦ * * 

We  feel  that  our  technical  cooperation  program  in  Latin  America, 
the  oldest  of  such  programs,  dating  back  to  1942,  has  done  much  to  spur 
this  awareness  or  need  on  the  part  of  the  American  Republics. 

We  have  cooperated  with  them  in  bringing  about  increased  and  more 
variegated  agricultural  production ; have  helped  them  to  build  high- 
ways and  to  learn  the  use  of  modern  mechanical  equipment;  have 
assisted  them  in  the  construction  and  operation  of  hospitals  and  other 
public  health  facilities,  and  have  trained  technicians  in  this  field. 

We  have  also  aided  in  strengthening  their  educational  facilities 
in  order  that  technical  and  scientific  education  may  be  provided  along 
with  the  traditional  study  of  the  humanities  which  nas  for  so  long  been 
a dominant  feature  of  Latin  learning. 

In  addition,  we  have  provided  assistance  in  self-help  housing  pro- 
grams to  enable  humble  families  to  provide  themselves  with  more 
suitable  dwellings,  and  technical  cooperation  in  a number  of  other 
fields  in  which  we  believe  we  are  making  a very  real  contribution  to 
the  economic  and  social  betterment  of  the  recipient  countries. 

STUDY  OF  BUSINESS  AND  PUBLIC  ADMINISTRATION 

Outstanding  among  these  other  fields  is  our  contribution  toward  the 
development  of  modem  teclmiques  in  the  science  of  business  and  public 
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administration,  a subject  which  lias  been  largely  neglected  in  Latin 
America  until  recently. 

For  example,  the  ICA  project  for  establishing  a school  of  business 
administration  in  Sao  Paulo  was  started  in  cooperation  with  the 
Getulio  Vargas  Foundation. 

Commencing  in  1954,  the  school  developed  intensive  courses  for 
executive  and  managerial  personnel  and  for  undergraduate  study  in 
business  administration. 

December  1958  marked  the  completion  of  the  first  4-year  under- 
graduate program.  The  graduation  ceremony  for  some  20  Brazilian 
students  took  place  at  the  same  time  as  the  laying  of  the  cornerstone  for 
the  new  building  for  the  Sao  Paulo  Business  School,  a wholly  Brazilian 
financed  undertaking. 

Among  other  accomplishments,  intensive  13-week  courses  have  been 
given  to  nearly  600  Brazilian  executives,  and  the  Brazilian  faculty  has 
assumed  primary  responsibility  for  conducting  the  courses. 

This  school  is  the  first  one  in  Latin  America  to  offer  a 4-year  under- 
graduate program  in  business  administration,  and  it  enjoys  a high 
reputation  among  the  business  and  official  community. 

In  a recent  public  address,  the  director  of  the  Brazilian  Budget  and 
Civil  Service  System  stated  that  the  business  school  at  Sao  Paulo,  the 
first  of  its  kind  in  Latin  America,  has  become  a concrete  example  of 
cooperation  provided  by  point  4. 

At  the  graduation  ceremony,  the  Minister  of  Education  and  Culture, 
in  expressing  his  thanks  to  Brazil’s  American  friends,  emphasized  that 
without  our  assistance,  both  financial  and  technical,  it  would  not  have 
been  possible  to  build  up  an  institution  of  this  sort  in  which  state  and 
Federal  governments  join  forces  to  insure  its  success. 

A furtner  indication  of  the  school’s  growing  prestige  outside  Brazil 
is  a recently  signed  contract  between  the  Pan  American  Union  and 
the  school  to  provide  intensive  course  training  for  20  students  per 
semester  from  all  over  Latin  America. 

SCHOLARSHIP  PROGRAM 

Through  our  scholarship  program  we  have  placed  hundreds  of 
Latin  American  students  or  technicians  in  our  higher  institutions  of 
learning,  or  with  leading  industrial  establishments  for  intensive  tech- 
nological training.  These  students  and  technicians  have  subsequently 
returned  to  their  homelands  to  share  their  skills  with  their  com- 
patriots. In  this  way  the  benefits  of  our  original  training  reach  a 
much  wider  circle  at  no  additional  cost. 

Through  such  scholarships  and  through  daily  contact  with  U.S. 
technicians  in  the  field,  thousands  of  Latin  Americans  have  had  an 
opportunity  to  become  familiar  with  the  U.S.  culture  and  technical 
know-how  and  have  learned  something  of  our  ideals  and  way  of  life. 

/SPECIAL  ASSISTA ISCE 

The  use  of  grant-in-aid  in  Latin  American,  other  tlian  that  of  a 
regional  nature,  has  been  restricted  to  three  countries  and  1ms  been 
utilized  primarily  to  assist  those  countries  beset  by  economic  ills 
which  they  are  temporarily  unable  to  cure  by  their  own  measures. 

At  the  present  time  it  is  being  extended  to  allay  the  effects  of  serious 
balance  of  payments  or  budgetary  problems  until  such  time  as  the 
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recipient  countries  are  able  to  carry  out  measures  to  restore  economic 
balance. 

We  are  convinced  that  prompt  assistance  on  our  part  has  been 
instrumental  in  averting  economic  and  political  chaos  in  more  than, 
one  case.  We  can  demonstrate,  in  addition,  that,  special  assistance 
has  also  made  a notable  contribution  to  the  broadening  of  a country’s 
economic  potential. 

IMI’HOVBMKNT  OF  lit  AN  STOHTATION  FACILITIES 

For  example,  in  Bolivia,  in  1954,  it  was  concluded  that  improve- 
ment of  transportation  facilities  linking  the  productive  agricultural 
areas  with  the  centers  of  population  would  be  one  of  the  best  con- 
tributions that  could  be  made. 

The  work  of  the  road  servicio  was  begun  in  1954  with  special 
assistance  funds.  At  that  time  most  of  the  13,000  kilometers  of  roads 
in  Bolivia  were  in  extremely  bad  condition,  especally  during  the 
rainy  season.  Several  were  dosed  to  automotive  traffic  for  5 to  6 
months  out  of  every  year,  and  some  were  impassible  at  any  time 
except  by  jeeps  and  beasts  of  burden. 

The  road  servicio  which  has  become  the  highway  maintenance 
organization  within  tho  Bolivian  Government,  has  trained  its  own 
engineers  and  foremen  and  today  employs  approximately  3, GOO  Boli- 
vian laborers. 

Only  nine  U.S.  advisers  are  now  associated  with  this  project  which 
operates  throughout  the  country. 

Approximately  3,500  kilometers  of  roads  in  7 districts  in  Bolivia  are 
being  maintained  and  kept  up  13  months  in  the  year  by  the  servicio. 

During  1958,  over  1,800,000  tons  of  produce  moved  over  these  roads 
as  contrasted  with  678,000  tons  in  1957,  and  408  tons  in  1956. 

Since  over  50  percent  of  the  tonnage  lias  been  agricultural  produce, 
it  means  that  there  has  been  an  increase  of  over  350  percent  in  a 2-year 
period  in  the  agricultural  production  reaching  the  market. 

DEMAND  FOR  AGRICULTURAL  INFORMATION 

Chairman  Hayden.  I had  an  opportunity  to  talk  to  a citizen  of 
Arizona  who  had  been  a county  agent  in  my  State  and  then  served, 
I think,  for  some  2 yen)  a Bolivia.  He  told  me  about  the  eagerness 
of  the  Bolivian  farmers  * acquire  American  agricultural  information 
and  particularly  he  mentioned  the  value  of  these  roads  because  it  made 
possible  communication  from  the  high  country  to  the  low  country. 

In  the  low  country  there  was  valuable  agricultural  lands  capable 
of  cultivation,  but  these  lands  had  been  inaccessible  on  account  of  the 
absence  of  roads. 

Have  the  Bolivians  moved  from  the  high  country  dow’n  to  the  low 
country  to  settle  those  new  areas  ? 

Mr.  Snow.  Sir,  they  have  to  some  extent,  and  they  will  do  so  more 
ns  the  roads  penetrate  those  regions,  so  that  it  is  feasible  for  them 
to  move  in  and  to  establish  themselves. 

Chairman  Hayden.  I understand  that,  below  the  main  chain  of  the 
Andes  there  is  ail  area  of  abundant  rainfall  and  a good  climate  suited 
to  agriculture  which  could  be  developed  if  it  were  opened  up. 
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Mr.  Snow.  That  is  true,  Senator;  there  is  a favorable  climate,  for 
instance,  in  the  region  of  Cochabamba,  the  second  largest  city  in  the 
country. 

When  you  get  down  from  the  plateau  as  far  as  Cochabamba  you 
perceive  the  fertility  of  the  soil  and  the  favorable  aspects  of  the  cli- 
mate and  you  realize  and  appreciate  very  fully  how  much  more  can 
be  done. 

SPECIAL  ASSISTANCE  TO  BOLIVIA  AND  HAITI 

Now  I continue  with  my  statement  on  page  7. 

This  year  in  addition  to  an  allocation  for  regional  use,  as  indicated 
on  page  278  of  the  presentation  book,  we  are  requesting  special  assist- 
ance funds  to  meet  emergency  situations  in  two  countries,  Bolivia 
and  Haiti. 

The  amounts  requested  for  these  two  countries  have  been  deter- 
mined after  intensive  study  of  their  minimal  requirements. 

Tn  both  countries,  precarious  economic  situations  exist,  character- 
ized by  budgetary  imbnlnnce,  acute  shortage  of  monetary  reserves, 
and  a critical  balance  of  payments  situation,  all  of  which  threaten 
the  continued  existence  of  constitutional  government  and  augur  seri- 
ous economic  and  political  disturbance  unless  aid  is  extended. 

In  the  case  of  each,  the  balance  of  payments  situation  has  been 
greatly  aggravated  by  the  decline  in  world  demand  and  prices  for 
their  major  export  commodities. 

Bolivia  has  traditionally  depended  upon  sales  of  tin  and  other 
nonferrons  metals  for  its  major  export  earnings,  while  more  than  60 
percent  of  Haiti’s  foreign  exchange  earnings  are  derived  from  coffee. 

Sagging  world  prices  for  these  commodities,  plus,  in  the  case  of 
Haiti,  n declino  of  about  40  percent  in  the  current  coffee  crop,  due  to 
cyclical  and  climatic  factors,  have  made  n severely  adverse  impact  on 
the  local  economies. 

Our  entire  aid  program  for  Bolivia  is  undergoing  a most  search- 
ing review  at  the  present  time  and  its  continuation  is,  of  course, 
based  on  the  assumption  that  the  Government  of  Bolivia  will  coop- 
erate fully  in  carrying  forward  appropriate  measures  to  restore  eco- 
nomic stability  through  its  own  efforts  as  well  as  with  our  help. 

The  long-term  solution  to  Haiti’s  problem  is  a broadening  of  the 
economic  base  and  stimulation  of  production.  Rising  standards  of 
living  will,  we  believe,  contribute  to  greater  social  ana  political  sta- 
bility. 

Meanwhile,  the  judicious  use  of  grant-in-aid  funds  requested  for  bal- 
ance of  payments  support  and  selected  developmental  work,  along 
with  long-term  loans  for  investment  in  basic  facilities  such  as  roads, 
power,  irrigation,  and  communications,  will  help  to  bridge  the  gap. 

inUTABT  ASSISTANCE 

The  military  assistance  program  we  have  presented  to  the  Congress 
this  year  is  a relatively  small  program,  taking  into  account  the  Bize  of 
the  area  and  the  important  TJ.S.  interests  the  program  is  intended  to 
serve. 

It  was  reviewed  carefully  many  times  before  it  was  submitted  to  the 
Congress,  in  order  to  insure  that  it  contained  only  the  minimum  items 
necessary  to  give  meaning  to  the  Rio  Treaty  and  meet  tT.S.  commit- 
ments. 
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The  Congress,  however,  has  required,  in  the  authorizing  legislation, 
that  the  funds  utilized  for  grant  military  assistance  during  fiscal 
year  I960  not  exceed  the  amount  of  funds  which  have  been  obligated 
or  reserved  for  military  assistance  for  Latin  America  in  fiscal  year 
1959. 

This  restriction  will  have  the  effect  of  limiting  to  about  $45  million 
the  amount  of  funds  that  can  bo  spent  this  fiscal  year  on  the  grant 
program.  This  means  that  our  request  to  the  Congress  for  about 
$71  million  in  funds  for  that  purpose — which  is  an  adjustment  of  the 
figuro  in  the  books  before  you— has  already  been  reduced  by  about 
$2(1  million. 

AMOUNTS  ALLOCATED  TO  CUBA  AND  NICARAGUA 


Senator  Samoxstali..  What  is  the  attitude  of  the  Government 
toward  (ho  difficulty  going  on  in  Cuba  today  and  accusation  back  and 
forth,  the  countercharges  and  so  on,  in  Nicaragua? 

How  many  arms,  for  instance,  have  wo  delivered  to  Nicaragua  for 
military  assistance?  How  many  arms  to  Cuba?  Is  this  revolution,  or 
whatever  you  cull  it,  the  fighting  that  is  going  on  down  there  now, 
being  assisted  through  arms  which  we  have  given  to  them? 

Mr.  Snow.  Senator,  to  respond  to  the  first  portion  of  the  question, 
could  I ask  you  what  period  you  have  in  mind?  Over  how  many 
years? 

Wo  have  had  military  assistance  agreements  with  Nicaragua, 
Cuba,  and  the  Dominican  Republic.  None  of  them  has  been  on  a large 
scale,  but  wo  have  had  them  for  the  pnst  several  years. 

Are  you  thinking  of  the  cumulative  total,  or  some  sot  period  of 
time? 

Senator  Saltonktai.l.  I am  thinking  of  the  cumulative  total. 

Mr.  Murphy. for  Nicaragua. 

Senator  Saltonstaix.  What  for  the  other  countries? 

Mr.  Murphy.  Cuba  is •,  and  the  Dominican  Republic, . 

Senator  Sai.tonhtall.  Thank  you,  Mr.  Murphy. 

What  is  your  answer  to  my  Question  with  relation  to  those  actual 
difficulties  going  on  today?  Want  would  he  the  attitude  of  the  De- 
partment it  Congress  gi  unts  the  money  this  coming  year? 

Mr.  Snow.  In  the  case  of  the  Caribbean  nations 

Senator  Saltonhtai.l.  I do  not  like  to  specify  any  one  nation. 


EXPORT  LICENSES  FOR  AHM8 

Mr.  Snow.  In  the  enso  of  the  Caribbean  nations,  for  over  a year 
now  we  have  been  proceeding  very  slowly  in  the  granting  of  export 
licenses  for  arms  and  in  the  movement  of  arms  through  our  mili- 
tary aid  program  with  the  very  thought  in  mind  that  we  did  not  wish 
to  be  contributing  to  the  political  tensions  which  obviously  existed  in 
the  area. 

We  wished  to  tako  particular  pains  to  see  that  we  were  not  aggra- 
vating tensions  by  making  arms  unduly  available. 

Please  have  in  mind  tfiough,  Senator,  that  these  countries  all  can 
and  do  obtain  arms  elsewhere.  We  are  by  no  means  the  only  source 
of  supply.  There  have  been  purchases  of  arms  in  Europe,  in  the 
European  countries,  during  the  past  year,  by  several  of  the  Caribbean 
countries  in  question. 
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In  response  to  the  latter  part  of  your  question,  Senator,  it  is  my 
considered  opinion,  and  I have  thought  about  this  quite  a bit  over  tho 
last  2 years,  that  our  military  assistance  program  has  not  been  respon- 
sible for  the  increase  in  tension  that  lias  developed  in  the  area  and  has 
not  contributed  to  revolutionary  movements. 

Senator  Salto xntaj.i..  Thank  you,  Mr.  Chairman. 

Chairman  Il  wnr.v.  You  may  proceed. 

NKKOS  IN  FIKLD  OF  MILITARY  ASSISTANCE 

Mr.  Snow.  I continue  with  tho  hist  paragraph  on  page  8 of  my 
statement : 

It  would  he  dillionlt  to  overstate  the  difficulties  which  have  been 
created  for  us  by  this  legislat  ion.  For  example,  we  have  a linn  com- 
mitment to  provide  one  of  the  countries  part ieipating  in  this  program 
with  designated  amounts  of  military  assistance,  and  will  require  about 
$22  million  for  this  purpose  in  fiscal  year  19(50. 

Wo  need  about  $1-1  million  to  rehabilitate  retired  U.S.  naval  vessels 
which  tho  last  Congress  authorized  for  loan  to  several  countries. 

Wo  require  about  $fH  5 million  for  training,  to  be  apportioned  among 
12  countries. 

We  should  have  about  $10  million  to  provide  ASW  aircraft  to  sev- 
eral countries  which  have  agreed  to  help  ns  defend  the  long  coaM lines 
of  the  hemisphere  in  time  of  war,  and,  dually,  we  need  to  spend  about 
$161,4  million  on  maintenance  support  required  to  protect  the  ILS. 
investment  in  equipment  which  wo  nave  since  1052  provided  countries 
participating  in  tins  program. 

Obviously,  it  will  not  he  possible  to  meet  all  of  these  requirements, 
which  we  consider  minimum,  within  the  limitation  imposed  by  tho 
authorizing  legislation.  This  limitation  will  unquestionably  retard 
the  preparations  wo  have  been  making  for  collective  defense  muter  the 
Rio  Treaty  and  make  it  difficult  to  meet  our  commitments  to  countries 
participating  in  this  program. 

I can  assure  von  flint  nnv  further  reductions  will  severely  aggra- 
vate tho  very  difficult  problems  already  created  by  (be  present  limi- 
tation and  bring  into  question  the  intentions  and  good  faith  of  tho 
United  States. 

Anv  further  reduction  will  have  a negative  effect  on  our  political 
ns  well  as  military  relations  in  some  countries  and  impair  our  ability 
to  maintain  important  military  facilities  and  IJ.S.  miltary  training 
missions  in  the  area. 

COLLECTIVE  HLMLspjlEKIO  DKFKNSR 

I believe  it  is  important  for  the  committee  to  understand  that  the 
underlying  theme  of  tho  Latin  American  program  is  collective  hemi- 
spheric defense.  The  assistance  we  provide  is  intended  for  use  whon 
the  countries  of  this  hemisphere  elect  to  net  together  against  an  ag- 
gressor. Collective  action  cannot  lie  carried  out  effectively  without 
advance  planning,  but  planning,  by  itself,  has  little  meaning  if  the 
participating  countries  do  not  have  some  capability  to  implement 
defense  plans, 

Latin  American  countries  nre  themselves  doing  much  to  develop  a 
capability  for  collective  military  action  under  the  Rio  Treaty. 
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Since  the  beginning  of  World  War  IT,  nml  especially  since  the 
Korean  war,  they  have  been  reorienting  their  armed  forces  in  the  di- 
rection of  collective  defense  of  the  hemisphere  as  a whole. 

i 

THAI XI NO  IN  lh8,  MILITARY  MCllOuJ.ri 

To  accomplish  this,  they  have  requested  U.S,  training  mission, 
which  are  now  assigned  to  18  countries,  and  are  sending  their  military 
personnel  to  the  U.S.  military  schools.  The  schools  maintained  by 
the  Army  and  Air  Force  in  the  (’anal  Zone  are  two  fine  examples  of 
the  type  of  project  supported  out  of  funds  appropriated  for  this 
program. 

At  these  Canal  Zone  schools,  Latin  American  military  personnel 
are  trained  in  a variety  of  skills,  including  communications  and  the 
maintenance  and  repair  of  vehicles  and  aircraft. 

When  thestudents  return  to  their  home  countries,  these  skills  are 
utilized,  not  only  to  serve  a military  purpose,  but,  also,  in  due  time, 
to  promote  the  economic  development  of  Judin  American  countries. 

UKFKN8K  MISSIONS  UN  11K II  RIO  TREATY 

Twelve  of  the  Latin  American  countries  have  designated  specific 
units  of  their  armed  forces  for  the  performance  of  collective  defense 
missions  under  the  Kio  Treaty.  Wo,  in  turn,  have  agreed  to  contribute 
some  of  the  equipment  and  training  required  for  the  maintenance  and 
effective  utilization  of  these  units. 


LATIN  AMERICAN  CUNTHIKI'TIONS  TO  TI1K  CNTIJ'II  STATUS 


Finally,  I believe  we  cannot  ignore  the  Latin  American  contribu- 
tion, during  World  War  II,  of  military  facilities  and  bases  which 
contributed  so  much  to  our  ability  to  niovo  safely  from  the  United 
States  to  Africa  and  Europe,  the  vast  convoys  of  U.S,  manpower  and 
supplies  that  were  required  to  win  the  war  overseas. 

Latin  American  countries  today  are  permitting  us  to  utilize  their 
territory  for  important  U.S,  facilities,  such  as  those  we  now  maintain 
in  the  area  in  connection  with  the  important  ICJiM  testing  program. 

In  closing,  I would  liko  to  emphasize  again  that  the  Latin  American 
program  is  designed  to  promoto  the  security  of  the  hemisphere  as  a 
whole,  including  tlio  security  of  the  United  States.  Wo  will  not  lie 
ablo  to  movo  forward  this  year  toward  the  attainment  of  this  objec- 
tive and  meet  existing  U.S.  commitments  if  further  restrictions, 
through  reductions  in  appropriations,  aro  ini  posed  by  the.  Congress. 

(The  statements  of  Brig.  Gen.  Frederick  0.  JInrtcl  and  Rollin  S. 
Atwood  follow:) 

Statement  of  Dm  a.  Gf.n.  Frederick  O.  Hartkl,  Director,  Western  Hemisphere 
Region  at,  Office,  Office  of  the  Assistant  Secretary  of  Defense  for  In- 
ternational Security  Affairs 

Mr.  Chnlrman  nnd  members  of  the  committee,  In  suptxirt  of  U.S.  policy  objec- 
tives wo  have  requited  $1X1.5  million  to  provide  military  assistance  to  I.ntlu 
Amelca  in  fiscal  year  IDflO.  Under  section  10") (h)  (4)  of  the  Mutual  Security 
Act  as  amended  by  the  Mutual  Security  Act  legislation  of  10u0,  the  aggregate 
amount  of  funds  which  may  be  obligated  or  reserved  during  fiscal  year  10(10 
for  furnishing  military  assistance  to  American  Republics  shall  not  exceed  the 
aggregate  amount  of  funds  obligated  or  reserved  for  such  purpose  dulng  fiscal 
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year  11130.  Tl^lw  restriction  will  allow  accomplishment  of  only  port  of  the  total 
requirements  programed  for  materiel  nnd  training  to  assist  specified  units  of 
tin1  12  eligible  Latin  American  ualiona  In  attaining  a combat  or  liability  to  par- 
ticipate In  the  furtherance  of  missions  directly  relating  to  the  common  defense  of 
the  Western  Hemisphere. 

Rlnoo  the  Inception  In  1031  of  military  assistance  to  Latin  American  nations 
under  the  mutual  security  program,  grant  assistance  has  been  reunited  by  law 
to  be  furnished  only  In  accordance  with  defense  plans  which  shall  have  been 
found  by  the  President  to  require  the  recipient  naliotiH  to  participate  In  missions 
important  to  the  defense  of  the  Western  Hemisphere.  The  President  on  February 
17.  1030,  made  the  determinations  for  fiscal  year  1030  nnd  fiscal  year  1000  pursu- 
ant to  section  103(b)  (4),  as  amended  In  105ft.  The  United  States  has  bilateral 
military  assistance  agreements  with  Brazil,  Chile,  Colombia,  Cuba,  Dominican 
Republic,  Ecuador,  flunlenmln,  Haiti,  Honduras,  Nicaragua.  Peru,  and  Uruguay. 

On  the  basis  of  the  President's  determination,  the  Department  of  Defense  rec- 
ommends continuation  of  the  military  assistance  programs  In  order  that  these 
12  countries  may  Improve  their  capabilities  for  effectively  accomplish  lag  military 
tasks  determin'd  by  the  Joint  Chiefs  of  Staff  to  lie  important  to  the  defense  of  the 
Western  Hemisphere  in  support  of  It. 8.  strategic  concept. 

The  maintenance  of  internal  security  m the  Latin  American  Republics  does  not 
come  within  the  purview  of  the  military  a v 1st  mice  program  in  Latin  America; 
therefore,  we  do  not  propose  In  this  projram  that  grant  assistance  he  provided 
for  that  purpose. 

In  supnort  of  U.S.  ohlectivcs  nnd  under  the  provisions  of  the  Mutual  Security 
Art  of  1034,  ns  amended,  the  United  Stn  os  has  programed  $205  minion  In  ma- 
teriel nnd  training  through  fiscal  year  10.  >0  to  the  12  Latin  American  countries 
which  have  bilateral  agreements  with  the  United  States.  Of  this  amount  It  Is 
estimated  that  $217  million  will  have  been  delivered  by  .Tune  .10,  1050,  leaving 
a balance  of  $4 ft  million  to  be  delivered  In  fl.'rnl  year  1000  nnd  later. 

Training  provided  In  IT.fi.  Armed  Forces  ti  lining  centers  nnd  schools  In  the 
United  States  nnd  the  Canal  Zone  Is  one  of  thi  most  lm|)ortnnt  objectives  of  the 
military  assistance  program.  Through  Deccmher  103ft.  0.004  courses  have  been 
completed  by  Latin  American  students  In  these  facilities  through  the  military 
assistance  program. 

Another  Important  aspect  of  attaining  onr  objectives  In  the  area  is  the  sale 
of  military  equipment  to  Latin  American  countries.  All  20  of  the  nations  are 
eligible  to  purchase  equipment  and  services  under  thr  mutual  security  military 
sales  program.  Under  this  program,  Latin  Am  eric.-,  a countries  have  purchased 
$172  million  through  .Tune  103ft. 

The  ms  lor  program  objective  accomplished  with  fiscal  year  1030  funds  was 
the  provision  of  the  first  Increment  of  the  special  program  for  Brazil.  Training 
and  a limited  amount  of  materiel  wbb  provided  in  support  of  those  military 
assistance  program  nnlta  which  aro  considered  necessary  for  hemisphere  de- 
fense. 

Despite  some  polUIcnl  unrest  In  the  Latin  American  area  during  the  past  year, 
the  United  States  has  received  the  continued  cooperation  of  our  Latin  American 
neighbors.  AH  countries  In  the  area  have  continued  to  support  free  world  policy 
and  action  In  the  United  Nations.  Brazil  nnd  the  Dominican  Republic  provided 
sites  In  which  we  operate  Important  stations  for  our  long-range  missile  prolectfl. 
Dub/l  continued  to  abide  by  Its  agreement  In  onr  operation  of  the  U.H,  Naval 
Base  at  OnantAnnmo  Bay.  U.S.  military  missions,  the  principal  envoys  of  U.S. 
policy  on  standardization  of  military  doctrine  nnd  equipment,  remain  prerlomi- 
nnnt  In  the  area. 

Under  the  terms  of  the  bilateral  military  assistance  agreements  between  the  12 
Latin  American  tin  Hons  and  the  United  States,  each  government  by  mutual 
agreement  makes  equipment,  materials,  services,  or  other  military  assistance 
available  to  the  support  of  hemispheric  defense  units. 

Each  country  contributes  in  accordnnce  with  Its  economic  nnd  military  capa- 
bility; similarly,  the  U.S,  contribution  varies  with  the  requirements  for  each 
country’s  military  contribution  to  the  hemisphere  defense  concept,  ns  well  ns 
economic  nnd  potential  military  capability.  Political  Implications  are  also  care- 
fully considered. 

TTie  United  States  has  heavy  worldwide  mltltnry  personnel  commitments  nnd 
will  have  few  military  forces  to  spnre  for  this  area  In  the  event  of  a major 
conflict.  Therefore,  it  will  be  n military  requirement  for  allied  forces  in  Latin 
America  to  nssist  the  United  States  in  protecting  the  hemisphere  Id  case  of  war. 
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During  World  War  II  U was  necessary  to  station  approximately  100,000  U.S. 
forces  in  Latin  America  In  order  to  protect  tills  area  aguluut  Nazi  aggression 
and  induration.  , , 

The  most  positive  threat  to  hemisphere  security  is  submarine  action  in  the 
Caribbean  Rea  mid  along  the  const  of  Latin  America.  We  can  expect  raider 
at  tucks  against  strategic  bases,  sea  communications,  and  coastal  Installations, 
and  the  mining  of  ports  and  approaches.  The  Jlseal  year  lUoO  program  request 
for  grant  assistance  will  provide  equipment  ami  services  to  continue  develop- 
ing an  antisubmarine  warfare  capability  to  counter  this  threat.  It  will  also 
provide  equipment  and  services  for  Air  Force  and  Army  units  which  protect 
the  airfields,  liases,  ant!  scujMirts  from  which  the  niitisuhinnrlne  warfare  units 
will  operate.  In  addition,  these  forces  will  provide  prelect  inn  for  ureas  of 
strategic  raw  materials,  lines  of  conumnileutionH,  and  strategic  liases. 

The  lineal  year  1UU0  request  of  million  represents  the  minimum  require- 
ment to  accomplish  our  ilsciil  year  lUlltl  program  objectives  for  Latin  America. 
Section  ll>r>{l>j  <-t).  as  amended  by  the  Mutual  Security  Act  legislation  of  HIM), 
will  not  allow  the  accomplishment  of  our  fiscal  year  1UU0  program  objectives  for 
Latin  America. 


Si’A’i nM knt  OF  Itoi.i.iN  S.  Atwihiu,  Regional  Director  wr  Latin  America, 
INJLKNAIIONAI,  COOPERATION  AOMINISTUATION 

Mr.  t'liainimn  and  members  of  the  committee,  it  Is  a privilege  for  me  to  appear 
once  more  before  tills  committee  in  stippurt  of  the  technical  cooperation  and 
special  assistance  programs  fur  Latin  America  for  iiscnl  year  IlkJO.  Oilier  wit- 
n eases  from  Defense  and  State  have  testilled  on  the  military  aspects  of  the  mutual 
security  program  ami  the  political,  social,  and  economic  situations  of  Latin 
America.  In  my  current  capacity  I have  been  privileged  to  appear  before  this 
committee  for  several  years  on  helmlf  of  the  uomnilltary  component  of  the  nnituul 
security  program  for  Latin  America.  In  prior  years  I attempted  to  explain  iu 
some  detail  the  baste  programing  procedures,  the  composition  of  programs,  their 
main  objectives  and  accomplishments.  This  year,  If  I may,  I should  like  to 
concentrate  on  (1)  the  basic  role  of  the  bilateral  program  as  related  to  the 
current  situation  In  the  region,  (2)  the  financial  aspects  of  the  progrum  and 
the  reiutive  contributions  of  the  United  States  uud  the  Latin  American  countries, 
(3)  current  activities  and  program  accomplishments,  and  (4)  proposed  Increases 
In  the  ftscnl  year  1960  program. 

(1)  BA B>0  HOLE  or  the  PROGRAM  IN  RELATION  TO  THE  CURRENT  SITUATION 

The  U.S.  technical  eoo|»eratlon  program,  for  which  we  are  requesting  943.7 
million  in  fiscal  year  10410,  is  operating  In  26  separate  and  distinct  countries  and 
dependent  territories  in  Latin  America.  This  program  consists  of  U.S.  contribu- 
tions to  ouch  of  the  20  country  programs.  During  the  last  12  months  I have 
personally  observed  the  programs  In  all  of  these  countries  except  Cuba  and  have 
discussed  the  programs  with  the  U.S.  country  teams.  I can  assure  the  committee 
that  each  couutry  or  territory  has  Its  owu  problems  and  its  own  program. 

Lutln  America  as  a whole  Is  at  a crossroads  in  its  development.  It  has  been 
caught  up  in  a dynamic  tide  of  economic  and  social  development  which  has  been 
accurately  described  by  many  aa  “a  whirlwind  industrial  revolution.”  It  has 
come  at  a time  when  some  countries  are  ready  for  development,  some  have  gained 
political  Independence  but  are  Just  beginning  to  break  tbe  shackles  of  feudalism, 
some  are  still  in  the  last  stages  of  gaining  political  independence  and  are 
struggling  for  truly  representative  institutions  and  governments. 

The  surging 
social,  and  poi 

democratic  ideals  and  concepts  In  this  hemisphere.  However,  unless  tangible 
evidence  is  readily  available  that  the  aspirations  of  Individuals  can  be  realised 
under  n free  enterprise,  democratic  approach,  then  this  great  and  growing  force 
could  become  susceptible  to  exploitation  by  enemies  of  the  free  world. 

Communist  efforts  at  Increased  Influence  In  Latin  America  cannot  be  under- 
stood If  we  limit  our  attention  to  headline-catching  bloc  probes  such  ns  the 
present  one  on  Berlin.  In  Jealously  guarding  tbeir  freedom  and  national  rights, 
Latin  American  countries  will  carefully  scrutinise  all  bloc  trade  and  aid  offers. 
We  must  also  recognise  tbe  short-term  advantage  available  to  the  bloc  since  they 
can  concentrate  on  seemingly  attractive  trade  and  aid  offers  primarily  designed  to 


pressure  of  tbe  people  of  Latin  America  for  rapid  material. 
Itlcal  advancement  can  be  a great  force  for  the  strengthening  of 
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attain  political  objectives.  Examples  of  bloc  offers  which  gain  political  favor 
are  the  recent  heavy  purchase  of  wool  In  Uruguay,  the  $100  million  credit  to 
Argentina,  and  offers  to  Bolivia  for  oltlleld  equipment  and  other  capital  goods. 

I,ntln  American  countries  must  simultaneously  assure  political  and  social 
ndvuuccment  to  meet  the  Increasing  demands  of  Its  people  for  a greater  role  in 
determining  their  own  destiny  and  for  demonstrable  progress  In  an  Improved 
level  of  living.  It  Is  esseutinl  that  each  country  establish  basic  institutions  to 
direct  souudly  its  economic  and  social  development.  The  technical  cooperation 
program  is  helping  In  this  great  task  hy  providing  an  international  exchange  of 
technical  knowledge  and  skills  and  hy  hclpiug  the  Latin  American  countries  to 
establish  the  Institutions  necessary  for  their  economic  development. 

Sjieclul  assistance  Is  another  vital  component  of  the  mutual  security  program  iu 
Latin  Amerlcu,  The  committee  will  note  that  we  make  use  of  special  assistance 
In  Lathi  America  only  in  selected  situations,  ns  evidenced  by  comparing  the  size 
of  the  proposed  fiscal  year  I960  program  ($27.6  million)  with  the  proposed  pro- 
gram for  technical  cooperation  ($43.7  million)  or  with  the  worldwide  proposed 
program  for  special  assistance  In  which  Latin  America  comes  In  for  little  more 
than  10  percent.  Under  present  cl  remit  stances  the  role  of  the  special  assistance 
program  In  Latin  America  is  to  help  prevent  economic  chaos  and  build  solid 
economic  foundations  in  Bolivia  and  Haiti,  Special  assistance  Is  also  being 
provided  certain  countries  for  the  training  and  equipment  of  engineering  con- 
struction units  and  for  public  safety  programs. 

It.  is  our  hope  and  belief  that  with  appropriate  guidance  and  assistance  pro- 
vided hy  the  mutual  security  programs,  the  Latin  American  countries  can 
maintain  their  rapid  pace  of  economic  and  social  development  along  democratic 
lines,  With  the  assistance  of  the  technical  cooperation  program,  the  Improving 
management  of  the  vast  human  and  natural  resources  of  Latin  America  will 
strengthen  steadily  Its  position  and  Importance  In  world  affairs.  It  Is  essential 
that  this  growing  power  and  inllneuce  remain  steadfast  to  the  cause  of  freedom. 

(2)  THE  FINANCIAL  ASPECTS  OF  TIIR  PKOOHAM  ! RELATIVE.  CONTHIHI  TIONH  OF  UNITED 
STATES  AM)  LATIN  AMERICAN  COl'NTIttES 

If  yon  will  allow  me,  I would  now  like  to  give  you  an  overall  view  of  the 
present  status  of  funds  of  the  mutual  security  program  la  Latin  America.  I have 
excluded  tlseiil  year  1959  funds  from  this  discussion,  us  It  Is  dillleult  to  give  n 
meaningful  account  of  n fiscal  year  which  ended  only  6 wtvks  ngo. 

On  page  3 of  the  regional  hook,  cumulative  obligations  for  1*0011011110  assistance 
to  Latin  America  from  July  1,  1951,  to  June  30,  1958.  are  shown  ns  totaling  $340 
million.  This  total  Is  cnni|Kised  of  $162.1  million  obligated  for  special  assistance 
and  $177.0  million  for  technical  cooperation. 

Of  the  cumulative  obligations  totnllnE  $340  million.  $30.0  million  or  lO.fS  per- 
cent remained  unliquidated  ns  of  May  31,  1050,  broken  down  as  follows:  $26.2 
million  In  special  assistance  and  $0.7  million  In  technical  cooperation.  The 
unliquidated  balance  In  the  technical  cooperation  program  represents  n normal 
minimum  pipeline  for  programs  of  this  type.  The  other  balance  is  partly  due 
to  clrcumwtnnces  of  various  kinds,  on  which  I know  the  committee  will  bo 
Interested  in  receiving  more  Inforrantlon. 

A tnrge  single  unex]*eiided  element  In  the  sjteclnl  assistance  category  Is  in  loans. 
Pursuant  to  seethm  1ST  of  Public  Lnw  726.  approved  In  July  1056,  IOA  signed 
loan  agreements  during  1067  with  seven  Latin  American  countries  totaling  *12.$ 
million,  and  gronted  $2  million  to  the  Organization  of  American  States  for  malaria 
eradication  and  to  Improve  the  facilities  of  the  Inter-American  Institute  of 
Agricultural  Sciences  In  Costa  Rlcn.  Out  of  the  $12.8  million  loan  program, 
$0  million  remained  unliquidated  as  of  May  81,  1059.  The  executive  branch  had 
not  programed  loan  funds  for  fiscal  year  1087:  IO A accordingly  lm<l  to  Rpcnd 
many  months  evaluating  country  requests  for  loans,  making  preliminary  studies 
necessary  to  develop  sound  projects,  nnd  negotiating  valid  loan  agreements  with 
the  seven  recipient  governments,  This  preparatory  phnsc  Is  now  well  behind 
us,  and  the  lonn  program  Is  presently  In  process  of  full  Implementation,  Satis- 
factory progr«*ss  has  been  made  on  several  projects,  on  which  I will  report  In  n 
Inter  section  of  this  statement  devoted  to  current  activities. 

In  the  balance  of  the  special  assistance  category,  there  remained  $17.2  million 
In  unliquidated  obligations  ns  of  May  31.  1959,  Of  this  amount,  $9.5  million 
represents  the  unliquidated  balance  of  the  program  of  grant  economic  aid  to 
Ountcjunln.  which  totaled  $40.6  million  from  Its  Inception  In  fiscal  year  1954 
through  fiscal  year  1958.  Part  of  the  delay  In  the  completion  of  this  program 
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If)  due  to  the  nature  of  this  program  nnrt  partly  to  the  turbulent  conditions 
which  have  prevailed  In  Guatemala  since  the  assassination  of  President  Castillo 
Arums  in  July  1057.  The  existence  of  nhnorimil  conditions  Inevitably  slow 
down  the  implementation  of  economic  programs.  It  should  be  noted  also  that 
the  greater  part  of  the  unliquidated  funds  in  the  (luateinula  program  (80  por- 
ceiit ) are  fun<ls  appropriated  In  fiscal  year  11)58.  We  do  not  consider  ns  unduly 
excessive  the  delay  In  Implementation  of  this  type  of  program,  which  Includes 
cadastral  land  surveys,  agricultural  credit,  laud  clearing  and  road  construction. 
I should  like  to  emphasize  that  no  grant  aid  program  for  Guatemala  was  re- 
quested  In  fiscal  year  11*51)  nor  this  year.  Economic  assistance  to  Guatemala 
Is  now  handled  by  loons,  not  grants. 

The  mutual  security  program  !u  Latin  America  Is  a eooperat I ve  program  In  the 
full  sense  of  the  word.  In  recent  years,  with  Increased  emphasis  on  strengthening 
the  basic  skills  and  Institutions  needed  la  sound  economic  development  efforts,  the 
contributions  of  (he  co< iterating  countries  have  constantly  Increased.  This 
voluntary  assumption  by  the  host  countries  of  a growing  share  of  basic  responsi- 
bilities applies  to  nil  phases  of  the  bilateral  program  including  Joint  jiersmuiel, 
joint  planning,  host  country  progrntn  operations,  and  joint  11  mu  icing. 

To  Illustrate,  contributions,  both  in  cash  and  in  kind,  by  the  I-atln  American 
cooperating  countries  to  the  technical  coo|K>riUlon  program  rose  from  $-10.8  million 
in  fiscal  year  Hi, "it!  to  $17.3  million  in  llscal  year  11)57,  reaching  to  approximately 
$53  million  in  fiscal  year  11)53.  We  anticipate  that  these  host  government  contri- 
butions may  go  us  high  as  $(50  million  in  fiscal  year  1050.  Contributions  by  the 
Latin  American  countries  are  not  limited  to  the  technical  cooperation  program, 
For  example,  against  the  $22.3  million  In  sjieclal  assistance  funds  which  ICA 
provided  to  help  the  Government  of  Guatemala  finance  the  construction  of  the 
Atlantic  and  Pacific  Slnpo  highways  In  Guatemala,  the  host  Government  com 
trlbuted  $517.4  million  In  addition  to  the  $18.2  million  In  lonn  funds  which  It 
obtained  from  the  World  Dank. 

Joint  personnel 

The  substantial  Increase  In  number  of  host  country  personnel  assigned  to 
Joint  activities  Indicates  not  only  the  growing  awareness  of  the  imimrtance  of 
these  projects  to  economic  development,  Imt  also  the  realization  by  the  host 
country  of  the  need  for  a larger  supply  of  trained  personnel.  The  majority  of 
the  technical  cooperation  projects  are  administered  under  the  eoo))erntlve  service 
device,  commonly  referred  to  as  a servlcio.  At  the  present  time,  there  are  53 
servldos  In  operation  hi  17  Latin  American  countries  and  one  dependent  territory 
In  the  Western  Hemisphere. 

A major  asiiect  of  the  projects  being  carried  out  by  the  cooperative  services  is 
that  of  providing  in-service  training  to  local  employees  working  on  these  projects. 
As  of  December  31,  1058,  there  were  some  10,500  local  employees  of  servicing. 
Of  these,  (1,085  are  classified  as  professional  or  subprofesslonal  |>ersonuel  who. 
In  carrying  out  their  assignments,  are  receiving  valuable  In-servlco  training  and 
on-the-job  experience.  Other  local  employees  of  the  servlclos  who  also  reecivo 
direct  or  indirect  training  In  connection  with  their  Jolw  Include  somo  3,0(50 
administrative  and  clerical  personnel.  Finally,  there  are  some  0,450  unskilled 
workers  or  laborers  working  ou  servlcio  projects,  utuny  of  whom  will  become 
skilled  workmen. 

These  10,500  local  employees  of  the  servlclos  are  under  the  technical  guidance 
of  500  U.S,  technicians  assigned  to  the  country  programs  for  that  puriwse. 

Joint  planning 

Since  basic  determinations  ns  to  development  approach,  pace,  nnd  emphasis 
must  bo  made  by  the  sovereign  countries  with  which  we  cooperate,  a serious 
problem  has  been  tho  general  absence  of  adequate  central  planning  entities.  Al- 
though much  moro  remains  to  be  done,  significant  strides  hare  been  taken  In 
meeting  this  problem  during  the  past  few  years.  Officially  designated  central 
planning  groups  hnvo  been  set  up  in  eight  countries,  nnd  plans  for  such  groups 
exist  in  several  other  countries. 

Host  countrg  program  operation t 

Another  very  important  element  in  tho  concept  of  the  cooperative  service 
program  Involves  tho  ruto  of  transfer,  or  turnover,  of  projects  to  nn  agency  of 
the  host  government  to  administer,  mnlntnin,  and  operate.  During  the  9-yenr 
period  from  January  1,  11*50,  through  Din-ember  31,  11*58,  a total  of  1,400  such 
projects  wore  completed  or  terminated  by  the  cooperative  services.  Of  this 


BEST  AVAILABLE  COPY 


398 


MUTUAL  SECURITY  APPROPRIATIONS,  1060 


number,  1,090  projects  were  taken  over  by  tlie  host  government  ministry  or 
agency  to  operate  and  maintain  on  ft  continuing  basis.  Yon  will  find  attached  to 
this  statement  a breakdown  table  of  these  projects  by  country,  and  a narrative 
sampling  giving  the  history  of  n number  of  projects  transferred  to  host  Govern- 
ments < annex  1). 

(8>  CURRENT  ACTIVITIES  AND  PROOUAM  ACCOM PMSII MKNTS 
Technical  cooperation 

The  technlenl  ctiopcrnllnn  program  Is  essentially  ft  training  and  demonstration 
program  which  applies  various  methods  In  transmitting  technical  knowledge 
nud  skills.  The  role  of  servicing  In  the  technical  cooperation  program  was  de- 
scribed briefly  In  the  previous  section  of  Mils  statement,  Another  training 
method  consists  of  placing  Latin  American  trainees,  known  as  participant*.  In 
educational  Institutions  or  temporary  In-service  isisithma  in  (he  United  States 
or  in  Latin  America,  to  Improve  their  prnfleency  in  subjects  Important  to  eco- 
nomic development,  such  as  engineering,  agriculture,  education,  public  health, 
public  administration,  and  econoinhs.  In  ilsrul  year  1WW  IP  A contributed  S5.1 
million  for  the  training  of  over  11,000  participants  from  all  1?0  of  the  Latin  Ati'er- 
Ican  Hepuhiics  and  the  0 flepemlent  territories  in  which  n technical  coopcraMon 
program  Is  conducted.  Of  these  Irnlms's,  1,272  received  their  training  tu  the 
continental  United  States,  418  tn  Puerto  Rico  or  the  Oiwnl  Zone,  and  the  re- 
mainder in  various  Latin  American  count  lie*.  Training  under  this  program  la 
generally  limited  to  1 year  or  less;  all  trainees  are  committed  to  return  to 
their  home  country  to  work  In  the  field  In  which  they  received  training.  At 
the  end  of  my  statement  I have  attached  an  illustrative  report  on  certain  Peru- 
vian nationals  who  have  received  training  In  the  United  States  (annex  2>. 

Still  another  effective  training  method  which  IOA  uses  extensively  Is  to 
contract  with  U.S,  universities  for  the  Implementation  of  selected  training 
programs  in  Latin  America.  As  of  March  .11  of  this  year,  12  U S.  univer- 
sities were  inking  part  In  this  program  in  10  Latin  American  countries  under 
10  contracts  with  If\V.  A list  of  these  contracts  Is  attached  to  this  statement 
(annex  8).  To  illustrnte  at  random,  the  University  of  Tennessee  Is  eonduetfng 
training  programs  In  public  administration  In  Bolivia  and  Panama  ; Tutnne  n»- 
Hints  the  National  University  of  Colombia  In  Its  medical  education  program; 
Michigan  Stale  University  and  the  University  of  Michigan  are  assisting  in  pro- 
grams In  business  administration,  teacher  trnlning,  agriculture,  and  vocational 
education  In  Brazil,  Colombia,  and  Mexico. 

As  I stnted  before,  the  technical  conjuration  program  la  n program  nf  demon- 
stration and  training.  Any  services  offered  or  any  equipment  or  commodities 
provided  are  essentia)  to  demonstration  and  training.  For  example,  one  or  more 
bulldozers  mny  he  needed  to  train  operators  in  land  clearing  or  highway  con- 
struction. Or  a quantity  of  vaccines  may  be  purchased  to  demonstrate  the  oper- 
ation of  community  Immunisation  program*.  But.  in  all  *uch  eases  where  equip- 
ment or  commodities  are  furnished,  the  primary  intent  nnd  purpose  are  a*  tools 
of  demonstration  nnd  trnlning. 

In  term*  of  figures,  ICA  ntte*  as  a rnlo  of  thumh  a maximum  of  20  percent  of 
the  total  dollar  cost  of  any  given  country  program  In  equipment  or  commodities 
neeesitnry  for  training  purpose*.  In  Latin  America  the  percentage  is  well  below 
this  maximum  percentage.  To  take  fiscal  year  1968  a*  an  example;  our  records 
Identify  only  $870,000.  or  8 percent,  of  the  total  IOA-ndmlnl*tem1  technical  co- 
operation  program  of  $20.8  million,  ns  used  to  finance  directly  tho  procurement 
of  equipment  or  commodities.  Additional  equipment  or  commodities  was 
financed  from  the  ICA  cash  contributions  to  the  servlclon.  Our  records  indi- 
cate that  the  servlclo*  utilised  no  more  than  50  percent  of  these  cash  contribu- 
tion* for  equipment  or  commodities ; therefore  the  grand  total  of  equipment 
or  commodity  procurement  for  the  fiscal  year  1958  technical  cooperation  program 
in  Latin  America  was  only  14  percent  of  the  total  program. 

As  mentioned  earlier  In  this  statement  n mnjor  element  of  scrvlclo  projects 
is  the  In-service  trnlning  of  local  employees  working  on  these  projects.  The 
fact  thnt  there  were,  ns  of  December  81,  1958,  19,600  local  employees  of  the 
*ervlclos  being  trained  by  500  U.8,  technicians  is  further  evidence  that  technical 
cooperation  Is  basically  a program  of  demonstration  and  training. 

I would  now  like  to  say  a few  words  about  current  activities  under  our  special 
assistance  programs,  namely,  loan  projects,  assistance  to  Bolivia  and  Haiti,  and 
projects  for  engineering  construction  unite. 


MUTUAL  SECURITY  APPROPRIATIONS,  I960 


399 


Special  asslahiaoe  form  projects 

Earlier  In  this  kui lenient  I pave  this  committee  a brief  financial  r£*um6  of  the 
Public  Law  720  limn  program  and  mentioned  Unit  I(*A  had  negotiated  ham  agree- 
ments with  seven  countries  under  the  authority  of  this  program.  These  agree- 
ments are: 

[In  thousands) 


Country 

Amount 

| Di'K’rtiitinn 

(’ll llo 

K'l'ilpiuiht  iif  Siii-iniMc  liitii>riliiric<  In  ? flillc.in  llnlvef- 
Mill-.-,  in  Hi  nf  ) iiiu,i*'rn  M-li-uulli-  litn.uy. 

Cusu  Hied. 

2,  (»X) 

KitoiM mi;? lun  niul  equipment  nf  uhild  run's  In 

rim  Jos*. 

KuUldnr  _ 

2, 000 

f*.:rt'l  < k‘ii:iiU0  noil  roli'truFtlon  nf  hwkm  ru  nt;  for  settle- 
imiu  of  now  uri.is  In  Shu  to  |)u:ii]ivu  1'mviiup, 

Ifuudurts 

3.  out! 

St,r«^\iNJiJ  fnr  tiju  «ivVrlit^lHvnl  of  1 tin  i iiuiyiini  Vi»ll*-y ; uml 
fl,23i,UN)  for  11  io  uomimutimi  t>f  a\j  \*  ulor  Mij>Hy  nyjiumJ 
find  3 Mm  urujtu  systems. 

Panama. 

2, 000 

L'gjiHf mcMori  «i f n wrter  distribution  system  ;unl  improve* 
tnviu  *rf  i)  sowvrj^u  bvsh'in  hi  titfilburb  nf  r»rumin  Hiy. 

l'.irifc'u.iy  

1,  fXXI 

A-vsistuutv  to  Mi  iinuulu)  iMu|«T.iiiiin  tot'iotios  In  deviloj)- 
li  ter  tin, ill  tn  lusini"i. 

Peru 

2. 000 

Const ruction  of  root  Into  urea  ol  now  xottlcmont, 

We  have  received  encouraging  information  about  progress  under  this  pro- 
gram. In  Chile,  the  universities  concerned  are  placing  orders  for  the  projected 
sclent  111*  equipment,  The  deputy  director  of  our  mission  in  Ecuador  visited  tho 
new  scl t lenient  site  In  March  of  this  year,  and  reported  bring  greatly  Impressed 
with  the  work  done:  considerable  progress  had  been  made  In  preparing  the 
site  to  reeeive  the  settlers  through  land  clearance  ami  the  construction  of  roads 
and  buildings.  The  tlrst  group  of  colonists  was  being  selected,  as  well  as  a 
new  area  for  colonization.  The  present  area  consists  of  ilit.OOO  acres,  to  b© 
divided  Into  economic  farming  units.  In  Honduras,  8 water  systems  and  1 
newer  system  have  been  completed  out  of  the  20  water  systems  and  3 sewer 
systems  projected : tho  balance  will  ho  completed  in  about  1 year.  Over  -10,000 
persons  will  be  served  by  the  new  water  systems.  I am  attaching  to  my  state- 
ment a report  recently  received  from  our  mission  In  Peru  on  the  progress  made 
In  constructing  the  road  into  the  Sail  Cuban  Valley  (annex  4).  This  project 
will  have  an  Important  effect  on  opening  up  new  areas  of  Peru  to  settlement. 

Special  mtmfmice  In  Hollvla  and  Haiti 

The  special  assistance  programs  In  notivla  and  Haiti  are  both  intended  to 
prevent  further  economic  deterioration  In  those  two  countries.  Of  the  $18  million 
obligated  for  Bolivia  from  llsen!  year  1H5»  special  assistance  funds,  $12.2  million 
represents  cash  grants  to  support  the  Bllivlan  monetary  stabilization  program, 
agreed  upon  between  the  United  States,  Bolivia,  and  the  International  Monetary 
Fund.  The  balance  of  $3.8  million  Is  being  used  for  commodity  imports 
essential  to  the  normal  economic  life  of  the  country:  $3  million  In  sugar  imports, 
$1  million  In  U.8.  surplus  foods  under  section  402  of  the  Mutual  Security  Act; 
the  remainder,  ninouutlug  to  $1.8  million,  consisting  primarily  of  machinery, 
equipment,  fertilizers,  and  other  basic  commodities.  The  local  currency  proceeds 
of  these  commercial  Imports  will  be  used  for  mutually  agreed  upon  development 
projects  In  Bolivia. 

Engineering  construction  unit* 

Bolivia  also  participates  in  the  program  for  equipping  and  training  engi- 
neering construction  units  within  the  armed  forces  in  semlclviltan  activities 
related  to  economic  development.  The  U.S.  contribution  to  this  program  Is 
flans  need  on  n regional  basis  from  special  assistance  funds.  On  February  28, 
1038,  two  Bolivian  engineering  construction  units  of  battalion  strength  were 
approved  to  receive  $460,000  with  which  to  buy  clvlllan-type  construction  equip- 
ment and  spare  parts.  The  equipment  which  was  secured  from  excess  stock  In 
the  United  States  was  delivered  by  October  21  of  the  same  year.  Specific 
projects  were  established  which  were  to  be  the  exclusive  responsibility  of  the 
engineer  units.  These  Involve  the  Improvement  and  maintenance  of  stnted 
sections  of  roads.  The  technical  specifications  of  the  projects  were  worked 
out  lietween  the  Bolivian  rond  servlclo  and  the  ICA  mission.  The  road  servlclo 
also  provided  a resident  engineer  and  Inspectors  at  the  site  of  the  work.  For 


*2581— «9 20 


400  MUTUAL  SECURITY  APPROPRIATIONS,  1960 


purposes  of  morale  nnd  to  Improve  the  work  capabilities  of  the  men,  ICA  provided 
u supplemental  food  ration  equivalent  to  ubout  25  cents  per  mail  per  day.  It  Is 
too  early  to  fully  evaluate  the  contribution  of  the  engineering  construction 
unit  program  to  the  economic  development  of  the  country  concerned.  However, 
every  Jndleutlon  Is  favorable  mid  oiHclals  having  intimate  concern  with  the 
program  are  optimlstle  and  enthusiastic.  Similar  projects  to  those  in  Bolivia, 
aro  under  way  In  Honduras  and  Paraguay.  As  stilted  oti  page  278  of  the 
regional  hook,  all  Indications  point  to  Increased  emphasis  on  tills  program  la 
llsculyeur  11HMJ. 

Troyratn  accomplishments 

In  all  our  programs,  we  strive  to  assist  those  projects  intended  to  produce 
concrete  achievements  In  (1)  reaching  a large  number  of  iteople,  <2)  developing 
host  country  Institutions  necessary  for  economic  development,  and  (8)  con- 
tributing to  the  growth  of  the  country's  economy,  particularly  In  (lie  private 
sector.  Knell  country  program  narrative  in  the  regional  hook  for  Lathi 
America  contains  a section  giving  examples  of  accomplishments  in  the  mutual 
security  programs  administered  by  ICA.  In  addition,  I have  placed  at  the 
end  of  my  statement  two  reports  from  our  Held  missions  In  l*n tiiinni  and 
Colombia  (annexes  f*  ami  0).  If  I may,  I would  also  like  to  expand  on  this 
subject  for  a few  moments. 

The  first  example  Is  the  agriculture  servlelo  lit  Holt  via.  which  is  accomplishing 
the  twin  objective  of  grassroots  impact  mid  institutional  development.  During 
the  last  18  months,  47  extension  agents  and  .’17  home  demonstration  agents  of 
tlie  agricultural  servlelo  have  given  22,000  demonstrations  vouching  an  estimated 

331.000  people.  This  does  not  Include  the  work  of  the  home  economies  seel  Ion 
of  the  snme  servlelo  which  during  the  same  period,  gave  4.308  demonstrations 
to  74,000  people  on  home  improvement,  nutrition,  clothing,  health,  and  sanitation, 
The  more  than  400  Bolivian  4-S  Clubs  (patterned  after  our  4-H  Clubs)  have 
doubled  their  membership  to  7,384  hoys  and  girls.  Through  the  combined 
efforts  of  4-S  club  members  and  their  parents  10  schools  have  been  built,  2 
bridges  and  18  feeder  roads  constructed,  and  several  hundred  other  major  com- 
munity betterment  projeets  completed. 

This  example  has  given  the  accomplishments  of  a national  agricultural  ex- 
tension service  and  the  rural  youth  clubs  In  one  country.  Fourteen  countries  in 
Latin  America  now  have  national  extension  services,  staffed  by  1,447  extension 
agents  and  441  homo  economics  demonstrators.  Throughout  Latin  America, 
there  are  1,80-1  youth  clubs  in  10  countries,  with  n combined  membership  of 

23.000  members.  These  elubs  reneh  a larger  number  of  people  through  a great 
variety  of  community  projects. 

Another  ense  of  n project  reaching  dual  objectives  Is  that  of  the  training- 
within- Industry  program  In  Brasil,  In  the  Province  of  gao  Paulo.  This  project 
was  of  considerable  value  to  Brazilian  industry,  while  at  the  same  time  becom- 
ing a permanent  provincial  Institution  Important  to  the  economic  development 
of  the  Silo  Paulo  Province.  On  October  27,  11)58,  U.S.  technical  assistance  to 
the  trnlnlng-withln-lndustry  program  formally  terminated,  and  responsibility 
for  operations  was  transferred  completely  to  the  Technical  Assistance  Services 
Training  Office  In  tho  Secretariat  of  Labor,  Industry,  and  Commerco  of  the 
State  of  8ao  Paulo.  In  the  7 years  that  TWI  operated  ns  a Joint  project,  over 

27.000  middle  management  personnel  (supervisors  and  foremen)  were  trained 
for  1,201  companies.  Because  of  the  “multiplier  approach”,  It  can  lie  con- 
servatively estimated  that  over  270,000  people  have  received  some  benefit  through 
this  project,  since  each  supervisor  trained  In  turn  will  himself  train  nt  least 
10  other  foremen  mid  middle  management  personnel. 

(4)  PROPOSED  INCREASES  IN  T1IE  FIBCAI,  YEAH  1080  I'KOOHAM 

Technical  cooperation 

In  the  requests  before  you,  we  propaso  to  Increase  our  total  hllnternl  techni- 
cal cooperation  program  In  Latin  America  from  about  $34.0  million  in  fiscal  years 
1050  to  $43.7  million  in  fiscal  year  11X10.  This  Is  exclusive  of  our  contribution 
to  the  technical  cooperation  program  of  the  Organization  of  American  States, 
for  which  we  are  requesting  $1.5  million  In  fiscal  year  HXX).  Tho  $8.8  In  addi- 
tional funds  requested  for  K'A-admlnlstered  programs  nre  considerably  less 
Mum  the  amount  recommended  by  our  field* missions  und  arc  considered  to  lie  the 
minimum  required  to  achieve  our  major  objectives  In  fiscal  year  10(10. 
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In  terms  of  cost  eomjionents.  tho  lncreasse  ran  lie  broken  down  ns  follows: 
$2  2 million  for  the  training  of  tin  additional  -too  participants  either  in  the 
United  States  or  in  Latin  America ; $3.4  million  for  contract  service*  to  conduct 
aurveys  and  studies  essential  to  economic  development  plans  mul  projects;  « 
modest  Increase  of  $100,000  for  supplies  and  ei|nlpnient,  and  of  $600,000  in  gen- 
erul  support  costs,  which  we  call  other  costs;  an  increase  of  $900,000  in  con- 
tributions to  ser vl clos,  which  wilt  be  used  mainly  to  expand  the  operations  of 
I lie  agriculture  and  education  servicios  in  Brazil  ($403,000)  and  the  education 
hcrvleio  in  Ihmiliinis  ($400,000).  Finally,  additiotml  U.S.  technician*  reunited 
to  linplctaent  tills  expanded  program,  and  numbering  illnuit  Mat,  account  for 
$1.6  million  of  the  proposed  increase  in  the  TC  program  for  ilsciil  year  1000. 

On  a count  ry-hy-coimtry  basis,  Brazil  accounts  for  the  largest  increase, 
amounting  to  almost  $2  million,  followed  by  Honduras  t $050,01X1),  Chile  ( $330,* 
000),  Haiti  ($460,000),  and  $400,000  each  for  ihe  relatively  new  It 'A  programs  in 
Argentina  and  the  eastern  Caribbean. 

The  proposed  Increase  In  the  technieal  coo|H>iatlon  program  in  Brazil  for 
fiscal  year  liHjO,  shown  on  pages  42  and  43  of  the  regional  hook,  is  essentially 
designed  to  establish,  upgrade,  and  improve  Brazilian  educatimud  institutions 
lu  the  fields  of  agriculture,  public  and  business  administration,  and  engineering. 
The  program  is  intended  to  assist  Brazil  to  increase  the  availability  of  trained 
manpower  necessary  for  more  ctlleloiit  management  of  its  resources, 

More  than  half  of  the  proposed  increase  for  lira?.  11  represents  the  cost  of 
training  over  150  participants  as  against  300  in  fiscal  year  1039,  and  for  20 
additional  U.S,  technicians.  Tho  majority  of  tho  now  technicians  will  be  used 
for  secondary  and  Industrial  education  projects  and  for  activities  in  the  Helds  of 
agriculture  and  public?  administration  with  tho  latter  project  providing  tho 
direct  assistance  to  the  Central  Management  Agency  of  the  Brazilian  Govern- 
meat,  Major  Increases  me  proposed  In  participant  training  in  these  same  Helds 
of  education,  agriculture,  and  public  administration.  However,  tin*  increase 
in  the  participant  cost  component  also  Includes  increases  lu  the  Helds  of  tabor, 
Industry,  and  mineral  resources. 

The  aeronautical  engineering  project  In  Brazil  will  reeptire  an  additional 
$120,000  to  cover  the  contract  services  costs  of  establishing  a pilot,  mealed  engi- 
neering college.  Another  Increase  in  contract  services  of  nearly  $100,000  will 
provide  for  assistance  In  the  establishment  within  tho  framework  of  existing 
Brazilian  institutions  of  strong  and  effective  technical  Information  services  for 
dlsaemluntlrn  of  ndvnnecd  tec  hnieal  Information  In  support  of  training  activities 
of  the  Brazilian  Government  in  such  Helds  ns  agriculture  and  public  health. 

Increased  scrvielo  contributions  in  the  Helds  of  agriculture  and  education 
account  for  JIO’S.OOO  of  the  proposed  Increase  for  Brnzll  and  will  bo  used  In 
furthering  the  project  goals  of  these  Jointly  financed  cooperative  Bcrvlco  organ- 
izations. The  final  element  of  Increase  In  Brazil’s  technical  cooperation  pro- 
grams  includes  the  Important  technical  support  project  which  provides  aupjMirt 
to  nil  other  njierntlng  projects  and  includes  tho  salaries  of  local  employees, 
language  orientation  and  pro  rata  services  essential  to  efficient  program 
operations. 

The  proposed  Increase  of  $330,000  In  the  technical  coojierntion  program  in 
Chile  for  fiscal  year  1000,  shown  on  pages  60  and  67  of  the  regional  book,  is 
touch  lower  than  tho  requests  received  from  the  U.8.  country  team  in  Chile, 
and  would  be  used  to  train  approximately  242  Cldleun  participants  as  against 
IMS  In  fiscal  yonr  I960,  and  for  the  expansion  of  training  contracts  with  U.H, 
universities  initiated  in  provious  fiscal  years.  The  major  participant  Increases 
lire  In  the  fields  of  labor,  public  administration  and  agriculture.  The  ndded  em- 
phasis to  be  placed  on  tho  training  of  labor  tenders  Is  due  to  the  fact  that 
Chilean  Inhor  is  expected  to  piny  an  Important,  role  in  the  program  of  the  new 
Chilean  Government  which  took  office  In  November  106M.  The  Chilean  Govern- 
ment is  concentrating  on  stimulating  production  in  the  private  enterprise  sec- 
tor of  the  economy.  In  further  snpimrt  of  the  efforts  of  the  Chilean  Government 
In  this  matter,  contracts  would  be  placed  with  U.8.  universities  for  tho  purpose 
of  strengthening  Chilean  trnining  Institutions  in  industrial  skills,  geology,  nnd 
economies, 

Technical  cooperation  in  Argent  inn  In  fiscal  year  I960  will  stress  the  training 
of  over  100  Argentinians  in  the  United  States  In  livestock,  engineering  and 
management.  Tho  increase  of  $400,000  proposed  for  fiscal  year  I960  is  partly 
duo  to  the  fact  that  tho  ICA  mission  was  established  In  Argentina  in  fiscal  year 
1053,  The  proposed  fiscal  year  1000  program  is  the  result  of  the  planning  done 


402 


MUTUAL  SECUKITY  APPROPRIATIONS,  I960 


by  IOA  since  that  time,  and  reflects  the  Importance  which  tve  attach  to  Argon- 
tlna  and  to  supporting  Its  development  program. 

A principal  deterrent  to  the  attraction  of  additional  Investment  anti  the 
availability  of  credit  capital  Is  the  lack  of  surveys  and  studies  to  determine 
priority  development  needs  and  to  adequately  engineer  key  development  proj- 
ects. Accordingly,  <1.8  million  of  the  proposed  increase  of  <2.3  million  for 
fiscal  year  11)00  in  technical  cooperation,  shown  under  regional  programs  on 
page  27M,  is  planned  for  assistance  In  undertaking  such  surveys  and  studios. 
Contracts  totaling  Approximately  <1100,000  would  also  bo  made  for  surveys  lead- 
ing to  Improverm  nts  in  facilities  In  Latin  Amorim  devoted  to  training  In  Helds 
related  to  economic  development.  A <100,000  contract  with  the  National 
Academy  nf  Sciences  In  llsctil  year  105!)  will  jtenidt  preliminary  inquiries  in 
this  direction. 

It  can  he  seen  from  flic  foregoing  that  the  fiscal  year  1000  technical  coopera- 
tion program  will  seek  to  Intensify  technical  training  in  Latin  America  to  man 
the  dynamic  pace  of  economic  development  «f  the  region,  and  to  attract  and 
service  additional  private  Investment,  The  language  problem  and  the  level  of 
required  training  limit  the  number  «f  Latin  American  trainees  who  run  profit- 
ably come  to  the  United  States.  Although  use  of  Puerto  Itlco  as  a training  area 
eliminates  the  language  problem  for  most  Latin  American  countries  and 
largely  meets  the  problem  of  the  level  of  training,  facilities  In  Puerto  Hleo  and 
elsewhere  are  limited,  white  (he  demand  Is  constantly  growing.  Accordingly, 
development  and  expansion  of  host  country  and  third-country  training  facilities 
in  Puerto  Illco.  Mexico.  Rrazll  and  other  countries  would  also  be  encouraged 
from  reglonnl  technical  cooperation  funds  In  fiscal  year  lflftO. 

It.  urograms  of  this  nature,  continuity  Is  essential  and  it  Is  preferable  that 
whatever  funds  nre  appropriated  should  not  include  the  requirement  that  they 
l>©  expended  within  any  fixed  time  period. 

Rpfviitl  asxiataurc 

Now  turning  to  the  special  assistance  program  In  Latin  America,  we  are 
asking  for  on  overall  Increase  from  <2(1  million  In  fiscal  year  105ft  to  *‘27.(1  mil- 
lion la  fiscal  year  1960,  although  it  la  proposed  to  reduce  some  of  the  Items  In 
this  program.  The  program  would  provide  for  continuation  of  assistance  to 
Bolivia  and  Haiti  and  for  a substantial  Increase  for  engineering  construction 
units  and  public  safety  programs. 

Bolivia 

In  view  of  the  political  nnd  economic  situation  In  Bolivia,  It  Is  essential  to  the 
Interests  of  the  United  States  that  special  economic  assistance  be  continued  to 
permit  the  Bolivian  Government  to  act  effectively  and  avoid  possible  economic 
and  polltlcat  chaos.  Continuation  of  special  assistance  for  Bolivia,  outlined  on 
page  27  of  the  reglonnl  book,  would  be  In  support  of  |1b  current  vital  stabiliza- 
tion program  and  for  selected  projects  aimed  at  the  achievement  of  sound 
economic  development. 

Haiti 

In  Haiti,  the  special  assistance  proposed  for  fiscal  year  1960,  as  shown  on 
page  146  of  the  reglonnl  book,  Is  deemed  equally  essential  to  prevent  a chaotic 
economic  and  political  situation  from  arising  which  could  seriously  prejudice 
U.8.  Interests  in  the  Caribbean  area.  While  alt  special  assistance  Is  shown  In 
the  regional  book  ns  supporting  economic  development,  It  has  become  evident 
that  a portion  of  the  funds  will  he  used  as  needed  to  assist  in  the  current  critical 
budgetary  and  bnlance-of-payments  situation. 

The  reglonnl  nnd  undistributed  Bpeclal  assistance  funds  for  fiscal  year  1060, 
shown  on  page  278,  would  be  used  for  anticipated  Increased  requirements  for 
engineering  construction  units  nnd  public  safety  projects,  which  cannot  yet  be 
programed  bilaterally  with  the  Individual  countries  concerned.  Details  of  these 
proposals  are  Included  In  pages  278  to  284  In  the  Latin  America  regional  book. 

St) II MART  CONCLUSIONS 

In  conclusion,  may  I note  that  the  proposed  increased  ’id  levels  are  Intended 
to  permit  (1)  a further  strengthening  of  the  demonstration!'!  and  training  aspects 
of  the  technical  cooperation  program,  (2)  the  required  added  emphasis  on  Insti- 
tutional development,  {8)  facilitating,  through  surveys  and  planning,  the  flow 
of  additional  required  capital  from  available  private  and  public  sources,  and  (4) 
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preventing  situations  of  politico)  and  economic  dm<w  from  developing  In  Hull  via 
and  Haiti. 

The  revolutionary  drives  in  Latin  America,  except  fn  the  oversen  terri- 
tories, where  political  Independence  1m  also  a factor,  are  caused  liy  and  sus- 
tained by  n refusal  to  tolerate  feudal  or  colonial  economic  mid  social  conditions. 
The  people  will  tolerate  no  longer  the  luck  of  adequate  protection  against 
disease,  the  lack  of  education,  and,  most  Important,  the  lack  of  any  hope  that 
they  can  ncjtleve  their  economic  and  social  goals  without  sacrificing  political 
Independence,  It  Is  Imperative  that  wo  understand  fully  the  real  significance 
and  the  immediate  challenge  posed  by  the  economic  and  social  revolutions  under- 
way In  this  hemisphere.  We  must  never  forget  that  n jntwerful  force,  based  on 
an  Ideology  and  economic  system  alien  to  our  free  ideals  and  principles,  con- 
fronts all  of  us  la  this  hemisphere.  Immediate,  Intelligent  action  oil'our  part  is 
called  for. 

Annex  I 
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•H 

8 3 

COMn  Illon 

39 

15 

54 

1.8 

Clllm  * „ 

l 

0 

i 

0.8 

Ecuador 

lltt 

15 

124 

2.0 

El  Salvador 

52 

1 

M 

.4 

Oaaicraulrt.. 

1 

1 

, | 

Haiti  

78 

7 

85 

2.3 

Honduras 

115 

13 

128 

.3 

Motion 

IT 

89 

ini 

4.0 

Nlonragua 

22 

6 

28 

4.0 

Painurut. 

15 

10 

25 

2.5 

Paraguay 

15 

15 

30 

4.0 

Peru 

u7 

14 

111 

'ii&fJt,  JF1 1 

Uruguay 

It 

5 

15 

12.0 

Verier  uela 

.3 

Dependant  overeaa  territories: 

KiutcrTi  CurJMoon  ■. .. . ........ 

British  Huiftti*  1 

British  Honduras  • 

Jamaica  * 

Surinam 

3 

0 

3 

2.3 

Total. 

1.090 

310 

1,400 

■ USOM  eitrUilLsIied  1958  mid  low  no  rervlelo  operations. 
• No servldos  in  USOM  during  period  covered. 


Annex  I 

Pttoj  ect8  Than  a verb  kd  to  Hobt  Qovkun  mknts 

A growing  number  of  projects  which  were  begun  with  mutual  security  assist- 
ance aro  now  being  carried  out  solely  by  the  host  governments  or  by  private  en- 
terprise. These  are  projects  In  which  the  U.S.  Government  is  no  longer  actively 
participating.  They  represent  a few  of  the  projects  In  which  our  objectives  have 
been  met  and  which  Illustrate  the  scope  of  the  cntlro  program. 

During  the  17-year  history  of  the  Institute  of  Iiiter-Ainerienu  Affairs,  projects 
have  been  conducted  In  a wide  variety  of  activities  although  the  concentration 
has  beeu  in  the  Helds  of  agriculture,  health  and  sanitation,  uml  education. 
Changing  methods  of  administration  during  this  period  have  shifted  the  empha- 
sis of  the  program  concentration  in  fields  of  activities  and  have  also  ehnnged 
the  project  concept.  The  preceding  table  gives  precise  figures  on  how  many 
projects  have  been  completed  nnd  turned  over  to  the  host  governments  for  their 
operation  between  January  3, 1060  and  December  31, 1058.  However,  many  more 
projects  were  completed  in  the  period  1042-40.  It  must  also  he  recognized  that 
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changing  administrations  In  20  republics  anti  4 dependent  oversea  territory 
must  lend  to  difference  In  attitudes  and  objectives  on  the  parts  of  these  govern- 
ments. The  basis  upon  which  projects  are  initiated  is  a project  request  on  the 
part  of  the  host  government.  While  we  recognize  that  governments  iu  Latin 
America  change,  sometimes  with  amazing  and  disrupting  rapidity,  too  often  we 
tend  to  Identify  the  term  “host  government’*  as  an  unchanging  element  as  far 
us  Its  desires  for  economic  development  are  concerned.  But  this,  too,  Is  a dy- 
namic factor  intlueaclag  uut  only  the  initiation  of  projects  but  also  their  continu- 
ation and  termination. 

A simple  listing  or  enumeration  of  the  projects  originally  Initiated  hy  the  tech- 
nical coo)>erutlon  program  which  have  subsequently  been  turned  over  to  the  host 
governments  Is  not  snfilclent  to  emphasize  dramatically  the  role  which  these 
projects  pluy  In  the  general  economic  development  of  I.nthi  America.  For  this 
reason,  n number  of  projects  have  been  selected  for  description  which  will  show 
tho  variety  of  activities  encompassed  by  the  program  and  which  demonstrate 
the  contribution  that  these  have  made  to  economic  development. 

Illustrative  examples  of  projects  which  have  been  turned  over  to  the  host  gov- 
ernments recently  and  which  are  still  being  carried  on  without  additional  U.S. 
support  are  listed  below  : 

Bolivia 

In  early  11)115  tho  Coo|w>r«tive  Agriculture  Servldo  initiated  n project  for  the 
purpose  of  demonstrating  the  advantages  of  mechanized  farming  techniques, 
training  Bolivian  operators,  repairmen,  and  farmers  In  the  use  of  modern  farm 
equipment,  A machinery  pool,  organized  In  the  fertile  C'-ohnhuinbu  Valley,  had 
successfully  demonstrated  the  advantages  of  the  use  of  agricultural  mnrhlnery. 
Prior  to  the  Initiation  of  tho  stabilization  program,  there  were  no  established 
machinery  dealers  or  o|K*rntor«  in  tho  area.  In  July  1057  n lease-purchase 
arrangement  was  negotiated  with  a former  employee  transferring  to  him  a num- 
ber of  tractors  wit li  accessory  farm  Implements.  Sumo  technical  assistance  was 
provided  this  entrepreneur  after  the  transfer.  The  volume  of  work  completed 
and  the  satisfactory  organization  and  operation  of  this  new  private  enterprise 
has  proved  tho  success  of  the  training  this  man  has  received.  In  December  11157 
two  more  lease-purchase  agreements  were  made.  The  success  of  these  transfers 
Is  especially  slgnillcnnt  as  no  other  sizable  machinery  operations  on  u eustom- 
hlre  basis  have  been  in  existence  in  the  Cochabamba  Valley. 

Brazil 

In  May  of  1050  u project  was  Initiated  to  strengthen  the  Brazilian  Institute 
of  Municipal  Administration  (the  IHAM)  to  promote  more  efheient  administra- 
tion liirongh  demonstration,  training,  technical  assistance,  and  the  dissemina- 
tion of  information  on  improved  administration  techniques.  The  IBAM  with 
the  participation  of  a leading  weekly  magazine,  O Cruzeiro,  launched  an  annual 
“Contest  of  Municipalities"  to  discover  the  cities  which  during  the  year  had 
made  the  most  progress  In  improving  their  administration.  This  mutest  was 
similar  to  the  one  sponsonsl  hy  Look  magazine  In  the  United  States.  Tho 
winners  were  given  diplomas  by  the  1 ’resident  of  the  Republic.  1BAM  |H>rsonnel 
were  given  training  grants  in  muiilcltml  administration  iu  the  United  States  and 
IMAM  was  authorized  to  sisuisor  jHTsmmel  of  other  cities  for  simitar  training, 
Since  the  completion  of  the  project  agreement  In  May  of  1057,  IBAM  has  con- 
tinued to  Increase  Sts  membership,  has  bought  Its  own  headquarters  building, 
sponsored  a third  sueeiwsful  “Contest  of  Municipalities,"  published  technical 
books  and  pamphlets,  given  technical  assistance  to  Increasing  numlM'ts  of  munici- 
palities, and  received  tlnnnclnl  contributions  from  the  Brazilian  (bivcriuuent 
mid  from  the  states  and  municipalities  which  are  members. 

Chile 

A program  for  the  provision  of  more  nearly  adequate  health  facilities  outside 
tho  »•!! i ddil  area  was  Initiated  In  1l)l8  with  a program  for  the  construction  of  a 
series  of  health  centers  In  rural  areas.  The  purpose  of  this  project  was  to  equip 
these  health  centers  so  ns  to  demonstrate  the  operation  of  a well- Integra  ted 
health  service  In  various  localities.  The  maintenance  and  continued  operation 
of  these  health  renters  was  transferred  to  the  National  Health  Service  in  October 
1052.  A related  activity  was  the  concentration  of  efforts  in  the  provinces  of 
O'HIggfns  and  Colchngun  emphasizing  rnrnl  health  and  sanitation.  Tho  purpose 
of  this  project.  Initiated  in  February  1052,  ns  to  Instill  In  the  rural  jmpularo  the 
concept  of  importance  of  hygiene  and  to  demonstrate  methods  of  providing  modern 
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sanitary  facilities  In  rural  areas.  Tlie  activities  under  this  project  Included  the 
digging  of  deep  wells,  construction  of  potable  wuter  supply  systems,  and  providing 
small  sanitary  services  In  tlte  villages.  The  activities  of  this  project  were 
transferred  to  the  National  Health  Service  in  Junuary  lUoO. 

Colombia 

The  Cooiterative  Public  Health  Service  in  Colombia  begun  operations  in 
February  11)48.  Since  then  80  projects  have  been  turned  over  to  the  Ministry 
of  Public  Health.  Of  these,  42  were  assistance  In  the  construction  of  hospitals, 
health  centers,  nursing  schools,  and  laboratories.  Fourteen  were  com  in  uu  [cable 
disease  projects.  Seven  were  engineering  projects.  Two  were  nursing  projects 
and  oue  was  a goiter  control  project.  The  modern  health  center  at  La  Dorada 
la  typical  of  the  early  operations  of  the  Cooiterative  Health  Service.  This  was 
one  of  five  locations  chosen  for  the  establishment  of  a health  center  which  would 
provide  services  Including  the  identification  and  control  of  TB  ami  venereal 
diseases,  the  Initiation  of  preschool  and  school  hygiene  programs,  prenatal  and 
dental  care,  and  antimalnrlnt  and  environmental  sanitation  control,  nils  health 
center  was  ojtcrated  until  December  31,  1P51,  when  it  was  turned  over  to  tbo 
Ministry  of  Public  Health. 

Costa  Rica 

In  1048  an  agricultural  extension  service  project  was  Initiated  for  the  purpose 
of  developing  a countrywide  agricultural  extension  service.  Offices  were  op- 
erated In  33  of  the  principal  agricultural  producing  areas  of  Costa  lllca. 
Farmers  were  given  technical  assistance  in  soil  conservation  Irrigation  and 
drainage,  use  of  fertilizers,  insect  and  disease  control,  Information  on  Improved 
agriculture  practices,  livestock  and  pasture  improvement  and  management  and 
guidance  In  the  improvement  of  rural  hygiene,  diet,  and  rural  living  conditions 
In  general.  4-S  Clubs,  modeled  after  the  4-H  Clubs  of  the  United  States,  were 
organized  for  the  youth  of  the  rurnl  areas.  In  January  103d,  by  an  act  of  tho 
Costa  Rican  Legislature,  tho  extension  service  was  transferred  to  the  exclusive 
jurisdiction  of  tho  Ministry  of  Agriculture  where  It  continues  to  oi>erate  ns  a 
regular  ministry  agency. 

Haiti 

In  February  1017  n project  was  initiated  to  convert  on  unused  public  market 
into  n maternity  clinic  capable  of  providing  100  beds  and  tbe  minimum  equip* 
ment  needed  to  open  tho  hospital  to  the  public,  Since  June  llCtl  when  the 
Haitian  Government  was  assigned  full  operating  responsibility  for  this  ma- 
ternity center,  It  1ms  developed  Into  an  Important  maternity  facility  which  lias 
gained  the  acceptance  and  couildencc  of  the  people. 

HoHiluru# 

In  ltC»2  and  10, "3  an  invasion  of  grasslmpjH'rs  threatened  sizable  areas  of 
Honduras  and  netmilly  destroyed  large  arena  of  crops.  At  the  request  of  the 
Ministry  of  Agriculture,  the  Cooperative  Agriculture  Service  undertook  to  di- 
rect ft  large-scale  campaign  to  eoutrol  the  the  grasshoppers.  Sjieeinl  funds  were 
contributed  by  the  Ministry  of  Agriculture  mul  additional  assistance  was  re- 
ceived from  tho  Central  American  Grass liopi ter  Organization.  A helicopter 
from  the  U.8.  Air  Korea  wns  brought  In  during  the  height,  of  the  campaign 
and  was  used  for  spraying  the  more  Inaccessible  nrcus,  During  this  2-year 
|ierii>d  rtf  the  Intensive  ciimiMiign,  Its  success  served  ns  an  excellent  demon- 
stration of  the  effectiveness  of  the  Ooo|*»rntive  Agriculture  Service.  It  dem- 
onstrated tho  itosslbillly  of  having  flexible  administration  in  n governmental 
unit  capable  of  mooting  emergency  situations  without  disrupting  seriously  the 
normal  operations.  In  December  IU.'»4  this  project  was  transferred  to  the 
Ministry.  A continuing  grasshopper  control  program  Is  now  carried  nut  with 
the  jawsonuel  trained  during  the  iterlod  of  U.S.  collaboration,  though  on  n re- 
duced scalo  now  that  the  grassliopin'r  problem  bns  been  brought  under  control. 
This  group,  however,  lias  the  exjterlenee  and  trained  i>ereonnel  which  could 
he  brought  Into  piny  Immediately  If  another  grasshopper  invasion  should  occur. 

Mexico 

In  August  1 P.'>8  n project  wns  initiated  for  the  purpose  of  providing  tech- 
nical and  economic  support  for  the  development  and  Improvement  of  nursing 
services  and  nursing  education  in  hospitals  and  public  hentth  agencies,  mid  for 
strengthening  nursing  ns  an  accepted  profession  for  youug  women.  These  ac- 
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tivitles  were  carried  on  through  the  Department  of  Nursing  of  the  Ministry  of 
Public  Health  and  Welfare,  the  School  of  Public  Health,  the  Division  of  Nurs- 
ing hid ucu t Ion  of  the  National  University  and  a number  of  technical  uud  service 
divisions  in  the  Ministry  of  Health  and  Welfare.  These  activities  which  are 
now  being  carried  out  solely  by  the  the  bureau  of  K*|>erimenml  Studies  In 
Public  Health  (a  jmrt  of  the  Ministry  of  Heulth  aud  Welfare)  have  served 
to  Improve  the  status  of  nurses  by  giving  them  more  adequate  technical  knowl- 
edge thereby  gaining  for  them  increased  confidence  on  the  part  of  the  medical 
profession  and  the  public. 

Panama 

Increased  consumption  of  poultry  can  be  an  important  and  inexpensive  moans 
of  improving  the  protein  content  of  the  diets  of  people  lu  underdeveloped  areas. 
In  recognition  of  this  fact,  a program  was  Initiated  In  November  of  1!>53  to  create 
a natiouul  source  of  chicks  and  fertile  eggs  in  un  effort  to  Introduce  modern 
methods  of  jwultry  cure  through  demonstration,  und  to  provide  a higher  quality 
of  |M)Ultry  stuck  in  selected  ureas  of  the  country.  Ily  the  eml  of  11157  the  success 
of  the  demonstration  programs  was  such  that  private  producers  could  success- 
fully operate.  There  was  xutllclent  demand  for  the  Improved  stin  k that  it  was 
feasible  for  private  entrepreneurs  to  undertake  the  breeding  of  high-quality 
chicks  and  to  eliminate  the  need  for  their  Importation.  Since  private  enterprise 
had  successfully  entered  the  Held,  the  need  for  the  demonstration  project  no 
longer  existed  and  it  was  terminated  In  December  11)57,  The  poultry  plant  and 
equipment  were  transferred  to  the  National  institute  of  Agriculture  for  use  la 
basic  research  and  as  a source  of  supply  for  the  National  Extension  Service.  An 
interesting  outgrowth  of  the  poultry  program  has  beeu  Its  effect  on  the  demand 
for  corn  for  use  as  n poultry  feed  Corn  prices  had  historically  lluctunted 
widely  during  the  year  but  the  Increased  demand  made-  it  feasible  to  construct 
storage  facilities  which  served  to  eliminate  the  wide  swings  in  prices  thereby 
benefiting  the  corn  producers  In  that  they  had  n more  stable  market  for  their 
product  throughout  the  crop  season.  It  has  been  estimated  that  this  hns  con- 
tributed significantly  to  the  20-percent  increase  In  farm  Income  during  the  Inst 
year.  The  importance  of  this  increase  is  made  doubly  Impressive  when  you  note 
that  H5  {jercent  of  the  population  of  Panama  Is  dependent  on  agriculture  for  a 
livelihood. 

Parayuay 

The  project  to  demonstrate  the  advantage  of  providing  mixed  feed  for  livestock 
was  Introduced  In  Paraguay  in  November  1040.  A small  mixing  plant  was 
established  to  provide  a mixed  feed  with  mineral  supplements  for  dairy  cows.  As 
dairymen  saw  for  themselves  the  Increased  production  of  milk  brought  about  by 
feeding  balanced  rations  and  learned  the  convenience  of  using  mixed  feeds, 
demand  Increased  to  the  point  where  commercial  production  was  feasible.  The 
first  commercial  plant  was  set  up  by  a Paraguayan  businessman  in  lb-ib.  In 
1051,  sales  of  mixed  feed  by  the  project  were  discontinued,  and  In  li)5:j  all  pro- 
duction of  feed  for  the  use  of  the  project  was  terminated  as  commercial  feed  was 
purchased  for  its  own  dnlry  animals.  Today  there  are  eight  mixed  feed  plants 
in  operation  In  the  Asuncion  aren,  one  in  San  Ignacio  in  EncnrtinclOn.  These 
plains  produced  balanced  feed  for  poultry,  swine,  and  horses,  as  well  as  dairy 
animals. 

In  summary,  wo  can  sny  that  during  the  years  that  there  has  been  n technical 
cooperation  program  In  Latin  America  there  has  been  a wide  variety  of  projects 
undertaken  nud  successfully  terminated.  The  manner  In  which  the  project  has 
been  continued  In  each  country  varies  with  the  type  of  project  and  the  economic 
and  financial  conditions  In  the  country.  Private  enterprise  has  taken  over  such 
projects  ns  could  he  put  on  a sound  commercial  baRls.  The  poultry  project  In 
Panama  mentioned  earlier  Is  one  example  of  this,  Model  dairies,  well  drilling, 
machinery  pools,  balanced  food  projects.  Insecticides  projects,  management 
training  nre  others.  In  some  ('uses  it  Is  a governmental  unit  which  continues  the 
work.  Local  governments  have  Initiated  the  development  of  local  water  supply 
or  sewage  systems  once  the  techniques  have  been  demonstrated.  Vocational 
schools  or  area  health  programs  are  most  often  taken  over  by  the  central  govern- 
ment. AH  In  all,  W'e  estimate  more  than  2,000  Individual  and  readily  identifiable 
projects,  most  of  them  sorvlclo  projects,  have  been  turned  over  or  terminated 
since  tlio  ijillu  American  technical  cooperation  program  began  In  1042. 


MUTUAL  SECURITY  APPROPRIATIONS,  19*0  407 

Annex  2 

Activities  of  Selected  Peruvian  Nationals  Pursuant  to  Tueib  Receiving 
Training  in  the  United  States  (as  of  1058) 


Jorge  Quertnont 

Lawyer.  Received  training  In  tbs  United  States  In  tho  field  of  International 
trade. 

Dr.  Ouerlnonl  is  a career  officer  in  the  Ministry  of  Finance.  At  present,  he 
holds  the  Important  position  of  national  director  of  commerce  and  In  addition, 
he  Is  the  Peruvlun  Government  coordinator  of  technical  cooperation.  In  both 
positions,  Dr.  Guerlnoui  Is  doing  a remarkable  job  and  making  a very  definite 
contribution  to  the  country's  development. 

Emilio  Foley 

Lawyer.  One  year's  training  in  the  United  States  in  tho  field  of  finances  and 
commerce. 

Dr.  Foley  Is  an  outstanding  economist  and  has  occupied  top  positions  In  Peru. 
Not  long  ago  he  was  comptroller  general  of  the  Republic  and  presently  holds  the 
key  position  of  general  manager  of  the  Agricultural  Bank  of  Peru  (Bnuco  de 
Fomeuto  Agropecuarlo) . 

Enriyue  Labarthc 

Received  training  In  the  United  States  in  the  years  19-15  and  11)51.  Has  been 
associated  with  SCIPA  since  its  inception.  For  several  years  held  the  position 
of  head  of  SCIPA’s  extension  service.  Traveled  to  Europe  In  1952  under  contract 
with  FAO  and  more  reeeutly  spent  1 year  In  Bolivia  (1050)  as  chief  of  FAO 
mission. 

Mr.  Labnrthe  was  appointed  Minister  of  Agriculture,  September  1057. 

A prominent  leader  in  the  field  of  agriculture,  Mr.  Luburthc  is  occupying  one 
of  tbe  most  difficult  and  challenging  public  positions  in  the  country,  since  05 
percent  of  the  population  of  Peru  ore  dependent  upon  agriculture  for  their 
livelihood. 

Luis  Mantilla 

Sanitary  engineer.  Short-term  observation  visit  to  the  United  States  in  I960. 
Mr.  Mantilla  Is  dean  of  the  School  of  Sanitary  Engineering  of  tho  Natioual 
University  of  Engineering. 

Under  the  terms  of  tho  contract  entered  Into  with  the  North  Carolina  Uni- 
versity School  of  Sanitary  Engineering,  the  local  school  has  undergone  a com- 
plete reorganisation,  the  success  of  which  is  in  no  small  part  due  to  the  ability 
and  enthusiasm  of  Deau  Mautllln. 

Jorge  Succor 

Chemical  engineer.  Short-term  training  In  the  United  States  in  the  field  of 
Industrial  engineering. 

Since  his  return  from  training,  Mr.  Suecar,  who  is  highly  regarded  for  his 
professional  eouijieteiiec,  bus  become  dean  of  the  faculty  of  chemistry  of  the 
University  of  Engineering  and  further  occupies  tho  position  of  assistant  national 
director  of  Industries  In  the  Ministry  of  Development  and  Public  Works. 

Gloria  Abate 

Social  worker.  Conducted  postgraduate  studies  in  the  United  States  In  tbe 
field  of  social  welfare.  Supplementing  this  training,  Miss  Abate  1ms  traveled  In 
Puerto  Rico,  Columbia,  and  Brazil  to  observe  social  welfare  activities  In  those 
countries. 

For  a year  now  she  has  been  director  of  the  National  School  of  Social  Wel- 
fare of  Peru  and  In  this  important  position  she  is  making  a valuable  contri- 
bution to  tbe  country. 

Alberto  Hurtado 

Physician,  Short-term  observation  visit  to  the  United  States  in  the  year  1950. 
Dr.  Hurtado  Is  nn  outstanding  professional  and  has  for  Borne  time  now  been 
dean  of  the  School  of  Medicine  of  Sau  Mu  reos  University, 

Julio  Munoz  PugtietevicK 

Physician.  Received  training  In  public  health  admluistratlon  In  the  United 
States  in  the  year  1948. 
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Has  been  associated  with  public  health  activities  iu  the  couutry  for  a cum- 
ber of  years. 

At  present  holds  the  Important  position  of  national  director  of  public  health. 
Pedro  Patron  Fa  ura 

Lawyer.  Received  training  In  the  United  States  in  1952  in  civil  service  nd- 
miu  1st  ration. 

Dr.  Patron  Fauru  lias  for  several  years  now  been  director  of  the  Peruvian 
civil  service  which  is  the  agency  resi>onalble  for  regulating  nud  controlling  per- 
sonnel matters  pertaining  to  the  thousands  of  active  aud  retired  public  employees 
of  the  couutry.  Recently  elected  president  of  the  association  of  IOA  returned 
participants  (ABACI). 

Antonio  Piniila 

Lawyer.  Received  14  months’  training  in  the  Uuited  States  in  the  held  of 
educational  ] psychology.  Prior  to  his  training,  he  occupied  the  1 position  of  assist- 
ant director  to  SUCPANE.  At  present.  Dr.  Plnllln  Is  dean  of  the  faculty  of  hu- 
man relations  of  the  Catholic  University  of  Pern. 

This  faculty  Is  the  first  of  its  tyjw  In  Peru  and  was  created  recently  by  Dr. 
Plnilla  himself.  It  has  aroused  considerable  interest  and  counts  among  Its 
students  u considerable  number  of  professional  people, 

Befamin  Qutjandrio 

Agronomist,  Spent  « few  months  In  the  United  States  In  1951  observing 
Agricultural  Administration  methods  and  procedures.  A career  employee  of 
the  Ministry  of  Agriculture,  he  has  been  secretary  general  of  SCIPA  since  1050. 
Mr,  Quljandrla  has  recently  been  appointed  director  of  PCEA  (agricultural  re- 
search program)  which  functions  under  the  technical  direction  of  North  Caro- 
lina Agricultural  Research  Mission. 

Mr.  Quljandrln  has  had  a lot  to  do  with  policymaking,  and  coordination  of 
SCIPA  and  Ministry  activities  in  past  years.  He  is  a well  known  agricultural 
executive. 

Juan  Fernandez  Stoll 

Agronomist.  Received  training  in  the  United  States  In  10511.  lie  Is  a mem- 
ber of  the  boord  of  directors  of  the  Agricultural  Rnnk  of  Peru  (Banco  <le 
Fomonto  Agropecuarlo  del  Peru)  and  manager  of  the  "Frlgorltlco  Santa  Rosa.” 

Recognized  ns  one  of  the  leaders  In  the  field  of  agriculture,  Mr.  Fernandez 
Stoll  If)  frequently  called  upon  to  Integrate  special  consultative  and/or  advisory 
committees  designated  to  assist  the  Government  In  the  solution  of  agricultural 
problems. 

Jacobo  Zcndcr 

Agronomist.  Had  a jperlod  of  observation  In  the  United  States  In  1051. 
One  of  the  most  Important  nnd  resected  agricultural  leaders  of  Peru,  Mr. 
Zender  occupies  the  position  of  Secretary  General  of  Agriculture,  ranking 
second  to  tlio  Minister. 

Miguel  Anpillnga 

Agronomist.  Short-term  training  In  the  United  States  la  the  field  of  agri- 
cultural development  (1055). 

A career  employee  of  the  Ministry  of  Agriculture.  Mr.  Asplilaga  is  pres- 
ently national  director  of  agriculture.  He  is  the  third  man  in  the  Ministry  of 
Agriculture  nnd  itegrntes  several  national  committees  concerned  with  the  mak- 
ing of  agricultural  policy. 

ErnrAto  Noriega  Calmet 

Agronomist.  Received  training  In  the  United  States  In  1953. 

A career  employee  of  the  Ministry  of  Agriculture,  lie  holds  the  position  of 
director  of  colonization  and  forestry  nnd  Is  responsible  for  tlio  countrywide  pro- 
gram conducted  by  the  Ministry  in  this  Held. 

Lu Is  A,  TiOpes 

Teacher.  Has  studied  in  the  United  Rtntes  for  a period  of  about  lfl  months. 
When  he  trnveled  In  1952,  he  was  employed  by  SECPANE  as  normal  training 
special  1st. 

About  n year  nnd  a half  ago,  Mr.  Tx>pea  became  national  director  of  rural 
education  ami  alphabetization  In  the  Ministry  of  Bducntton,  His  appointment 
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to  this  important  position  la  particularly  encouraging  because  roost  of  the 
hnimrtiint  Jobs  In  the  Ministry  have  for  years  been  held  by  people  who,  un- 
doubtedly capable,  have  not  bad  the  advantage  of  advanced  training  abroad, 

Alberto  Insua 

In  the  yeur  1952  traveled  In  the  United  States  for  special  training  in  employ- 
ment service  work,  over  a period  of  several  months.  He  was  at  tbnt  time 
head  of  the  small  department  In  the  Ministry  of  Labor  In  charge  of  employment 
service  activities. 

When  the  cooperative  employment  service  program  was  established  in  Peru 
in  1951,  Mr.  Iusua  was  apjxduted  director  and  he  nets  as  the  Peruvian  eouuter- 
]>art  of  the  U.S.  director,  a member  of  the  mission. 

Roberto  Valrcrde 

Petroleum  engineer.  Traveled  to  the  United  States  In  1953  for  a brief  period 
of  training  In  petroleum  engineering.  At  that  time  he  was  dean  of  the  faculty 
of  petroleum  of  the  National  8chool  of  Engineering. 

Since  then  vital  changes  have  taken  place.  The  School  of  Engineering  has 
become  the  National  University  of  Engineering  and  Mr.  Vulverde  Is  president 
thereof. 

The  university  has  acquired  considerable  Importance  lately  and  ICA  has 
cooperated  in  the  reorganization  of  the  school  of  sanitary  engineering  and  the 
establishment  of  a modern  school  of  textile  engineering. 

Feliw  Esteban  Faura 

Short-term  traiulng  In  the  United  States  in  the  year  1953,  In  the  field  of  public 
administration. 

Mr.  Faura  Is  national  director  of  administration  of  the  Ministry  of  Finance. 
Santiago  Satinas 

Lawyer.  Traveled  to  the  United  States  in  1954  for  3 months  training  in 
statistics. 

Mr.  Salinas  is  national  director  of  statistics  in  the  Ministry  of  Finance.  He 
is  regarded  as  extremely  competent  in  his  field. 
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ICA-financed  university  contracts  in  operation  in  Katin  America  as  of  Mar.  SJ,  1959 


Country  Host  country  Institution  U.S.  university 


).  Bolivia... 

2.  Brail).  .. 

3.  liraill... 

4.  Ilrnrll 

A.  Chile 

0.  Colombia, 


University  of  Sun  Andres. 
Tlurul  University  of  the 
•Stuto  of  Minus  Omls. 
Oct  olio  Vargiw  Kotin  elu- 
tion. 

University  of  fiSo  Paulo... 
Catholic  University  of 
Chile. 

National  University 


University  of  Tennessee... 
l'urduo  t Diversity..  

Michigan  Slate  Culver' 


University  of  Chicago 

Tuluio  University  of  Lou- 
isiana. 


7.  Colombia. . 

8,  Oosla  Rica 

B.  fhmtcmnla 

10.  Mi’tico 

11.  Panama.... 

12.  Paraguay., 

13.  l’em 

14.  Peru 

15.  Peru 

10.  Peru 


National  University  of 
Cotom  Ida. 

Ministry  of  Agriculture 
and  Industries  of  Costa 
Rica. 

University  of  Sun  Carlos.. 

K1  Olivur  School 

OnvcrniTient  of  l)ie  Re- 
public  of  Panama, 

Natlonul  University  at 
Asuncion. 

The  National  Softool  of  I 
Knit  1 1 leering  of  Peru. 

Programu  Coojjc'rutlvo  do 
Kviterimeiiiacton  Afro- 
ItocuttrlH. 

Tlw>  National  School  of 
Eneinecrlnc  of  Peril. 

University  of  Son  Marco*. 


Michigan  State  Univer- 
sity. 

University  of  Florida...... 


University  of  Kentucky... 

University  of  Michigan... 

University  of  Tennessee... 

University  Of  Buffalo 

University  of  North  Caro- 
lina. 

State  College  of  Agrieul- 
mrc  and  Engineering  of 
the  University  of  North 
Carolina. 

do 

University  of  New  Hamp- 
shire. 


Field  of  activity 


Public  administration. 

Ayj  li-uituro  and  home  eco- 
nomies, 

Business  administration. 

Education. 

Economies, 

Mcdicluo. 

Agricultural  and  natural 
resources, 

Agriculture. 


Do, 

Vocational  education. 
Public  administration. 

Medico)  education, 

fumitory  engineering. 

Agriculture, 


Toxlile  engineering. 
Education. 
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Annex  4 

Utilization  or  Bmatiikrs  Loan  in  Pebu 

The  Smathera  loan  la  utilized  to  push  a road  through  the  eastern  Andes  from 
the  overpopulated  Lake  Titicaca  Basin  to  the  lowland  Juugle  areas  of  southeastern 
Peru.  The  objective  Is  to  Increase  economic  opportunity  In  an  area  of  political 
and  social  ferment  Studies  show  that  four  possible  routes  are  Indicated,  but  the 
Mucustuii  Otorougo  route  to  connect  with  the  Quincemll  Maldonado  road  being 
constructed  by  the  Government  of  Peru  seems  most  feasible  because  (1)  It  la  100 
kilometers  shorter  to  the  lowland  area,  (2)  potential  areas  In  San  Cuban  Valley 
are  suitable  for  agriculture,  (3)  there  is  mineral  pnteutlul  In  the  lnauibarl  River 
area,  (4)  the  most  direct  route  for  emigration  and  Intercommunication  is  from  the 
highlands  to  the  Jungle.  The  progress  in  kilometers  from  Naeusunl  through  April 
SO  la  as  follows:  ltoad  construction  completed  to  .‘12  kilometers,  contracts  let  to 
80  kilometers,  engineering  surveys  to  112  kilometers.  Detailed  engineering 
studies  on  balance  of  43  kilometers  are  In  progress.  The  construction  through 
steep  mountain  gorges  at  42  kilometers  requires  supplies  and  equipment  to  be 
transported  by  mule  or  human  buck  to  work  on  sites  beyond.  It  Is  estimated  that 
hy  late  August  lflr>!>,  the  road  will  ho  passable  through  54  kilometers. 


Annex  5 

PBOUOAM  PkOOHKHS  AND  ACC0UPI.I8ltMF.NT8  IN  PANAMA 

Tho  USOM  has  made  notable  progress  In  encouraging  the  leaders  of  Panama, 
both  within  and  outside  Government,  to  consider  their  problem  of  economic 
development  In  n comprehensive  manner,  In  this  approach,  the  significance  of 
each  respective  project  has  been  evalunted  In  terms  of  its  contribution  to  tho 
solution  of  major  national  problems.  Thus,  a more  complete  and  accurate  listing 
of  national  problems  comes  Into  focuB  although  this  process  Is  sometimes  dllllcnlt 
and  painful  as  traditional  concepts  and  special  Interests  are  affected.  Moreover, 
the  Importance  of  Government  policy  In  the  fields  of  (1)  public  agency  manage' 
ment,  (2)  attitude  toward  private  enterprise  and  the  public  welfare,  (3)  Inter- 
national tradp.  (41  taxation,  (3)  land  reform,  etc.  take  on  enhanced  significance 
with  corresponding  less  preoccupation  with  the  Individual  development  projects. 

In  all  of  this  Panamanian  Government  officials  and  other  leaders  have  made 
notable  progress  within  the  past  2 years.  To  subotautlate  the  above  generaliza- 
tions, we  wish  to  cite  the  following : 

1.  To  Improve  and  better  orient  Pnnnmn’fl  educational  system  to  practical 
problems  of  economic  development:  (a)  vocational  education  linn  been  given 
high  priority  status,  a highly  significant  step  In  a Latin  American  country;  (ft) 
agriculture  has  been  recognized  as  a major  field  of  higher  learning  at  the  national 
university:  (c)  greater  financial  support  for  education  has  been  secured;  snd 
(rf)  administrative  steps  to  Improve  the  quality  of  instruction  have  boon  taken. 

2.  Critical  questions  have  been  raised  by  Panamanian  leaders  regarding  tho 
effectiveness  of  projects  In  the  existing  cooperative  point  4 progrnm  In  terms 
of  their  usefulness  In  economic  development  and  Increased  productivity.  Con- 
sequently, II80M,  In  conlunetlon  with  the  Embassy,  reviewed  and  appraised  the 
program,  and  as  a result  revamped  and  reoriented  It  to  better  attack  tho  key 
problems  of  economic  development.  A part  of  this  Is  a listing  hy  entpgory  of 
project*  for  which  Panama  Is  seeking  external  loans  to  provide  development 
capital. 

3.  The  Government  of  Panama  has  proceeded  with  the  establishment  of  a 
National  Economic  Planning  Commission  a«  a permanent  activity  of  the  Govern- 
ment Intended  to  (o)  Inventory  and  evaluate  the  nation's  resource  potential  and 
(ft)  formulate  a long-range  development  plan  which  would  set  stnndnrds  for  the 
rational  btidgpt,  administrative  management  of  Government  agencies  and  for 
the  form  and  content  of  Government  projects  and  policies  with  resi>ect  to  private 
trade  and  investment.  The  Government.  Is  providing  a substantial  bndeet  and 
legislative  authority  to  finance  activities  of  the  National  Economic  Planning 
Commission.  This  !s  nn  accomplishment  of  mator  Importance  and  in  part  Is  the 
result  of  U.S.  technical  advice  during  the  past  2 year*. 

4.  There  is  Increasing  public  attention  to  the  rnuntrv's  major  social  and  eco- 
nomic problems.  These  questions  bear  nnon  Inequities  In  the  Present,  distribu- 
tion of  resource*  and  economic  opportunity  among  the  total  population.  There  Is 
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an  Increasing  willingness  to  discuss  question*  of  this  kind  In  public  forums  such 
a*  the  newspapers,  university  seminars,  etc. 

For  specific  project  accomplishment*,  there  are  included  herewith  nine  of  the 
most  outstanding  achievements  during  the  reporting  period.  An  effort  has  been 
made  by  UBOM  to  present  factual  project  achievements.  We  wish  to  point  out 
however,  that  program  progress  Is  a continuous  and  subtle  phenomenon  and 
cannot  always  be  objectively  reduced  to  tangible  measurements. 

1.  One  of  the  most  significant  developments  in  receut  years  concerns  action 
taken  by  the  Government  of  Panama  In  the  adoption  of  UBOM  recommenda- 
tions In  organising  for  national  economic  development  and  providing  a staff 
secretariat  Id  the  Pr64ld6DCit» 

In  1958,  the  President  of  the  Republic  officially  endorsed  a proposal  to  estab- 
lish the  Department  of  Economic  Planning,  Budgeting,  Personnel,  and  Adminis- 
trative Organisation  In  the  Executive  Office  and  requested  the  general  assembly 
to  grant  power  to  the  Permanent  Legislative  Committee  to  Issue  enabling  legis- 
lation for  this  purpose  In  1969.  The  general  assembly  has  acted  favorably  upon 
the  Presidents  request,  and  legislation  haa  been  subsequently  prepared  In  draft 
form  to  be  submitted  to  the  Permanent  Legislative  Committee  In  early  1909. 

2.  A number  of  steps  have  been  taken  by  Panama's  fledgling  merit  system 
drafted  Into  being  through  point  4 assistance  late  In  1959.  Class  specification* 
have  been  dovelojxxl  for  more  than  200  clause*  of  positions.  Complete  personnel 
folders  have  been  prepared  for  more  than  800  employees  in  Government  depart- 
ments brought  Into  the  career  service.  A comparative  wage  survey  has  been 
conducted  for  more  than  100  classes  of  positions.  More  than  00  examinations 
and  eligible  lists  have  been  established.  Through  the  cooperative  efforts  of  the 
national  university,  point  4,  the  U.N.,  and  the  national  personnel  office.  In- 
service  training  programs  for  approximately  600  employees  have  been  conducted 
during  the  past  2 years.  Of  greatest  Importance  to  the  career  service  has  been 
the  recent  growth  of  top  level  political  aupiwrt  for  the  merit  system.  As  an  In- 
dication of  this  trend,  the  legislative  assembly  in  November  increased  the  1960 
budget  for  the  career  service  by  more  than  100  percent  over  the  previous  year. 

8.  In  the  field  of  budget  and  accounting,  the  following  accomplishments  were 
effected  under  UBOM  recommendations: 

(a)  A standard  classification  of  expenditures  was  prepared  for  SDd  adopted 
by  the  Government  of  Panama  with  the  1968  budget,  establishing  uniformity  In 
budgeting,  accounting,  and  reporting  of  all  Government  expenditure*,  making 
possible  also  the  accumulation  of  financial  data  in  standard  terms. 

{ b)  For  the  purpose  of  controlling  rates  of  expenditures,  a system  of  quarterly 
allotments  was  adopted  by  the  Government  of  Panama. 

<c)  A budget  department  was  organised  and  established  within  the  Con- 
tralorla  for  later  transfer  to  the  office  of  the  President,  ns  an  imllH|>ensable 
step  In  the  effective  reorganization  of  the  executive  branch  of  the  Government 
of  Panama. 

4.  Progress  In  economic  and  Industrial  development  In  Panama  haa  hecn 
hand  lea  p|a*d  through  lack  of  rational  management  know-how  and  the  scarcity 
of  institutions  providing  communication  of  modem  management  Ideas  among 
businessmen.  To  help  alleviate  this  situation,  an  ICA-sponsored  management 
seminar  was  conducted  In  March  1068,  nml  attended  by  82  Panamanian  business 
executives,  spnrklng  Interest  In  continued  exchange  of  management  experience 
and  lending  to  the  establishment  of  Panama's  first  permanent  management  asso- 
ciation with  nn  Initial  enrollment  of  40  members.  The  association  has  develojied 
a program  of  monthly  meetings  dedicated  to  presentation  and  discussion  of 
management  problems  Indicated  by  the  growth  of  the  membership  from  40  to  70 
persons  In  less  than  n year.  Including  leaders  in  commerce.  Industry,  banking, 
and  Insurance.  Requests  by  the  Panama  Management  AsRoeiRtlon  for  work- 
shops In  finnneia!  statement  analysis,  sales  administration  and  top  management 
controls  are  Indicative  that  Panamanian  businessmen  are  coming  to  grljw  with 
their  problems  In  a systematic  nnd  organised  maimer, 

6,  The  effectiveness  of  Panama's  vocational  education  program,  under  point  4 
technical  advice,  has  been  shown  by  the  number  of  trained  young  jiersonnel  re- 
cently absorbed  Into  private  productive  enterprise  nnd  government.  Evidence 
of  the  success  of  the  program  was  recently  highlighted  by  the  Ministry  of  Public 
Works’  announcement  that  all  graduates  In  auto  mechanics,  electricity,  and  gen- 
eral mechanics  from  an  important  high  school  would  be  employed  In  the  Min- 
istry’s accelerated  capital  works  program.  An  example  of  business  community 
Interest  In  the  program  Is  found  In  the  practice  of  preeraployment  training  as 
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prerequisite  to  employment  In  Industrial  organizations.  Late  in  1958.  s5  senior 
vot*ii  tioiiH  l students  were  accepted  ns  proem  ploy  men  t trainees,  by  48  private 
firms.  Presently,  the  demand  for  such  trainees  exceeds  the  supply.  As  n result 
of  these  growing  achievements  In  voeatluna)  education,  the  Government  of 
Panama  finally  recognized  the  value  of  Inserting  practical  training  into  Pan- 
ama's traditionally  academic  education  system  and  at  the  end  of  19.18  Imple- 
mented long-standing  point  4 recommendations  on  the  creation  of  a Department 
of  Vocational  Kducatlou  to  push  forward  and  coordinate  vocational  education 
programs  in  accordance  with  future  neetls  of  the  country's  productive  economy, 
0.  Ia  the  field  of  public  health  and  sanitation,  striking  success  lies  in  the 
recent  fruition  of  technical  assistance  efforts  over  the  years  in  sanitary  engi- 
neering, emphasizing  the  permanent  and  constantly  Increasing  value  of  the 
mutual  security  program.  In  the  spring  of  1057  a project  was  Initiated  to 
install  the  first  unit  of  the  greater  Panama  City  water  and  sewer  extension 
and  improvement.  The  project  consisted  of  two  equally  important  components— 
a |2  million  Public  Law  720  lonn  and  technical  assistance  from  point  4. 
Achievements  under  this  project  make  it  a model  which  could  be  followed  In 
other  countries  in  Latin  America.  The  project  Is  in  the  hands  of  an  agency 
of  the  Government  of  Pannma.  a special  water  and  sewerage  commission  created 
within  the  Ministry  of  Public  Health  and  composed  to  substantial  degree  of 
Panamanian  engineers  who  received  specialized  training  under  point  4.  Through 
this  new  authority,  the  Government  of  Panama  can  now  be  assured  of  modern, 
efficient  engineering  and  construction  project  activities. 

7.  Livestock  makes  up  M percent  of  Panama's  national  agriculture  product 
and  It  Is  generally  agreed  that  no  single  development  In  the  country’s  recent 
livestock  history  will  have  a more  fnr-renchlng  effect  than  point  4's  introduction 
of  Pangola  grass.  Panama  hns  needed  a forage  which  could  grow  well  during 
Its  9 months  of  tropical  rains  nnd  one  which  could  withstand  as  much  as  8 
months  of  drought.  Pangola  meets  both  requirements.  Technical  cooperation 
personnel  have  completed  4 years  of  test  work  and  In  1058  these  technicians, 
agricultural  agents,  and  cooperating  farmers  established  Pangola  demonstra- 
tion fields  In  nil  of  the  major  livestock-producing  provinces.  In  these  areas 
Pangola  carries  on  the  average  from  two  to  three  animals  per  hectare  through- 
out the  year  and  some  fields  up  to  five,  while  native  grasses  only  carry  one 
or  less  animals  even  during  the  wet  season. 

8.  In  the  Chlrlqul  Province  of  Panama  a concentrated  technical  cooperation 
agricultural  program  Is  underway  covering  crop  variety  Improvement,  Insect 
and  disease  control,  pasture  nnd  fornge  variety  Improvement,  nnd  soils  nnd 
water-  management.  Usage  of  fertilizer  1r  a typical  example  of  progress  there. 
Fertilizer  field  trials  In  Chlrlqul  began  -1  years  ago  when  nlmost  no  fertilizer 
was  being  used.  In  1958,  over  2.000  tons  of  fertilizers  were  Imported  for  use 
In  the  province.  Check  plots  show  that  farmers  get  an  average  of  CO  percent 
Increase  In  grain  yield,  or  7 bushels  of  corn  i>or  nerp.  This  Is  equivalent  to 
225,000  additional  bushels  of  corn  to  the  amount  applied  In  1058. 

0.  By  the  end  of  1058,  Panama's  program  of  water  resources  invosr'gntlons, 
under  technical  advice  of  point  4 ns  a foundation  for  nineh-iiceded  isiwer  and 
Irrigation  engineering  works,  had  reached  a significant,  goal.  There  were  then 
58  sites  on  1ft  rivers  established  for  recording  precipitation  nnd  stream  (low 
data,  from  which  long-term  reeords  could  now  be  obtained  for  the  design  of 
sound  engineering  projects.  In  addition,  photogrammctric  work  with  available 
air  photography  on  the  1ft  rivers  nnd  Intensive  study  of  B potential  rtumsites 
was  completed.  As  a result  of  this  growing  backlog  of  scientific  Information, 

It  was  possible  to  assist  in  the  preparation  of  n power  mnrkct  nnd  comparative 
power  supply  survey  for  Panama  which  hns  become  the  basis  of  future  power 
development  planning.  A local  subsidiary  of  an  American  power  company  hns 
used  data  collected  through  this  program  for  projecting  expansion  of  existing 
facilities  in  the  cities  of  Panama  nnd  Colon.  Interest  by  the  Government  of 
Panama  In  future  power  plans  to  keep  pace  with  growing  Industrial  needs 
culminated  in  leg.'slatlon  authorizing  issuance  of  $4,500,000  In  bonds  for  design 
of  hydroelectric  and  thermal  electric  plants  for  a power  system  In  ihc  central 
provinces. 
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SaJJPUNO  Of  A (TOM  I'l.ISll  MKKTfi  RELATED  TO  ICA  TECHNICAL  COOPERATION 

UhouhaU  IN  Coi/lMlllA 

1.  Illustrative  accomplishments  Jn  the  field  of  agriculture  and  natural  resource* 
Include  the  following ; 

(a)  X tit  joint  I attriailtuial  cjp  tension 

This  project  la  mi  outgrowth  of  tlireo  earlier  projects  dealing  with  agricul- 
tural extension  in  Jioyaca,  land  resource  development  and  agricultural  extension 
iu  the  Ciiuca  Valley,  mid  National  Extension  Service  advisory  assistance.  The 
first  two  were  pitot  operations  designed  to  develop  extension  organizations  and 
methods  to  tit  local  conditions  and  provide  a nucleus  of  trulned  personnel.  The 
third  was  established  to  provide  top-level  advice  to  the  Ministry  of  Agriculture 
cm  tho  organizational  requirements  of  n national  service  based  on  principles  and 
methods  developed  by  tbe  pilot  projects  and  U,H.  experience. 

An  organizational  plan  for  the  National  Extension  Service  has  been  develojied 
and  approved  by  the  Colombian  Government  which  will  gradually  absorb  the 
established  agencies  of  the  two  pilot  projects.  At  tbe  present  time  the  organiza- 
tion consists  of  a national  staff  (director,  agricultural  program  specialist,  home 
economics  sjiccinllst,  and  youth  programs  specialist— all  trained  in  the  ICA 
program) ; fl  regional  offices;  10  state  offices,  and  -10  county  offices,  staffed  with 
250  professional  and  sutv'rofessional  Colombian  employees.  The  above-men- 
tioned precursor  project'  I'rovlried  a total  of  14  ICA-tralncd  extonsionUts  to 
fill  key  ijosltlons  nt  national,  regional,  nml  state  levels  of  the  now  organization. 

In  the  past  4 years  of  o|H>ratlon  225  youth  clubs  with  2,500  members  have  been 
organized.  Twenty-five  home  demonstration  dubs  hnvo  been  organized  and 
basic  agricultural  programs  established.  Although  the  extension  service  Is 
young  and  still  suffering  growing  pains,  it  Bhould  make  an  effective  contribution 
to  the  rural  Coloiublnu  economy. 

(M  Cacao  drvctofiimnt 

Prepared  an  organizational  plan  (accepted  by  GOO  for  the  establishment 
of  needed  cacao  extension  and  research  services  In  appropriate  brunches  of  tho 
Ministry  of  Agriculture  nml  coordination  of  all  mono  development  work.  This 
plnn  was  Initiated  In  August  11)58  with  transfer  of  personnel  and  equipment 
front  the  scminutniiomnus  national  cacao  campaign  to  the  Ministry  of  Agricul- 
ture. A U.8.  technician  Is  working  closely  with  Ministry  iiersonncl  to  develop 
programs  that  will  assure  establishment  of  needed  research  activities  nml  effect 
the  transfer  of  Cooperative  Service  cacao  extension  personnel  to  the  Ministry 
by  the  dose  of  1051). 

(cl  .‘ij/rfenifiii'Ul  fitachitKry  poo/s 

Four  nmchltiery  (tools  have  lieen  established  In  different  nreas  of  the  country, 
using  equipment  transferred  from  the  Ministry  of  Agriculture  and  some  pur. 
chased  from  the  Joint  fund.  These  four  pools  have  been  combined  into  two  ns 
experience  has  shown  tho  most  efficient  size,  type,  and  locutions  of  ofterntlnns. 
These  pools  have  materially  assisted  In  tbe  agricultural  development  In  their 
areas  of  operation.  Activities  are  rapidly  nppronching  a complete  self-financing 
status. 

This  project  has  Introduced  agricultural  equipment  and  demonstrated  Its 
prn|K>r  use:  trained  workers,  farmers,  and  technicians  lu  mechanical  agriculture, 
selection,  maintenance,  and  rejinir  of  equipment,  the  Improvement  of  farm  man- 
agement and  land  use  by  means  of  machinery  nml  Improved  Irrigation  methods. 

One  automatic  land  levelerwas  brought  In  from  the  United  States  nml  demon- 
Kindl'd  by  tills  project.  Now  more  than  100  of  the  same  kind  have  been  lm- 
imrtwl  nnil  are  being  used  on  private  fnrniR  In  the  area  of  tho  demonstration 
(paid  for  by  private  Individuals). 

A muelilne  for  making  Irrigation  ditches  Introduced  nml  demonstrated  by 
this  project  reduced  the  cost  from  40  to  8 tenia  pec  cubic  yard.  Ten  of  thoso 
machines  have  now  been  bought  by  Individuals  nml  are  In  use. 

Improved  equipment  nml  methods  of  clearing  Jungle  have  been  demonstrated 
which  reduce  cost  to  one  half  or  less  than  that  of  the  usual  methods.  An  Irriga- 
tion border  maker  was  Introduced;  Individuals  have  purchase  several  for  their 
own  use  ami  others  have  handmade  more,  patterned  after  the  one  demonstrated 
bv  ICA.  There  Is  n definite  tendency  for  the  Individuals  to  obtain  for  them- 
selves the  same  type  of  machine  n»  demonstrated,  or  ns  close  to  It  ns  posslhle. 
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Improved  methods  of  land  leveling  and  ditching,  and  better  engineering  de- 
sign of  Irrigation  Bystems  have  made  possible  a diversification  of  crops  and 
land  use.  Irrigated  pasture  la  a recent  innovation  here,  but  becoming  Increasingly 
popular,  because  of  improved  land  preparation  methods  and  the  use  of  better 
grasses  introduced  by  ICA. 

The  skills  and  knowledge  of  machine  operators,  mechanics,  maintenance  and 
administrative  personnel  has  been  Improved  by  constant  on-the-job  training. 
Over  100  operators,  20  mechanics,  and  18  foremen  so  trained  have  left  the  organ- 
isation because  of  more  attractive  salary  offers,  and  are  now  working  In  private 
enterprises.  One  hundred  sixty  mechanics  have  received  training  In  short  courses 
to  improve  skills.  An  agricultural  engineer,  after  1%  years  with  this  project,  Is 
now  secretary  of  agriculture  of  one  of  the  Colombian  states.  Another  is  now  the 
Held  manager  of  a large  sugar  company. 

(4)  Forestry  rttourcet  development 

USOM  technical  assistance  to  the  forestry  section.  Ministry  of  Agriculture,  la 
contributing  to  the  gradual  orientation  and  Improved  planning  of  national  for- 
estry programs.  As  a result  of  this  assistance  the  forestry  section  waa  reorgan- 
ised In  July  1IW8.  and  a National  Forestry  Service  established.  Nonprofcsslonat 
personnel  have  have  been  replaced  by  Colombian  forestry  graduates.  Where 
formerly  there  were  no  foresters  assigned  to  Held  supervisory  positions,  the 
Ministry  has  now  assigned  professional  foresters  to  the  key  positions  tn  the  ftrid, 
Ten  Colombian  forestry  engineers  were  given  special  training  in  various  for- 
estry protects  under  guidance  of  the  three  FROM  foresters.  With  the  establish- 
ment of  the  forestry  section,  all  of  these  foresters  were  given  positions  of  respon- 
sibility in  the  Ministry  of  Agriculture. 

During  the  past  year  and  a half.  45  students  were  provided  opportunities  to 
work  in  practical  forestry  operations  of  the  cooperative  field  protects  during 
vacation  periods.  Eight  Colombian  foresters  sponsored  by  ICA  for  third-country 
training  are  now  occupying  tmnortant  positions  in  the  Central  Government  and 
departmental  foreatry  organisations. 

Assistance  hRS  been  provided  the  Forestry  Institute  of  the  NnMonal  University 
at  Medellin  In  the  reorganisation  of  the  forestry  curriculum  which  was  approved 
for  the  school  year  beginning  February  1057.  The  new  curriculum  emphasizes 
practical  field  training  through  scheduling  field  laboratories  during  the  week, 
weekends,  and  vacation  periods  al  the  FSOM-sponsorod  forestry  training  center 
at  Pledras  Rlnncns,  a few  miles  from  the  university,  and  schedules  the  second 
semester  of  the  second  school  year  for  field  practices.  From  July  to  November 
105R,  10  second-year  students  spent  their  full  time  In  field  training  ramus. 

Watershed  management  projects  developed  in  cooperation  with  the  major 
municipalities  of  Bogota,  Medellin,  nnd  Cali,  hnve  been  underway  fro  3 years. 
These  projects  have  been  developed  as  model  programs  of  watershed  manage- 
ment nnd  used  rs  training  nnd  demonstration  centers  for  all  levels  of  forestry 
personnel,  in  lfi.%8,  the  Call  municipality  established  a permanent  forestry 
organisation  on  recommendations  of  FROM  foresters,  to  assure  continuance  of 
the  watershed  program,  taking  over  USOM-tralned  personnel  for  its  administra- 
tion. 

Training  given  to  Cnlotnblnn  professional  and  stibprofcsslonal  personnel  In 
the  application  of  scientific  nnd  economic  techniques  of  forest-nursery  develop- 
ment and  care  and  In  tree-planting  methods  reduced  tree-planting  costs  to  less 
than  three-quarters  cent  per  tree  compared  to  costs  10  to  15  times  greater  by 
traditional  methods. 

Education  of  private  forest  owners  Is  considered  one  of  the  most  effective 
means  of  Increasing  timber  production  Rnd  controlling  of  erosion  on  prlvalo 
lands.  A pilot  forestry  extension  project  carried  out  by  FROM  foresters  In 
collaboration  with  the  agricultural  extension  program  has  developed  standards 
and  techniques  which  can  serve  as  a base  for  a national  forestry  extension 
program,  Three  Colombian  professional  foresters  have  been  trained  In  the 
techniques  of  forestry  extension,  one  of  whom  Is  now  employed  as  forest  ex- 
tenslonlst  In  the  Ministry  of  Agriculture. 

2.  Illustrative  accomplishments  In  the  field  of  public  health  Include  the 
following: 

(a)  /’uMfo-ficaHA  envincerino 

The  regional  organization  providing  public-health  engineering  services  through- 
out the  country  was  extended  to  include  12  of  10  departments.  Stejn*  are  being 
Initiated  to  turn  this  orglnactlon  over  to  the  Ministry  of  Public  Health  or  to  the 
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departments  themselves.  As  of  December  «‘I0,  193S,  two  of  the  departments  had 
sanitary  engineers  ou  their  payroll.  During  this  period  two  engineers  returned 
from  training  in  the  States,  both  of  whom  nre  now  employed  In  tills  iietd  by 
tho  Government  of  Columbia.  One  sanitary  inspector  returned  from  training 
in  itruzll  and  is  working  for  the  ministry. 

(b)  Health  education 

Adequate  administrative  and  financial  support  to  launch  n long-range  plan 
for  the  preparation  and  utilization  of  qualified  health -education  staff  was  secured 
from  the  Colombian  Government.  The  systematic  recruitment  within  country 
orientation  and  out  of  country  Hjieeiallaed  training  for  persons  with  appropriate 
academic  nnd  experience  background  was  Initiated.  Thirteen  persons  wore  em- 
ployed in  apprentice  health  educator  positions.  During  the  UHH-fiiJ  school  term 
three  of  these  are  receiving  graduate  training  In  accredited  schools  of  public 
health  in  U.S.A.  Provision  has  been  mude  for  training  of  six  more  of  those 
now  employed  In  apprentice  pisltions  during  the  1U51M10  term. 

Qualifications,  functions,  and  sulary  scales  for  health  education  personnel  were 
defined  and  the  necessary  steps  taken  to  incorporate  these  iu  the  national  civil- 
service  system. 

Through  participation  in  training  activities  at  national  and  state  level,  health 
education  stuff  gave  courses  to  70  public  health  physicians,  3.1  public  health 
nurses,  118  sanitarians,  1H10  primary  teachers,  10  supervisors  of  primary  edu- 
cation, 110  employees  of  the  national  malaria-eradication  program,  r>0  employees 
of  the  nntloutil  amaUpox-eradlcRtlon  campaign,  02  public  health  dentists,  nnd 
45  public  health  nurse  auxiliaries.  Three  months  of  field  orientation  in  local 
health  centers  for  nine  health  education  apprentices  was  also  given. 

Health  education  service  was  provided  to  the  muinrin-erndicntiou  program, 
rabies-control  demonstration,  Intestinal-parasite  study,  nutrition  uud  public 
health  dental  projects  in  Valle  del  Canca  and  Cnidus  and  others.  This  action 
served  us  basis  for  determining  more  effective  health  education  procedures  and 
for  Interpreting  and  establishing  technical  standards. 

In  tho  national  health  education  department  a position  for  a director  of 
public  Information  nud  materials  development  was  established  and  budgetary 
provision  made.  An  organized  information  service  was  established  within  the 
state  project  in  Caldus. 

I.vrix  AMMUCA.V  BTUPK.NTH  IX  IKON  Cl'lIT.UN  torNTIUKrt 

Chairman  Hayden.  You  mentioned  Latin  Americans  wlm  come  fo 
the  United  States  to  study,  particularly  military  personnel.  Whitt 
about  Latin  Amorieims  wlm  go  to  the  Soviet  t'nion  for  their  in- 
struction ? 

Do  you  have  any  information  on  how  many  have  l>ocn  educated  in 
Moscow  in  connection  with  indoctrination  in  communism? 

We  were  told,  for  example,  at  one  time  that  a very  large  number  of 
(lUatenia)ans  had  been  to  Moscow  and  had  gone  through  a course  of 
training  in  how  to  subvert  their  country  so  that  it  might  lieeomo 
communistic. 

Mr.  Snow.  Senator,  there  has  Inteu  a movement  of  people  from  Latin 
America  to  points  behind  the  Iron  Curtain  for  the.  sort  of  training 
that,  you  refer  to. 

I imagine  that  if  a study  were  made  it  would  show  that  there  has 
been  a small,  hut  steady,  flow  of  these  people  for  some  years. 

However,  I am  not  aware  that  members  of  the  military  organizations 
of  tho  Latin  American  countries  have  been  going  behind  tho  Iron 
( ’nrtnin  for  military  training. 

In  fact,  you  will  generally  find  that  (he  military  services  of  Latin 
America  are  aland  the  most  nntieoinumnistic  of  any  group  you  could 
look  to. 

Chairman  Hayden,  Have  you  any  questions,  Senator  Ellonderf 
Senator  Ku.endeu.  Yes. 

42551—60  — 27 
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Did  vou  glance  over  my  report  which  I made  last  year  on  South  and 
Central  America? 

Mr.  Snow.  Yes,  sir;  I did.  In  fact,  I have  a summary  of  it  here 
that  a member  of  my  staff  made  for  me. 

ADMINISTRATIVE  EXPENDITURES  FOR  TECHNICAL  ASSISTANCE 

Senator  Ellendek,  Are  you  familiar  with  my  criticism  of  the  large 
amounts  spent  for  administrative  expenses  in  the  handling  of  the  tech- 
nical aid  program  ? 

Mr.  Snow.  I believe  your  comment  was,  Senator  Ellonder,  that  more 
of  the  administration  could  and  should  be  handled  by  the  Embassy 
administrative  staffs.  Is  that  correct? 

Senator  Ellendkr.  The  report  is  self-explanatory.  I felt  that  in 
many  countries  you  had  an  administrat  ive  force  entirely  out  of  balance 
with  the  programs  carried  on  in  the  respective  countries. 

For  instance,  I remember  distinctly  of  having  talked  to  vour  head 
man  in  Panama,  Mr,  Will,  whom  I think  I had  previously  met  in 
Pakistan.  Not  only  did  I receive  such  information  from  Mr.  Will, 
but  also  from  several  Ambassadors  whose  names  I did  not  mention  in 
my  report.  Many  of  them  agreed  that  the  amount  of  money  spent  for 
administrative  purposes  was  not  in  keeping  with  the  size  of  the  pro- 
gram we  had  in  those  countries. 

SITUATION  IN  PANAMA 

Now,  with  respect  to  Panama,  I pointed  out  that  Mr.  Will  stated 
to  me  that  an  assistant  was  sent  to  him  and  us  I remember  his  state- 
ment, he  indicated  ho  had  no  use  for  him  but  wanted  the  man  sent 
back. 

One  of  your  regional  inspectors  visited  Panama  and  insisted  that 
this  assistant  stay  although  Mr.  Will  said  he  had  no  use  for  him. 

As  I recall,  this  assistant  was  receiving  a salary  of  between  $lii,000 
and  $10,000  per  year. 

What  do  you  have  to  say  about  that  ? 

Mr.  Snow.  Senator,  I am  here  representing  the  State  Department. 
We  responded  to  your  report  on  March  13  with  regard  to  the  recom- 
mendations you  made  about  our  State  Department  operation. 

The  ICA,  I believe,  responded  separately 

Senator  Ellenoer,  ICA  responded  on  four  or  five  countries  as  I 
remember  now, 

Mr.  Snow.  I believe  vour  question  could  better  be  answered  by  Mr. 
Atwood,  who  is  the  ICA  representative  here.  I am  not  familiar  with 
that  Panamanian  matter  in  detail.  Senator. 

Senator  Ellendek.  You  know  how  the  program  is  being  conducted, 
do  you  not  I 

Mr.  Snow.  Yes,  sir;  but  I don’t  know  the  details  of  administration 
ami  personnel. 

Senator  Ellender.  All  right;  who  can  answer  the  question  I just 
asked  ? 

On  page  107  of  my  report  I mentioned  specifically  the  testimony 
given  to  me  by  Mr.  Will.  He  said  he  had  no  objection  to  my  use  of  it. 

The  administrative  budget  totals  $147,000  per  year. 
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I am  reading  from  page  171  of  my  report. 

I discussed  this  problem  with  Mr.  Will  and  he  agreed  with  me  that  there  were 
too  many  people  In  the  administrative  section. 

Not  only  did  Mr.  Will  agree  to  that,  but  many  others  did  agree. 

The  only  difference  is  that  those  who  thought  as  Mr.  Will  suggested 
that  I not  use  their  names, 

Mr.  Will  told  tuo  that  approximately  6 months  prior  to  my  visit  la  Uaimiuu. 
Mr.  Rollin  Atwood,  regional  director  of  ICA,  made  an  inspection  call  at  this 
station.  At  that  time  Mr.  Will  said  he  recommended  that  the  position  of  deputy 
director  bo  abolished.  Mr.  Will  told  me  that  Mr.  Atwood  Insisted  that  the  deputy 
director  bo  retained. 

Wluit  do  you  have  to  say  ubout  that  statement,  Mr.  Atwood  ( 
l'osirnix  or  ucrcTY  uiuixtoh 

Mr.  Atwood.  Senator  El  lender,  before  I state  that  I want  you  to 
know  that  wo  feel  that  your  report  is  probably  one  of  the  most  helpful 
reports  thut  we  have  had  regarding  our  operations  even  down  to  the 
details  of  our  operation  and  we  concur  practically  MX)  percent  with  the 
recommendations  and  the  conclusions  which  you  have  made. 

However,  in  this  specific  case  and  in  answer  to  your  statement  here 
that  is  in  your  report,  it  is  perfectly  true  that  Mr.  Will  did  not  feel 
that  the  position  of  deputy  director  was  necessary  in  Panama. 

However,  at  a meeting  in  March  1047,  in  which  Mr,  Will  was  pres- 
ent, together  with  the  ICA  Washington  Director  of  Personnel  and 
representatives  of  all  of  the  particular  ICA  Washington  technical 
services  which  handled  personnel  in  the  various  programs  that  we 
carry  on,  at  that  meeting  specific  requests  were  made  for  an  economic 
adviser  at  the  top  level,  for  an  additional  program  oflicer,  for  an  addi- 
tional executive  oflicer,  for  an  additional  training  oflicer.  Those  rec- 
ommendations were  approved  by  the  entire  group,  including  Mr.  Will. 
Senator  Ei.i.kndeh.  For  what? 

Mr.  Atwood.  For  the  Panama  program. 

These  additional  jol«  were  considered  essential  at  that  meeting 
for  the  Panama  program  in  order  to  effectively  carry  out  that  pro- 
gram. 

Senator  Kli.kndkm.  Do  you  admit  that  Mr.  Will  told  you  he  did  nut 
need  this  deputy  assistant  as  I have  quoted  him  i 
Mr.  Atwood.  No,  sir;  not  the  the  exuct  language  that  is  here,  sir. 

I was  perfectly  aware,  und  had  been  for  a considerable  time,  thut  Mr. 
Will  aid  not  feel  in  the  organization  of  the  mission  that  a deputy 
director  position  as  such  wus  required. 

He  diu,  however,  strongly  recommend  that  these  other  four  posi- 
tions be  uuded  in  order  to  carry  out  the  program. 

Now,  in  this  meeting  in  Mutch  MKm  it  was  decided  that  a deputy 
director  Mould  be  appointed;  that  he  would  be  a top-level  economic 
man  so  that  he  could  fulfill  tne  requirements  of  the  economic  adviser 
that  they  wanted. 

He  also  would  take  over  the  job  of  the  economic  program  oflicer 
that  had  lieen  requested. 

So  instead  of  sending  four  men  we  sent  one  and  lie  was  a top-level 
man,  and  we,  therefore,  appointed  him  as  a deputy  director. 

I talked  this  matter  over  very  frankly  with  Air.  Will  and  he  agreed 
to  it. 
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Senator  Ellen  der.  Now,  somebody  is  telling  a story — either  you 
or  Mr.  Will. 

Mr.  At  wood.  Mr.  Will  is  in  (own  and  I talked  to  him. 

Senator  Elle.vder.  I would  like  to  get  him  here.  I want  him  to 
face  you, 

Mr.  Atwood.  All  right. 

I talked  to  him  very  frankly. 

Senator  Ellendew.  I would  like  to  know  who  is  telling  me  the 
truth,  you  or  Mr.  Will. 

Mr.  Atwood,  Senator,  Mr.  Will  told  me  just  2 days  lufo—he  is  here 
in  Washington  and  1 talked  to  him — ho  said  that  1CA  Washington 
had  insisted  on  a deputy  director.  That  is  correct,  wo  did.  I am  just 
explaining  the  reason  wo  did  it. 

Senator  Ellexdkk.  IIg  said  it  was  not  necessary.  Does  ho  admit 
that '? 

Mr.  Atwood.  It  is  not  necessary  if  you  have  the  other  four  men, 
but,  if  you  don't  hnvo  the  other  four  men,  he  certainly  was  glad  to 
hnve  him.  Mr.  Will  stated  at  this  meeting 

Senator  Ellexdkr.  Who  was  glad  to  have  him,  Mr.  Will  ? 

Mr.  Atwood.  Mr.  Will. 

Senator  Ei.i.endkh.  Mr.  Will  told  me  he  wns  not. 

Air.  Atwood.  Air.  Will  said  that  the  deputy  director  should  ho  of 
director  caliber.  Now,  ho  disagreed  on  the  title  that  this  man  should 
have,  but  he  did  not  disagree  on  the  need  for  more  manpower.  In 
fact,  he  asked  for  more  personnel  than  the  one  man  we  sent.  I think 
it  is  a tni-understanding  regarding  Ms  feeling 

Senator  El lender.  Why  is  Mr.  Will  in  town  ? 

Air.  Atwood.  He  lias  come  up  and  ho  is  resigning, 

Senntor  El lender.  Why! 

Mr.  Atwood.  Well,  he  has  reached  tho  age  where  he  requested  to 
retire. 

Senator  Ellendew.  No  pressure  was  brought  to  bear  against  him? 

Air.  Atwood.  Not  that  I know  of.  I certainly  did  not. 

Senator  Ellendew.  Let  us  get  Air.  Will  here,  please. 

Mr.  Atwood.  As  I say,  I have  gone  over  this  both  in  Panama  with 
him  and  in  Washington. 

Senntor  Ellendew.  I want  to  get.  him  to  face  you.  Somebody  is 
telling  a story. 

Mr.  Atwood.  I faced  him  after  I saw  your  statement  in  this  report, 
and  asked  him  in  so  many  words  what  this  was.  He  explains  that 
it  was  the  same  feeling  that  he  expressed  to  me  that  the  position  of  a 
deputy  in  his  typo  of  organization  that  he  did  not  want,  but  he  did 
want  help. 

Senator  Ellendew.  lie  never  told  me  tlmt.  He  said  it  wns  over- 
crowded, 

Tho  samo  thing  is  true  in  several  other  places.  However,  I cannot 
violate  the  confidence  of  the  people  who  gave  me  this  information, 

Air.  Atwood.  Tho  question  of  administrative  personnel  m Latin 
America  has  been  gone  into  in  great  detuil  even  before  your  report  and 
in  more  detail  following  your  report. 
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QUESTION  or  AGREEMENT  WITH  THE  LU.LNDEB  REPORT 

Senator  Ei.lexdeh.  You  say  you  find  no  fault  with  my  report? 

Mr.  Atwood.  I say  in  (he  conclusions  and  in  the  recommendations 
and  in  cutting  administrative  personnel  to  the  bone,  we  have  no  objec- 
tion ; 1 agree  with  you  100  percent. 

I disagree  on  the  number  of  people  that  are  needed  to  carry  out  the 
type  of  program  we  have.  I frankly  disagree  on  that. 

senator  Ellkndeu.  What  do  you  agree  with  on  my  report?  You 
say  you  learned  from  it. 

Mr.  Atwood.  I agree  i(>0  percent  with  your  recommendation  that 
technical  cooperation  should  Jm>  demonstration  and  training  only,  pure 
and  undefiled. 

I agree  100  percent  with  (hat. 

Senator  Ellkxdeh.  You  know  that  is  not  being  carried  on  that  way 
in  many  countries. 

Mr.  Atwood.  It  is  being  carried  on  to  the  best  of  our  ability,  sir. 
That  is  a policy  that  we  stick  to  and  I stick  to  very  firmly. 

ASSISTANCE  IN  NICARAGUA  AND  GUATEMALA 

Senator  Erxi;\'m:n.  Let  us  sec  if  you  arc  doing  that. 

In  Nicaragua 

Mr.  Atwood.  I am  familar  with  the  Nicaraguan  situation. 

Senator  Eixkxdeii.  I think  in  Nicaragua  and  another  country— — 

Mr.  Atwood.  You  men!  ionod  Colombia  where  technical  cooperation 
funds  are  being  used  in  the  amount  of  $1,100  for  housing. 

Senator  Kixkxdui.  You  have  *_'UO  units  going  up  there  ? 

Mr.  Atwood.  There  must  he  some  misunderstanding  because  no 
such  program  exists  in  Columbia. 

Senator  Eixkxdmi.  It  is  Guatemala ; I am  sorry. 

Mr.  At  wood.  In  G«w,,mula? 

Senator  Eij,knu:ii.  Two  hundred  units. 

Mr.  Atwo-.d,  More  than  that,  but  it  is  special  assistance  money  be- 
ing used,  not  technical  cooperation. 

The  same  thing  is  true  m Nicai  ugua ; it  is  special  assistance  money, 
not  technical  cooperation,  and  that  is  in  accord  with  your  own  recom- 
mendation that  this  capital  equipment  should  bo  from  funds  other 
than  technical  cooperation. 

As  I say,  wo  are  trying  our  best  to  d < it. 

Senator  Eixundhu.  Mr,  Atwood,  I was  informed  by  the  people 
there  that  technical  assistance  money  was  being  used  tor  that  pur- 
pose. Are  they  in  error? 

Mr.  Atwood.  I am  afraid  there  is  a misunderstanding. 

Senator  Km.endku.  Are  they  in  error? 

Mr.  Atwood.  They  arc  in  error  if  they  made  that  statement. 

Mi*.  Mimi'iiv.  You  raised  this  point  initially  when  Mr.  Dillon  first 
appeared. 

Senator  KiXKxnr.a.  Not  only  initially,  but  I was  instrumental  in 
having  the  law  changed  hack  in  lOM.  You  remember  that? 
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ALLEGED  VIOLATION  Of  1988  LAW 

Senator  Ellkxder.  And  I do  know  this,  that  my  report  also  shows 
that  the  same  practices  I found  in  1952  which  gave  rise  to  a ciiange 
in  the  law  is  again  hung  practiced  in  these  services,  You  are  con- 
tinuing to  use  some  technical  aid  money  for  investment  purposes 
rather  than  for  true  demonstration  purposes. 

It  was  in  Peru  where  I found  the  worst  offenses  occurring,  as  I re- 
member. That  Mas  pointed  out  in  my  report  in  1953. 

Do  you  remember  that? 

Mr.  Murphy.  I remember  that  report. 

Senator  Ellf.xdkil  Of  course,  that  has  been  done  aM’ay  with  to 
some  extent,  but  you  are  still  paving  for  6 to  7 percent  of  the  cost  of 
operating  some  of  the  servicios  after  they  have  become  going  concerns. 

It  strikes  me,  as  I pointed  out.  in  this  report,  Mr.  Atwood,  that  this 
is  in  violation  of  the  law. 

If  you  will  go  out  there  and  look  into  it  you  will  find  I am  correct. 
Mr.  Murphy.  I Mould  like  to  finish  the  point  I Mas  trying  to  make. 
You  raised  this  point  initially  when  Mr.  Dillon  appeared,  I indi- 
cated to  Mr.  Dillon  at  the  time  that  this  undoubtedly  was  special 
assistance  money. 

You  did  not  think  this  m-us  correct.  I mndo  a special  check  on  the 
item  to  he  certain.  I verified  without  any  doubt,  that  tho  money  in 
Guatemala  used  in  the  housing  project  for  supplies  came  from  the 
special  assistance  appropriation. 

Mr.  Atwood  lias  said  Me  have  no  quarrel  in  principle  with  your 
point,  that  technical  cooperation  should  lie  used  in  demonstration 
training  only;  he  has  sniff  to  the  best  of  our  ability  wo  are  Matching 
this. 

And  maybe  in  some  instances  we  have  slipped  over  the  line.  It 
is  not  because  wo  are  not  conscious  of  this  and  are  not  making  a de- 
termined effort  to  stay  within  the  principles  espoused  in  the  law 
which,  of  course,  you  were  instrumental  in  helping  to  enact. 

SPECIAL  ASSISTANCE  FUNDS  IN  GUATEMALA 

Senator  Eu.BxnKH.  You  say  then  that  special  assistance  funds  wore 
used  in  Guatemala  ? 

Mr.  Murphy.  That  is  correct. 

Senator  Ki.lkxuku.  According  to  the  records  I have  before  me. 
They  got  no  special  assistance  funds  in  1959. 

Mr.  Murphy.  Nor  is  any  proposed  for  1960.  hut  there  was  a special 
assistance  program  in  Guatemala  for  2 or  3 years. 

Senator  I*'. i. lender.  These  were  being  constructed  when  I was  there 
last  year. 

Mr.  Murphy.  That  is  correct,  from  money  that  Mas  obligated. 
Senator  Km.kniikh.  T was  told  tho  money  was  coming  from  tech- 
nical assistance. 

Mr.  Murphy.  Sir,  if  you  were  informed  to  that  effect  , you  Mere  in- 
formed incorrectly,  because  I can  assure  you  they  were  special  as- 
sistance funds. 

Senator  Ellen  her.  Those  funds  had  l>con  carried  over  ? 
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Mr.  Murphy.  Yes,  sir;  they  were  obliguted  in  the  year  in  which 
they  were  appropriated  for  the  particular  protects,  and  as  happens 
in  many  of  our  projects,  the  actual  spending  of  the  dollars,  the  receipt 
of  the  equipment  and  so  forth,  comes  sometimes  after  the  year  in 
which  they  are  initially  obligated. 

That  explains  why,  even  though  they  were  not  the  funds  of  the 
year  in  which  you  visited  Guatemala,  they  were  being  spent  for  those 
purposes. 

CONSTRUCTION  or  HOUSIN'} 

Senator  Ellkndkr.  I was  told  that  these  houses  were  being  con- 
structed for  demonstration  purposes. 

Mr.  Murphy.  That  is  correct. 

Senator  Ellkndkr.  Would  you  consider  them  so? 

Mr.  Murphy.  I believe  there  was  a demonstration  element,  but  Mr, 
Atwood  is  more  qualified  to  reply. 

Mr.  Atwood.  \ es;  it  is  demonstration  and  the  construction  of  them 
is  a demonstration  project,  which  is  financed  by  the  TO,  the  actual 
demonstration. 

Senator  Ellkndkr,  The  demonstration  was  not  to  construct  1 build- 
ing, but  to  construct  200. 

Mr.  Atwood,  The  demonstration  is  to  show  people  how  to  build 
buildings;  to  tench  more  and  more  people  how  to  build  the  buildings. 

The  money  used  in  the  actual  building  is  tho  special  assistance 
money,  but  the  program  of  training  people  in  the  shop  there  that  is 
set  up  in  the  place  where  they  are  molding  the  houses,  the  training 
carried  on  in  that  shop  is  TC,  just  as  pure  us  anyone  can  have  it. 

But  tho  money  that  is  being  used  to  buy  water  closets  and  window 
frames  and  so  on  to  go  into  uiese  houses  is  special  assistance  money. 

Now,  tho  special  assistance  was  there  to  help  put.  Guatemala  back 
on  its  feet  and  the  building  of  houses  was  an  essential  part  of  that 
program. 

The  TC  was  doing  nothing  hut  showing  the  people  how  to  do  it. 

COST  PER  HOUSE 

Senator  Eu.kndkh.  The  200  houses  which  were  being  built  there,  as 
I remember,  would  cost  about $1,100  per  unit  ? 

Mr.  Atwood,  I think  that  figure  is  probably  correct  ; it  might  be  a 
little  higher.  The  houses  ended  up  at  a cost  to  the  purchaser  of  about 
$2,500. 

Senator  Ei.lkndkil  That  was  the  sales  price  ? 

Mr.  Atwood.  lie  1 Knight,  it,  for  that  when  it  was  finished. 

Senator  Ellkndkr.  I understand. 

As  I recall,  the  receipts  from  the  sales  were  going  to  lie  placed  in  a 
revolving  fund  to  build  more  houses ; is  that  correct  ? 

Mr.  Atwood.  That  is  correct,  because  the  people  who  take  these 
houses  have  to  nay  back  this  $2,300  and  that  money  is  being  mode 
available  for  building  new  houses. 

That  is  special  assistance  money. 

Senator  Elijjndkr.  This  money  was  given  to  the  Guatemalan 
Government.? 

Mr.  Atwood.  Yes,  sir. 

Senator  Ellkndkr,  To  construct  these  houses  ? 
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Mr.  Atwood.  It  was  given  to  the  Guatemalan  Government  to  bo 
used  in  this  project  for  the  purchase  of  materials  necessary  in  build- 
ing these  houses. 

Senator  Ellendeh.  Whnt  size  program  have  you  there  now  ? 

Mr.  Atwood.  I am  not  sure  of  tlie  exact  number.  The  number 
of  houses  being  built  is  increasing  every  year. 

Senator  Eli.kndeh.  Why  do  you  not  use  DLF  funds  for  that  pur- 
pose instead  of  grant  dollars? 

Mr.  Atwood.  We  are  not  putting  in  any  more  money,  Senator; 
this  money  was  put  in  previously,  and  it  is  now  revolving.  We 
are  not  putting  any  new  money  in  this.  There  was  none  put  in  in 
1051)  and  there  is  none  planned  for  1960. 

OTHER  HOUSING  PfilXlRAMfl 

Senator  Eixkndkr.  What  other  countries  in  South  America  have 
such  a program? 

Mr.  Atwood.  We  have  had  one  in  Chile  and  we  have  had  one  in 
Surinam. 

Wo  have  had  some  in  the  agricultural  land  settlement  program 
in  Guatemala,  also  building  houses.  Those  are  $;H10  houses. 

I cannot  remember  right  now  how  many  other  places  we  have  self- 
help  housing. 

Senator  Ej.lkndkr.  Ton  had  one  I believe,  in  Costa  Rica. 

Mr.  Atwood.  We  probably  had  one  there. 

Senator  Kilender.  I pointed  out  in  my  report,  that  you  gave  large 
quantities  of  equipment,  such  as  mixers,  and  these  were  supplied  out 
of  technical  cooperation  funds.  I would  like  you  to  check  that,  Mr. 
Murphy. 

Mr.  Atwood.  In  Costa  Rica  it  is  technical  cooperation  money.  We 
don't  have  any  special  assistance  in  there. 

Senator  Ku, under.  Have  you  checked  as  to  the  large  amount  of 
equipment  we  have  furnished  there? 

UKEINITION  or  "demonstration" 

Mr.  At  wood.  T have  been  there  and  seen  the  program,  Senator. 

T did  not  consider  that  we  had  gone  beyond  the  demonstration 
definition. 

Now,  we  do  have  to  supply  mixers:  we  have  to  supply  some  shovels. 

Senator  Eu.knder.  You  do  not  have  to,  you  can  supply  one  but 
not  a hundred. 

Mr.  Atwood.  Well,  if  you  are  operating  in  two  or  three  places 
and  you  want  to  he  effect  ivo 

Senator  Em.kxdkr.  It  is  all  right  to  demonstrate  with  one  or  two 
mixers  so  as  to  show  how  they  operate,  hut  to  furnish  enough  to 
construct  ns  many  ns  a hundred  houses,  I lielicvn  that  is  lx»yond 
the  limits  of  what  was  intended  by  Congress. 

Mr.  Atwood.  As  T said.  Senator,  I agree  entirely  that  it  should 
be  limited  to  alisolutely  demonstration  purposes. 

Now,  ns  to  the  exact  numlwr  of  mixers  needed  to  do  the  job  of 
training,  nolwdy  can  givo  an  exact  figure.  Tt  might  be  one,  it  might 
be  two  or  three  in  order  to  do  the  job.  It  is  the  same  thing  in  a 
vocational  school. 
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If  you  have  a vocational  school  set  up  to  train  people  in  the  voca- 
tions of  arts  and  crafts  and  so  on,  in  plumbing,  electricity,  and  car- 
pentry work,  do  you  supply  1 saw  or  do  you  supply  10  saws ; do  you  sup- 
ply 1 plane  or  10  planes;  do  you  supply  1 latne  or  do  you  supply  10 
lathes  ? 

That  is  a matter  of  judgment,  but  I can  assure  you  that  the  instruc- 
tions and  the  policies  are  very  definitely  down  tile  line  that  you  have 
recommended. 

Now,  if  we  put  too  ninny  saws,  or  too  many  mixers,  we  certainly  are 
just  as  anxious  as  you  are  to  cut  it  to  what  is  purely  demonstrutionul 
and  training  work. 

Senator  Ellen  rout,  I think  someone  testified  here  previously  that 
20  percent  is  a fair  amount  to  bo  used  for  demonstration  purposes. 
Do  you  agree  to  that  ? 

Mr.  Atwood.  That  has  been  a rule  of  thumb  for  (lie  agency  ns  a 
whole. 

In  Latin  America  it  is  much  less  than  that,  even  including  the 
money  that  you  mentioned  that  is  in  the  joint  funds.  It  comes  to 
between  11  and  13  percent,  including  all  supplies  ami  equipment,  no 
matter  how  purchased. 

Senator  Ellender.  My  hope,  Mr.  Atwood,  is  that  a review  will  be 
made  soon. 

Mr.  Atwood.  A review  is  being  made,  sir. 

WATER  I'tlOJKCT  IN  VKNKZVKLA 

Senator  Ellender,  I also  pointed  out  in  my  report  that  in  Venezuela 
wo  are  still  demonstrating  to  the  people  how  they  can  obtain  good  wnter 
for  the  cities  and  villages.  As  I recall,  this  is  costing  us  about  $25,000? 

Mr.  Atwood.  That  is  right. 

Senator  Er, lender.  That  is  my  recollection  of  the  figure.  Tho 
money  is  used  to  buy  equipment  in  order  to  dig  wells  at  our  expense. 

Mr.  Atwood.  Now,  let  me  just  explain  that  one,  Senator  Ellender. 

Senator  Ellen  oka.  Do  you  think  that  ought  to  be  continued? 

Mr.  Atwood.  No,  I don’t  think  that  should  be  continued  beyond 
the  point 

Senator  Ellender.  Your  administrator  there  said  it  should  have 
been  discontinued  sometime  ago.  I asked  why  it  was  not  done. 

Mr.  Atwood.  There  were  various  problems  in  connection  with  turn- 
ing over  a program  to  another  country.  AVe  have  turned  it  over, 
though.  I think  you  will  be  glad  to  know  that,  it  was  turned  over 
on  Juno  30,  of  this  year,  but  it  takes  quite  a bit  of  negotiating  to 
turn  over  an  operation  the  size  of  that  to  the  Venezuelan  Government 
in  such  a way  that  she  can  continue  it  effect  ively. 

Remember,  we  put  in  $25,000,  but  Venezuela  put  in  $2  million  and 
that  joint  fund  was  used 

Senator  Ellender.  At  last, 

Mr.  Atwood.  That  was  used  not  only  to  buy  materials  for  it,  but  to 
run  and  administer  the  program.  That  included  administrative  offi- 
cers, program  officers,  and  so  on. 
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OTHER  PROGRAMS  Iff  VENEZUELA 


Senator  Ellendek.  Are  you  going  to  pull  out  of  Venezuela? 

Mr,  Atwood.  I don’t  think  so. 

Senator  Ellendek.  What  are  you  going  to  retain  there  ? 

Mr.  Atwood.  We  Jiave  a program  of  helping  them  with  industrial 
hygiene. 

We  have  a program  of  safety  in  the  mining  industry. 

I have  recollection  that  they  have  asked  for  help  in  participation  in 
the  held  of  labor  organization. 

Senator  Ellendeh.  And  education? 

Mr.  Atwood.  And  education,  yes.  It  is  a very,  veiw  small  program. 
It  is  a country  that  needs  technical  cooperution  unu  wants  technical 
cooperation,  although  she  can  afford  to  pay  the  cost.  I mean,  she  can 
afford  to  pay  material  costs.  You  don’t  have  to  put  any  special  assist- 
ance in  there.  She  can  borrow  or  use  her  own  funds  and  supply  the 
resources  l’or  the  program,  but  the  technical  guidance,  1 think  is,  in  the 
interest  of  the  Uni  tea  States  to  supply. 

As  long  as  she  wants  it  and  we  feel  it  is  in  our  interest  to  give  her 
technical  guidance,  I would  recommend  continuing  the  program. 

But  I would  not  recommend  continuing  that  water  supply  progr  am, 
just  as  you  have  indicated. 

Senator  Ellendek,  As  a matter  of  fact,  I thought  that  the  water 
program  could  have  been  done  away  with  quite  a while  ago. 

As  you  havo  just  stated,  the  man  m the  field  said  it  whs  going  to  be 
done,  but  it  was  delayed  up  to,  as  you  say,  June  of  this  year. 

Now,  I want  you  to  know  that  us  far  as  I am  personally  concerned, 
tliere  is  no  more  fertile  hold  in  the  world  than  South  and  Central 
America  for  our  technical  assistance. 


BANK  FOR  LATIN  AMERICA 

In  my  recommendations,  appearing  in  my  last  report,  I stated  that 
I thought  we  should  create  a bank  for  the  special  use  of  the  South  and 
Central  American  people  so  that  the  small  business  concerns  there 
would  be  able  to  borrow  funds  to  carry  out  some  of  the  things  they 
have  learned  through  our  technical  aid  program. 

You  agreo  with  that? 

Mr.  Atwood.  Yes,  sir. 

As  you  know,  that  bank  has  been  set.  up. 

Sonutor  Ellen deh.  Yes,  I know  that.  I hope,  that  you  will  see  to 
it  that  the  people  there  are  permitted  to  borrow  money  at  a reasonable 
rato  so  that  they  may  carry  out  some  of  the  things  you  have  taught 
them  through  technical  aid.  I think  it  is  a good  thing. 

I think  wo  have  been  a bit  backward  in  not  doing  it  sooner. 

TECHNICAL  AID  FUNDB  FOR  BEBVICIOR 

However,  it  is  my  hope,  Mr.  Atwood,  that  you  will  review  your 
technical  aid  programs  in  Latin  America,  particularly  that  aid  given 
to  the  servicios.  It  is  my  belief  that  in  this  area  our  expenditures 
have  taken  us  far  beyond  the  demonstration  stage. 

Mr.  Atwood,  Senator  Ellender,  on  that  let  mo  just  briefly  say  that 
the  servicio  is  the  mechanism  that  we  use.  The  projects  that  are 
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carried  on  under  the  servicio  do  change  and  do  stop  and  we  have 
stoped  over  lt400  of  them  in  the  last  6 or  7 years. 

The  servicio  is  purely  a mechanism  for  getting  people  to  work  to- 
gether. It  is  not  a project  itself. 

Senator  Ellknder.  Many  of  them  have  pools  of  tractors  and  plows. 

Mr.  Atwood.  That  is  a project  within  the  servicio. 

Senator  Ellender.  But  we  contributed  to  that.  I hope  we  are 
not  any  more. 

Mr.  Atwood.  No;  those  are  now  becoming  self-sufficient.  Private 
enterprise  is  taking  over  now,  but  private  enterprise  would  not  do  it 
to  begin  with  until  it  saw  it  would  work. 

Now  private  enterprise  is  doing  it.  You  have  your  machine  shops. 
You  have  your  representatives  of  the  agricultural  machinery  com- 
panics  who  are  handling  the  type  of  things  that  those  pools  did  do  to 
begin  with. 

Senator  Ellender.  Senator  Hayden,  I do  not  want  to  go  into  any 
further  detail  because  I have  already  consumed  much  time,  but  I am 
very  much  interested  in  South  and  Central  America,  as  I feel  we 
should  bo.  To  be  frank,  though,  I am  rather  disappointed  and  sorry 
to  see  how  some  of  the  people  there  have  been  acting  toward  us,  when 
in  fact  all  we  are  trying  to  uo  is  help  them. 

It  is  my  hope,  Mr.  Atwood,  that  you  will  give  thorough  consideration 
to  the  recommendations  I have  made  in  my  report  on  Latin  America. 

I will  beglad  to  hear  from  you  from  time  to  time. 

Mr.  Atwood.  I shall  be  very  glad  to  keep  you  informed  regarding  it, 

FRUORAUg  VITAL  TO  UNITED  STATES 

Sonator  Ellender.  I really  believe  that  the  programs  in  South 
America  are  of  vital  importance  to  us  and  should  lie  continued. 

Now,  Mr.  Atwood,  there  is  another  area  I discussed  in  my  report, 
and  that  is  Trinidad. 

Air.  Atwood.  Yes,  sir. 


PKOQRAU  IN  TRINIDAD 

Senator  Ellender,  I talked  to  Mr.  Donald  Laidig  there,  who  had 
just  arrived  from  Washington  at  the  time.  He  tola  mo  that  he  had 
administrative  cost  in  his  office  last  year  of  $80,000  to  start  a program. 
This  program  is  being  started  in  advance  of  the  findings  of  the  Joint 
West  Indies  Commission. 

In  a long  conversation  I had  with  Mr.  Orebaugh,  he  was  opposed 
to  any  program  going  on  there,  and  I so  stated  in  my  report. 

I said  this: 

The  circumstances  prevailing  hero  offered  an  example  of  how  the  foreign 
ntd  program  feeds  upon  itself,  how  it  Is  being  extended  Into  areas  where  U.8. 
Interest  a are  not  Involved.  If.  Indeed,  there  are  nny  aucli  Interests,  they  are 
purely  secondary.  If  the  committee  require*  an  example  of  pure  and  complete 
waste  of  funds,  that  cxamplo  Is  found  In  Trinidad. 

Have  you  any  money  in  here  for  Trinidad  ? 

Mr.  Atwood.  Yea,  sir;  we  do. 

Senator  Ellen der.  How  can  you  justify  that,  Mr.  Atwood! 

Mr.  Atwood.  First  of  all 
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Senator  Ellender.  Wait  a minute.  Did  the  West  Indies  Commis- 
sion authorize  anything? 

Mr.  Atwood.  No,  sir;  I don’t  know  what  they  are  referring  to. 
There  must  be  some  misunderstanding.  There  was  no  joint  com- 
mission making  a study  for  us  that  had  anything  to  do  with  our 
program. 

Senator  Ellkndf.r.  The  consul  general  there,  I presume,  is  well 
informed.  And  I asked  Mr.  Laiclig  the  specific  question,  why  did 
he  not  wait  until  the  commission  made  its  findings.  He  said  lie  did 
not  know  what  the  commission  would  do  and  ho  thought  ft  program 
hero  was  necessary. 

Mr.  Atwood,  t'liere  may  be  some  sort  of  commission  within  the 
West  Indies  Federation  Government  itself,  but  there  is  no  joint  com- 
mission in  which  the  United  States  and  those  countries  are  studying 
our  program  down  there. 

Our  program  down  there  has  been  determined  after  very  careful 
discussions  between  the  State  Department  and  ICA.  There  is  a pro- 
gram t here  this  year,  and  there  has  been  a program  there,  a small  ono. 

EXPENDITURES  IN  1059 

Senator  Ellendkr.  How  much  have  you  spent  through  1059,  and 
for  what? 

Mr.  Atwood.  I would  have  to  check  that  because  our  program  in 
the  Caribbean  area  is 

Senator  Kixendkr.  I nni  talking  about  Trinidad  now. 

Mr.  Atwood.  Wo  have  not  spent  any  program  funds  in  Trinidad 
itself. 

Senator  Eixenokr.  What  is  Mr.  Laidig  doing  there  ? 

AGRICULTURAL  EXPERT 

Mr;  Atwood.  Ho  is  in  charge  of  the  programs  that  we  have  through- 
out the  West  Indies,  and  wo  do  have  programs  in  various  of  the 
Windward  Islands  and  the  Leeward  Islands. 

Son  at  or  Ellendkr.  You  had  an  agricultural  expert  there,  as  I have 
shown  in  my  report? 

Mr.  Atwood.  We  had  two  men  who  wore  available  to  the  various 
islands. 

Senator  Ellen  der,  Will  you  tell  us  how  much  money  was  spent  last 
year,  and  for  what  purpose,  in  Trinidad — in  fact,  in  the  entire  aim. 

Mr.  Atwood.  In  reference  to  Trinidad,  no  money  was  spent  in  con- 
nection with  any  project. 

Senator  Eixbnder.  There  is  no  program  contemplated  ? 

Mr.  Atwood.  There  is  a program  contemplated,  but  we  are  not 
going  forward  with  a program  until  we  reach  a mutually  satisfactory 
arrangement  with  t he  Trinidad  Government. 

Senator  Ellendkr.  Why  do  you  find  it  necessary  to  do  that? 
Trinidad  is  a rich  British  possession.  The  British  have  been  there 
formally  yea  re  and  there  is  much  oil  there. 

In  view  of  the  fact  that  the  British  are  there,  why  should  we  step  in? 
Mr.  Atwood.  The  basic  reason  is  that  we  nave  a policy  of  trying 
to  help  people  to  assume  increased  responsibilities  leading  toward 
independence.  That  is  taking  place  throughout  the  West  Indies 
area. 


MUTUAL  SECURITY  APPROPRIATIONS,  1960  427 

Tlie  West  Indies  area  is  of  vital  concern  to  the  United  States.  It  is 
of  definite  interest  to  the  United  States  from  various  angles. 

The  statements  attributed  to  the  consul  general  in  your  report,  Sen- 
ator, do  not  reflect  the  policy  of  the  State  Department. 

Senator  Ellkxdek.  Arc  we  stepping  in  to  replace  the  British? 

Mr.  Atwood.  We  are  not  replacing  the  British. 

I’OSSKSSIONH  UNDLK  BK1TIBI!  CONTttOL 

Senator  Ellknder.  Why  do  you  not  let  tliein  carry  on  there?  Why 
should  we  step  in ! They  are  the  ones  responsible  for  that  area.  Why 
should  we  spend  our  do)  furs  to  assist  British  possessions  which  are  still 
under  the  control  and  domination  of  the  British  ? 

Mr.  Atwood.  But  they  are  gaining  their  independence  year  by  year, 
increasingly,  and  it  is  in  the  interest  of  this  hemisphere  and  the  se- 
curity of  this  hemisphere  that  those  areas  develop  along  lines  which 
are  compatible  with  those  of  interest  to  the  United  States. 

Senator  Klkkndkr.  Why  are  not  the  British  doing  it? 

Mr.  Atwood.  They  are.  not  doing  it. 

Senator  Ellknder.  So  we  step  in  and  do  it. 

-Mr.  Atwood,  We  are  coming  in  with  certain  aspects  supplementing 
or  complementing  what  the  British  aro  able  to  do  in  connection  with 
tho  islands. 

Senator  Kli.kxiw;r.  They  are  not  doing  anything,  I understand. 

COLONIAL  IlKVM  IH'AO  NT  SKKCJCi: 

Mr.  Atwood.  Yes,  the  Colonial  Development  Service  has  develop- 
ment programs  and  the  countries  themselves  are  contributing  and  we 
aro  making  a small  contribution. 

Senator  Ellknder.  Why  is  that  not  suflicient?  Why  do  wo  not  let 
them  handle  it? 

Mr.  Atwood,  Because  we  feel  it  is  in  our  interest  to  help  these  coun- 
tries to  attain  the  institutional  and  technical  levels  which  will  make 
them  peaceful  and  cooperating  members  of  the  inter-American  com- 
munity. That  is  really  what  it  boils  down  to. 

Senator  Ellknder.  Do  you  know  how  much  you  spent  in  that  area 
last  year? 

TOTAL  KXPEHDITUBZA 

Mr.  Atwood.  I ihmk  the  budget  was  $250,000.  I cannot  tell  you 
exactly  wliat  the  expenditures  were. 

Senator  Ellender.  I stated  in  my  report  that  the  only  expense  thus 
far  is  chargeable  to  technical  aid,  but  $250,000  has  been  allocated  for 
self-help  housing  during  fiscal  year  1950. 

Mr.  Atwood.  Thnt  information  is  incorrect,  Senator  Ellender.  "We 
do  not  have  any  self-help  housing,  We  have  an  adviser,  one  of  two 
advisers  who  is  going  around  giving  technical  advice  regarding 
housing  in  the  various  islands,  but  there  is  no  self-help  housing  proj- 
ect. 

Senator  Ellender.  What  was  the $250,000  used  for  then  ? 

Mr.  Atwood.  Part  of  it  was  that  $86,000  that  was  there  for  agri- 
cultural projects. 
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BREAKDOWN  BT  FIELD  ACTIVITY 

Mr.  Murphy.  I can  give  you  a breakdown  by  field  of  activity  on 
the  $250,000,  if  you  like,  at  this  point. 

Senator  Ellen deb.  Y ou  mean  for  fiscal  year  1959  ? 

Mr.  Murphy.  Yes,  sir;  $86,000  was  in  agricultural  and  forestry 
and  fisheries;  $20,000  in  industry  and  mining;  $15,000  in  transporta- 
tion ; $10,000  in  health  and  sanitation ; $25,000  in  education ; ana  $45,- 
000  in  community  development. 

Senator  Ellendrr.  You  said  $25,000  for  education  1 

Mr.  Murphy.  Yes,  sir. 


EDUCATION  FROO&AU 

Senator  Ellendrr.  I understand  there  is  not  a public  school  on 
that  island;  they  are  all  private  schools.  What  type  of  education 
program  <s  being  operated  there! 

Air.  Murphy.  Strengthening  and  expanding  rural  teacher  training 
institutions  to  provide  the  skills  which  your  remark  would  indicato 
are  clearly  needed. 

Now,  as  far  as  the  breakdown  of  1960  is  concerned 

Senator  Ellendrr.  How  much  do  you  have  for  Trinidad! 

Mr.  Murphy.  Virtually  nothing  for  Trinidad. 

Senator  Ellendrr.  You  have  not  spent  anything  for  Trinidnd  dur- 
ing the  last  fiscal  year,  and  you  do  not  contemplate  sending  any 
this  year! 

Mr.  Murphy.  No,  sir. 

The  $650,000  that  is  proposed  for  fiscal  year  i960  is  for  the  east- 
ern Caribbean 

Senator  Ellender.  Will  you  tell  me  where  that  will  be  spent? 

Mr,  Murphy.  Yes,  sir;  I will. 

FISCAL  TEA*  I0S0  BUDGET  PROPOSAL* 

There  is  assistance  proposed  for  the  Barbados  and  nearby  islands 
in  the  field  of  industry  to  develop  handicrafts  and  for  the  tourist  in- 
dustry. 

There  is  some  assistance  for  roads  in  the  Leeward  and  Windward 
Islands.  That  is  road  development  and  maintenance  work. 

Senator  Ellendrr.  All  those  are  British  possessions! 

Mr.  Snow,  Yes.  sir. 

Mr.  Murphy.  Some  health  and  education  in  the  Leeward  and  Wind- 
ward Islands. 

There  is  somo  educational  assistance— I mentioned  that  already. 

The  total  nro)>osed  for  I960  is  $650,000. 

Senator  Em.ender.  That  is  a waste  of  funds,  pure  and  simple. 
independent  oovebnment  rot  we*t  indie* 

Chairman  Hayden.  May  I ask  when  the  British  will  turn  the  West 
Indies  over  so  thev  will  lie  an  independent  government  ? 

Mr.  Arwoon.  There  is  no  exact  date  set,  but  there  will  be  2 to  4 years 
before  the  federation  itself  gets  to  a dominion  status. 

Chairman  Hayden.  They  have  formed  a federation;  is  that  right? 

Mr.  Atmmoo.  They  formed  a federation  in  January  1958,  the  West 
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Indies  Federation,  which  is  a new  nation  in  reality,  but  the  actual 
turnover  of  all  complete  responsibility  will  not  take  place  until  the 
next  few  years. 

But  it  inis  its  own  Prime  Minister  and  its  own  Government  and  it  is 
operating,  only  there  are  certain  things  that  are  Btill  maintained  by 
the  United  Kingdom  and  a Governor  General  was  appointed  in  Jan- 
uary 1058. 

Senator  Ellender.  Will  that  continue  after  the  federation  is  com- 
pleted ? 

Mr.  Atwood.  It  will  become  a dominion  just  like  Canada,  sir. 
Senator  El, lender.  And  the  British  will  have  her  hands  in  the  for- 
eign policies, customs,  and  everything  that  means  money  ? 

Mr.  Atwood.  You  have  to  remember  that  these  islands  are  more 
closely  tied  to  the  Latin  American  area  than  they  are  to  Europe  in  all 
their  economic  interests  and  so  on.  They  nre  a part  of  the  Western 
Hemisphere. 

And  the  Congress  itself  here  in  1053  assigned  the  non-self-governing 
territories  to  the  Latin  American  section  of  ICA  rather  than  to  the 
European  section. 

Senator  Ellknder.  Such  expenses  «3  that  is  what  is  going  to  spoil 
this  program.  It  will  make  Congress  sour  on  it  someday. 

HIGH  PRtOBlTY  PROJECT 

Mr.  Atwood.  Senator,  all  I can  say  from  my  experience  in  the  For- 
eign Service  of  the  United  States  is  thnt  it.  is  determined  that  it  is 
definitely  a high  priority  as  far  as  the  national  interest  of  the  United 
States  is  concerned. 

I am  attempting  to  carry  out  a technical  cooperation  program  to 
achieve  the  foreign  policy  objectives  of  the  United  States  as  Indicated 
to  me  by  the  State  Department  and  that  is  what  I am  doing  in  the 
West  Indies. 

And  we  are  trying  to  do  the  type  of  program  we  talked  about 
earlier.  It  is  technical  cooperation  program  touching  the  people,  not 
the  governments. 

That  is  all. 

You  know  the  racial  characteristics  of  those  islands.  I think  the 
way  in  which  they  develop  is  very  important  to  the  future  relations  of 
the  United  States.  That  is  the  onlyjustification  I can  give  you. 
Senator  Ellender.  I understand.  We  are  having  our  troubles  there. 
Mr.  Atwood.  We  have  Haiti,  too,  which  is  a problem. 

DOMINICAN  RRPU81.I0 

Senator  Ellender.  The  only  one  you  are  trying  to  kick  around  is  the 
Dominican  Republic.  I do  not  know  why  the  State  Department 
should  want  to  do  this  because  in  my  entire  travels,  since  1052, 1 never 
saw  one  single  solitary  area  which  made  more  progress  from  1052  to 
the  time  of  my  visit  last  year,  than  the  Dominican  Republic. 

I do  not  know  how  it  was  accomplished.  I am  not  saying  that  Mr. 
Trujillo  has  not  made  mistakes  but  he  deserves  credit  for  nis  accom- 
plishments there. 

Mr.  Atwood.  We  have  a small  program  in  the  Dominican  Republic, 
in  the  field  of  vocational  training  and  education. 
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Sonutor  Ellekuer.  I nm  talking  about  the  attitude  of  the  State 
Department  toward  the  Dominican  Republic. 

Mr.  Snow.  Senator,  I would  like  to  speak  to  that  point,  about  tho 
Dominican  Republic. 

Senator  Kllkndkk.  I wish  you  would,  and  clarify  it,  if  you  will. 
Mr.  Snow.  I would  like  to  assure  you  that  we  are  maintaining  per- 
fectly normal  and  friendly  relations  with  the  Dominican  Government, 
and  with  tho  Dominican  nation. 

Senator  Km.enoer,  Is  any  effort  being  made  to  encourage  the  down- 
fall of  Trujillo? 

Mr.  Snow.  The  Government  of  the  Dominican  Republic  is  ti  e busi- 
ness of  the  neopleof  tho  Dominican  Republic. 

Senator  Eij.kni>kk,  I understand  that,  but  you  take  the  position,  as 
X understand,  that  it  is  a dictatorship. 

Mr.  Snow,  We  have  never  taken  the  position  tliut  we  were  the  ones 
to  decide  what  kind  of  government  the  Dominican  Republic  should 
have. 

Senator  Ki.lkndkr.  So  that  as  far  as  you  know  the  State  Depart- 
ment is  satisfied  with  tho  manner  and  method  employed  to  carry  on 
the  affairs  of  the  Dominican  Republic? 

POI.ICV  of  n on  intkkvkn  tion 

Mr.  Snow.  As  I said  before,  we  are  maintaining  perfectly  normal 
relations  with  the  Dominican  Republic  Government.  We*  practice 
as  well  os  n reach  the  doctrine  of  nonintervention  in  the  affairs  of  the 
sister  republics. 

Senator  Ellender.  Is  anybody  in  the  Department  encouraging, 
any  people  either  in  or  out  of  tho  country  to  throw  out  Trujillo  { 

Xlr,  Snow.  Absolutely  not. 

Sonator  Kllender.  1 tun  glad  to  hear  that  because  I heard  dif- 
ferently. I am  glad  to  hear  that.  Aro  you  encouraging  the  continu- 
ance of  that  government? 

Mr.  Snow.  We  are  maintaining  our  relations  with  it.  The  govern- 
ment. is  the  business  of  tho  people  of  the  country. 

SITUATION  IN  PARAGUAY 

Senator  Ellenoer.  Is  our  position  toward  the  so-called  dictator- 
ship in  Paraguay  the  same  as  that  which  you  have  described  for  the 
Dominican  Rejmulic? 

Mr.  Snow.  Tito  Government  of  Paraguay  is  the  business  of  the 
Paraguayan  people.  Wo  maintain  normal  friendly  relations  with 
the  Paraguayan  Government.  We  have  a technical  cooperation  pro- 
gram of  some  magnitude  in  Paraguay.  We  have  had  it  for  some  yea  re. 
Senator  Ei.lf.noer.  I know  that;  it  is  quite  a big  one. 

Mr.  Snow.  Yes,  it  is  quite  a big  one.  We  have  helped  the  Para- 
guayans to  finance  a new  waterplant.  for  the  cnpitnl  city,  Asuncion. 

Senator  Em.knokk.  I highly  recommended  that  in  my  report  of 
1052.  I nm  glad  it  has  been  done. 

(Discussion  off  the  record.) 
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KM  OU  TIO.Nfi  IX  LATIN  AM  ERICA 

Chairman  Hayden.  1 would  like  to  observe,  that  I mat  a very  wist* 
old  consul  general  in  Ifurcclomt  some  years  ago.  1 asked  him  for  un 
explanation  uf  why  there  had  been  so  many  revolutions  and  turnovers 
in  Latin  America,  He  had  been  stationed  there  a long  time. 

Ho  said : 

IS*  not  forget  Home  historical  facts.  One  was  that  the  Moors  were  in 
Spain  for  some  700  years.  They  conquered  all  of  Spain  rapidly  amt  went  into 
southern  Frame.  They  were  resisted  there  and  fluidly  retreated  to  the  Pyrenees. 

With  the  aid  of  French  knights,  I’nlnloiiia  was  recovered  In  70  years.  In 
the  rest  of  Spain  the  return  to  Christendom  was  very,  very  slow.  The  Spanish 
knight  would  take  a force  amt  g<>  down  ami  take  a .Moorish  castle.  What 
he  look  with  the  sword  was  his.  It  took  them  a long,  long  time  to  flimiiy 
get  the  Moors  out  of  Spain,  al  the  time  of  Fernando  ami  Isabella. 

At  tills  time  Columbus  dlsenvered  tin*  New  World.  Here  were  the  llnest 
swordsmen  in  Europe  who  with  a sword  in  their  hand  came  to  tills  eountry. 
What  Jie  could  take  by  the  sword  was  ids.  Tiny  have  had  that  military  back- 
ground which  we  never  had  in  the  United  States,  tnir  country  was  settled  h.v 
IH-ople  seeking  religious  freedom  and  liberty,  a totally  different  concept.  That 
from  the  beginning  being  the  situation  there  it  has  taken  u long,  long  time 
to  make  any  change. 

(Discussion  olF  the  record.) 

Chairman  Hayden.  There  is  n sound  historical  reason  for  it. 

INFLUENCE  OF  THE  FEUDAL  SYSTEM 

Mr.  Atwood.  Mr.  Chairman,  I would  like  to  add  to  that  explanation 
that,  you  got  from  the  consul  general  in  liarcelona  the  additional 
fact  that  the  people  wliosettled  in  the  Latin  American  area  south  of  the 
United  States  settled  from  the  Iberian  Peninsula  at  tlio  time  that 
feudalism  was  at  its  height.  The  people  who  settled  the  United 
States  and  Canada  camo  after  feudalism  had  broken  down  in  north- 
western Europe. 

So  that  the  whole  feudal  idea  was  moved  into  Latin  America.  One 
of  the  major  problems  facing  the  Latin  American  countries  at  tho 
present  time  is  trying  to  break  down  feudalism  in  tho  economic,  polit- 
ical, and  social  sense,  which  tits  in  with  what  you  heard  regarding  the 
other  side  of  the  picture. 


VENEZUELAN  PROURAM 

Senator  Dwohsiiak.  Mr.  Atwood,  I have,  been  cheeking  the  Vene- 
zuelan budget,  1 notice  you  have  budgeted.  You  say  credit 

financing.  What  does  that  menu? 

Mr.  Snow.  That  is  part  of  the  military  program. 

Senator  Dwohsiiak.  Is  that,  to  lie  repaid  ? 

General  Hahtei..  That,  is  right,  sir. 

Senator  Kllknokk.  I raised  the  point,  Senator  Dworshnk,  that  I 
did  not  see  any  jioint  in  our  providing  cash  for  that  if  we  are  to  lie 
reimbursed  by  Venezuela. 

Soimtor  Dwohsiiak.  They  have  so  much  money  down  there  they 
don't  know  what  to  do  wit  It  it.  That  is  why  they  are  feuding  and 
quarreling  among  themselves. 
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Senator  Ellkndkr.  I don’t  see  why  we  should  appropriate  funds 
ill  order  to  be  able  to  sell  to  them  on  credit.  It  seems  silly  to  me. 
They  are  a good  credit  risk. 

Senator  Dworsiiak.  I agree  with  you,  and  question  this  budget 
item. 

Mr.  Shuff.  Senator  Dworsiiak,  may  I make  a comment  to  that, 
please?  In  order  for  us  to  extend  credit,  we  have  to  nay  the  military 
department  from  which  we  either  get  inventory  stock  or  who  act  as 
agents  for  the  procurement  of  the  material  in  question.  They  do 
not  have  a bank  on  which  they  can  draw.  Wo  have  to  cite  our  funds 
to  them  in  ordor  that  they  can  either  make  the  procurement  or  take 
the  hardware  out  of  their  inventory  and  send  it  to  these  folks. 
Senator  Dworsiiak.  What  do  they  do  with  till  their  oil  revenue? 
Mr.  Shukf.  Sir,  I am  not  nil  economist. 

Senator  Dworsiiak.  How  much  military  personnel  do  you  have 
available  in  training  to  defend  their  country? 

Mr.  Shuff.  The  active  military  strength  m Venezuela . 

Senator  Dwoushak.  Are  they  fully  equipped? 

Mr.  Shuff.  Vos,  sir;  they  are  equipped,  active,  and  ready. 

Senator  Young.  What  is  the  justification  for  military  assistance 
to  a country  like  Venezuela  where  you  don't  even  know  if  they  are  on 
our  side  ? 

Mr.  Siiuff.  I think,  sir,  we  do  know  that  they  are  on  our  side. 
Senator  Young.  They  wore  not  when  the  Vice  President  was  down 
there, 

Mr,  Shuff.  Sir,  I yield  to  Mr.  Snow  on  that  kind  of  question. 
Senator  Young.  Why  all  this  rough  treatment  from  a supposedly 
friendly  country?  A country  that  we  are  helping. 

Mr.  Snow.  Senator,  I think  we  can  assure  you  that  the  present 
Government  of  Venezuela  is  well  disposed  toward  our  country  and 
that,  in  the  event  of  serious  trouble  involving  this  hemisphere,  all  of 
the  other  nations  including  our  own  could  count  on  the  Venezuelan 
armed  forces  to  do  their  share. 

Senator  Youno.  You  really  think  so? 

Mr.  Snow.  Yes,  sir. 

Mr.  Siiuff.  May  I suggest  this,  sir?  Knowing  that  if  we  do  not 
supply  military  hardware  to  some  of  tlieso  countries,  and  to  this  coun- 
try in  Question  we  are  extending  credit  for  which  we  are  being  repaid. 
Mr.  Snow.  With  interest. 

Mr.  Siiuff.  If  we  do  not  supply  them  our  experience  shows  that 

they  go  elsewhere  for  their  liardwuve.  . 

Senator  Young.  I question  the  advisability  of  arming  all  those 
countries  where  they  are  feuding  among  themselves.  I think  you  aro 
just  helping  to  stir  up  trouble.  I may  be  wrong.  I am  just  raising 
tho  question. 

DAMIR  OF  8ALK  OT  MILITARY  HARDWARE 

Mr.  Shuff.  Sir,  the  arming  that  we  do  of  South  America  is  a mod- 
est undertaking.  The  basis  on  which  we  sell  and  give  military  hard- 
ware, supplies  and  training,  services  and  training  to  Latin  American 
countries  is  on  the  busis  of  i their  ability  and  willingness  to  help  us  in 
the  antisubmarine  warfare  mission.  It.  is  actually  in  the  defense  of 
our  mainland  as  well  as  theirs. 

(Discussion  olF  the  record.) 
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Mr.  Suuff.  Now  the  history  of  those  countries  is  that  they  were 
born  out  of  military  and  they  have  always  been  military,  and  I do 
not  think  we  can  stop  them  on  short  notice  from  being  at  least 
nominally  militant. 

(Discussion off  the  record.) 

Mr.  8 huff.  Under  those  circumstances,  they  have  gone  to  Sweden, 
the  United  Kingdom,  F ranee,  and  other  countries  to  buy  various  kinds 
of  military  hardware.  Peru,  for  instance,  and  Chile  have  jet  air- 
planes. 

( Discussion  off  the  record.) 

BTATUJi  Or  OIL  INDU8TRT  IN  VENEZUELA 

Senator  Dworshak.  What  is  the  current  status  of  their  oil  indus- 
try? Isn’t  it  ojxirathig  very  profitably  at  the  present  time?  I have 
never  been  in  the  country. 

Mr.  Snow.  You  are  referring  to  Venezuela? 

Senator  Dworshak.  Yes. 

Mr.  Snow.  Yes,  the  oil  industry  is  moving  along  very  well  there. 
On  the  ot  her  hand,  the  new  government  inherited  a sad  financial  situ- 
ation from  10  years  of  the  previous  type  of  government.  They  are 
going  to  get  on  their  feet ; they  are  in  the  process  of  doing  it. 

Senator  Dworshak.  They  nave  been  getting  on  our  feet,  too. 

Mr.  Snow.  When  they  took  over  they  found  that.  Mother  Hubbard’s 
cupboard,  i.e.,  the  Treasury,  was  pretty  bare.  So  they  were  not  as 
affluent,  as  people  had  previously  supposed.  I am  speaking  now  of 
the  government. 

TOTAL  LATIN  AMERICAN  PROGRAM 

Senator  Saltonstall.  Mr,  Chairman,  may  I ask  just  two  or  three 
ouestions?  As  I understand  it,  the  total  aid  requested  in  this  Latin 
American  program  is  $169.3  million;  i9  that  correct? 

Mr.  Mubpht.  That  is  correct,  Senator. 

Senator  Sai.tonstall.  Now  the  technical  assistance  of  $45.2  million 
is  an  increase  over  last  year.  How  much  of  an  increase  is  that? 

Mr.  Murphy.  It  is  approximately  25  percent,  $9  million. 

Senator  Saltonstall.  $0  million  over  last  year?  Special  assistance 
is  $1.6  million  more  than  last  year?  The  military  assistance  is  an 
increase  over  last  year.  How  much  ? 

Mr.  MunriiY.  tt  is  $90  milliou  requested  for  military  assistance, 
which  does  represent  an  increase,  Senator.  But  ns  Secretary  Snow 
has  indicated,  it  is  accounted  for  practically  completely  by  the  inclu- 
sion of  the  credit  financing  in  this  figure.  It  is  not  all  grant  assistance. 
Senator  Saltonstall,  So  it  is  the  same? 

Mr.  Murphy.  The  grant  assistance  is  roughly  the  same. 

CONTRIBUTION  TO  ORGANIZATION  OP  AMERICAN  STATES 

Senator  Saltonstall.  The  yearly  contribution  to  the  Organization 
of  American  States  is  the  same? 

Mr.  Murphy.  That  is  corect,  a million  and  a half  dollars. 

TOTAL  RKCLAM  AS 

Senator  Saltonstall.  I understand  from  Mr.  Scott  that  you  don't 
have  the  percentages  available  today  on  the  reclamas  bur  your  pro- 
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portion  of  tho  reclaim's  of  $870  million  will  bo  bused  roughly  on  tho 
ratio  of  $108  million  to  un  authorization  of  $1  billion;  $108.4  million 
to  $4.2  billion.  Is  that  correct  ? 

Mr,  Murphy.  I believe  that  is  correct.  I would  like  to  double- 
check it,  but  it  sounds  right  to  me  now. 

Senator  Saetonstau..  So  that  on  the  basis  of  those  reclaim's  you 
tiro  going  to  show  us,  Mr.  Murphy,  where  tho  money  is  going  to  go  if 
you  got  the  money  ? 

Mr.  Mi'ueiiY.  We  hope  to  do  that,  Senator,  early  next  week  to  the 
l*st  of  our  ability.  Obviously  at  this  point  wo  huve  to  do  this  in  a 
preliminary  manner.  You  cannot  finally  reprogram  accounts  as  largo 
as  these  in  a very  short  time,  but  we  will  give  you  our  best  judgment. 

Senator  Saltonstai.i..  The  program  so  far  ns  Latin  America  is  con- 
cerned is  substantially  the  same  as  hist  year,  with  a little  increase  in 
technical  assistance? 

Mr.  Miuu’iiY.  That  is  about  correct;  yes  sir. 

Senator  Saltonstau..  Of  $9  million, 

Mr.  Ob  airman,  might  I ask  one  more  question  on  a subject  that  is 
not  directly  concerned  but  I would  like  to  put  it  to  Mr.  Murpbv? 
Chairman  IIayden.  Certainly, 

PROPOSED  BI'JlHTITl'TK  FOR  MORSE  AMENDMENT 

Senator  Salto n stall.  Mr.  Murphy,  last  week  Senators  Keating, 
.Tavits,  and  Morse  testified  as  to  an  amendment  which  was  otFoi-ed  in 
the  authorization  bill  by  Mr.  Morse  and  defeated.  They  put  forth  the 
same  amendment  here.  Now  a draft  of  a suggested  change  in  that 
amendment  that  might  be  considered  by  this  committee  was  given  to 
me.  I Mould  like  to  read  it  to  you  so  that  it  may  go  in  the  record, 
and  you  may  take  it  to  the  State  Department  for  its  consideration  as 
to  how  they  feel  with  relation  to  tho  Javits,  Keating,  Morse  amend- 
ment. This  draft  reads  as  follows : 

It  in  flic  hciihc  of  CnngreBK  (hut  any  attempt  by  foreign  nations  to  eronte  ditt- 
tiiictlons  liecauso  of  tlieir  nice  and  religion  among  American  citizens  in  grant- 
ing of  personal  ami  commercial  access  or  any  other  rights  otherwise  available  to 
U.S.  citizens  generally  Is  repugnaut  to  our  principles.  In  nil  negotiations  be- 
tween the  United  States  and  any  foreign  state  arising  as  a result  of  finals  a im- 
propriated under  this  net  every  reasonable  effort  should  be  made  to  impress 
this  expression  of  the  sense  of  Congress  upon  uny  nation  which  creates  such 
discriminations. 

Now  that  has  been  submitted  to  me.  As  I understand  it,  it  was 
submitted  us  a draft  of  this  amendment,  which,  if  tho  Congress 
adopted  it,  would  lie  a preferable  amendment  to  the  one  that  was  sub- 
mitted by  Senator  Javits,  et  al. 

Mr.  Murphy.  I know  now  strongly  many  Members  of  Congress  feel 
on  this  issue,  Senator  Saltonstull.  I will  lie  happy  to  take  that  amend- 
ment to  the  Department  and  get.  nn  expression  of  opinion  by  the  De- 
partment, not  only  on  this  suggestion,  but  also  on  the  basic  amend- 
ment. ottered  by  Senators  Morse,  Keating,  and  Javits. 

Senator  Saltonstall.  I believe  there  is  a strong  feeling  nmong 
many  Members  of  Congress  that  something  along  these  lines  should 
be  adopted. 

Senator  Dwokshak.  Mr.  Murphy,  if  I understood  you  correctly,  ft 
few  minutes  ago  you  said  that,  the  program  planned  for  lflfiO  is  sub- 
stantially the  same  as  1959,  But  I find  on  page  3 the  total  for  all 
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proarums  in  fiscal  1959  was  $129  million  and  for  19(i0,  $109  million. 
Is  t mt  correct  ? 

Mr.  Muiipiiy.  Vos,  sir.  This  wns  u qualified  statement  I made, 
Senator,  bora  use,  us  Senator  Sul  tons  tall  said,  aside  from  these  two 
changes;  that  is,  increase  in  technical  cooperation— 

Senator  Dwousiiak,  There  is  a $40  million  difference  in  tho  2 years. 

CKKIIIT  FINANCING 

Mr.  Mimrnv.  $25  million  of  which  is  accounted  for  by  the  intro* 
ductinn  of  credit  financing. 

Senator  Dwousiiak.  Which  we  will  recover? 

Mr.  Mritrnv.  Yes,  sir,  which  will  Ik*  paid  hack  to  the  United  States 
with  interest. 

I N'TKH-A MCKICAN  HFVKI.OCMK  NT  FI' Nil 

Senator  Dwousiiak.  At  that  point,  I would  like  to  make  the  obser- 
vation that.  I supported  a proposal  to  establish  the  In  ter- American 
Development  Fund  because  I thought  we  were  going  to  minimise  the 
need  of  direct  assistance  and  grants  and  all  of  this  work  we  have  been 
doing  heretofore  in  order  to  encourage  these  Latin  American  countries 
to  be  more  independent  and  to  utilize  the  financial  assistance  available 
in  the  Infer- American  Hank  to  supervise  their  own  development  and 
to  stabilize  their  economics. 

What  are  wo  going  to  do?  Are  we  going  to  continue  the  other  pro- 
gram as  well  ns  another  far-reaching  program  ? 

Mr.  Muiu’Jiy.  Tho  Inter-American  Development  Fund  would  not 
be  available  to  finance  on  credit  terms  tho  purcliase  of  military  equip- 
ment. 

Senator  Dwousiiak.  T am  not  talking  nlwmt  military,  I am  talking 
al*mt  everything. 

INTKII-AMFIUCAN  HANK 

Mr.  MntruY.  The  nuestiou  of  the  relationship  between  the  Inter- 
American  Hank  and  (no  Development  Loan  Fund  of  the  mutual  se- 
curity program  is  a question  which  does  have  to  he  worked  out  as 
wo  go  along  in  tho  future,  and  as  I he  new  bank  comes  into  existence 
and  Incomes  operative.  Wo  will  be  probably  in  a much  letter  posi- 
tion next  year  to  give  you  the  pietuiv. 

OVKHAU,  OHJKITHK  OF  FKOORAM 

Senator  Dwousiiak.  I hope  you  will  try  to  reduce  somewhat  the 
amount  of  money  which  has  l>eeii  made  available  in  the  program  be- 
fore. I am  in  accord  with  tho  overall  objective  expressed  by  Mr. 
Snow.  I rogret  I did  not  hear  his  statement,  but  in  checking  it  I 
find  t hat  collective  hemispheric  security  is  the  overall  objective.  I 
think  we  aro  all  in  wholehearted  accord  with  that,  but  again  we  have 
blundered  wherever  we  have  carried  on. 

Whenever  we  fnco  an  emergency,  Uncle  Sam  lias  to  carry  most  of 
tho  burden. 

Now  these  people  in  Latin  A meric  n are  very  nationalistic,  they  are 
proud  of  thoir  countries,  and  their  histories,  their  traditions*  and 
certainly  we  want  to  carry  on  in  u forthright  cooperative  manner  and 
not  assume  more  and  more  of  the  responsibilities  and  thereby  mini- 
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mizo  the  potential  contributions  which  they  can  make  to  overall 
security. 

I hope  you  keep  t hat  in  mind. 

PHOOHAU  IN  PANAMA 

Mr.  Snow,  I have  been  muling  with  a great  deal  of  interest  the  in- 
formation on  Panama.  I know  you  have  technical  assistance  of 
$1,000,000  for  this  fiscal  year.  I also  observe  them  has  been  consid- 
erable assistance  from  sources,  Kx port- Import  Hank,  World 

Hank,  private  banking  sources  in  the  United  States,  and  an  nll-nul 
otfort  has  bean  made  to  stabilize  the  economy  in  Panama. 

Now,  can  you  give  us  a very  brief  summary  as  to  the  current  stat  us 
of  the  economic  and  political  conditions  them?  Am  we  making  some 
progress?  Are  wo  facing  mom  ditliculties?  What  is  tho  situation  ? 
We  all  realize  the  importance  of  Panama,  how  the  United  {States  has 
gone  all  out  to  cooporate  fully  in  providing  hemispheric  solidarity. 
What  can  you  tell  us,  briefly,  about  the  situation  in  Panama? 

Mr.  Snow.  Do  you  want  this  on  t he  record  ? 

Mr.  Murphy.  Suppose  we  put  it  on  the  record,  Senator,  and  have 
tlie privilegeof  revising  it? 

Sentator  Dwokniiak.  Yes.  Give  us  a forthright  statement. 

( Discussion  otf  the  record.) 

MtM'ASnU)  STATEMENTS  AND  MKCI.AMA  LKTTMl 

Senator  Dwoksiiak.  Thank  you. 

Mr  Murphy.  Mr.  Chairman,  at  this  point  in  tlie  record  may  we 
insert  the  mclama  letter  and  certain  statements  on  the  nonreglomd 
programs  which  we  have  not  covered  at  this  point  ? 

(-Imirman  IIaydkn.  Wit  hout  object  ion,  that  will  lie  done. 

Mr.  Murphy.  Thank  you. 

(The  information  referred  to  follows:) 

Statement  of  Hon.  John  O.  Hiia  Special  Assistant  vok  Mutual  Security 

CooilltlNATIUN,  DEPARTMENT  OF  8TATB 

Mr.  Chairman  Mid  members  of  the  committee,  the  administration's  request  for 
the  President's  contingency  faml  for  fluent  year  1900  wan  $yuo  million.  The 
Congress  has  authorized  $153  million,  mid  this  amount  Is  provided  hy  the  appro- 
priations hill  us  It  imsscd  tho  House. 

The  executive  branch  urges  that  the  full  $155  million  lx>  retained  in  the  appro, 
prtntions  bill,  la  order  that  Hio  President  may  have  the  resource*  needed  to  meet 
requirements  which  have  arisen  and  which,  exjierlenoe  shows,  will  arise  after 
tho  illustrative  1900  programs  of  military  mid  economic  assistance  arc  presented 
to  the  Congress. 

You  wilt  And  on  pages  141-150  of  the  worldwide  summary  volume  of  the  presen- 
tation books  an  explanation  of  the  need  for  thU  fund,  the  kind  of  requirements 
which  It  Is  Intended  to  meet,  and  its  usee  In  the  past. 

Past  cx|x?rlcnce  has  amply  demonstrated  that,  If  the  mutual  security  program 
ts  to  fulfill  its  purpose,  It  must  be  capable  of  meeting  the  most  urgent  of  the 
requirements  which  cannot  be  anticipated  0 to  18  months  In  advance.  The 
$147  million  of  funds  available  for  contingency  p tin  wees  In  fiscal  year  1958  was 
utilized  to  meet  pressing  requirement*  arising  from  economic  difficulties  in  Spain, 
the  need  for  budgetary  assistance  In  Jordan  following  the  termination  of  other 
foreign  aid,  the  shortfall  In  financial  support  of  the  U.N.  Emergency  Force,  and 
other  situations.  In  fiscal  year  105U  the  $155  million  of  contingency  funds 
hooted  Turkey  to  Initiate  major  economic  and  fiscal  reforms,  Hndnn  and  Ilnltl 
to  meet  short-term  dislocations  In  their  export  earnings,  Ig>bonon  to  recover 


MUTUAL  SECURITY  APPROPRIATIONS,  I960  437 

from  the  strife  following  the  Iraqi  revolution,  Poland  to  reduce  Its  economic 
dc|>eridcnce  on  the  U.K.8.H.,  and  other  countries  to  meet  urgent  need*. 

In  Home  previous  yearn,  contingency  rcqnlrcinwit*  for  economic  assistance 
have  exceeded  the  amount  of  funds  available  for  contingency  lines,  and  transfers 
were  made  from  the  military  assistance  appropriation.  With  the  dcplcllon  of 
the  unexjiended  balances  la  tho  military  assistance  pljx'llne,  the  reduction  In 
the  authorization  for  military  assistance  In  fiscal  year  1IMI0,  and  the  existence  of 
substantial  additional  requirement*  for  modortilzutinji  of  NATO  forces  as  identi- 
fied hy  the  Drnjier  Committee,  military  assistance  funds  will  not  he  available  for 
transfer  to  economic  accounts.  Furthermore,  It  may  well  l*>  necessary  to  utilize 
contingency  funds  to  meet  military  needs  unforeseen  at  the  time  the  11X10 
program  was  develops!. 

Other  major  mutual  security  requests,  particularly  military  assistance  and 
defense  support,  have  already  I teen  reduced  by  the  authorizing  act.  These  cuts 
have  removed  the  possibility,  which  otherwise  might  have  exist'd,  of  shifts  of 
funds  within  tliese  approprlntlons  to  meet  im]s>rtnnt  new  requirements  which 
will  undoubtedly  arise.  It  Is  therefore  essential  that  the  $ir>r»  million  authorized 
for  fiscal  year  llXKt  and  contained  in  the  House  appropriations  bill  he  made  avail- 
able to  meet  siieh  needs,  us  well  ns  requirements  arising  since  preparation  of 
the  11X10  estimate*. 

In  tho  | period  since  the  fiscal  year  11X50.  programs  were  presented  to  the 
Congress,  firm  requirement*  Involving  the  use  of  contingency  funds  have  already 
las'll  recognized  In  several  situations.  Iran  is  engaged  In  a substantial  buildup 
and  sirengMieiiing  of  its  Armed  Forces  and  rcqulrra  budgetary  assistance  at 
u level  higher  than  that  proposed  la  the  illustrative  fiscal  year  11X10  defense 
8Up|K)it  program.  Haiti’s  serious  jin  la  nee  of  payment*  situation,  resulting  from 
a drop  In  coffee  earnings,  justified  continuation  of  U.8.  lluunrini  sup|s>rt  until 
tho  new  erop  Is  Imrvesbsl.  (irant  eeououiie  aid  to  Israel  was  not  Included  In 
tho  detailed  program  requests  for  sjieciul  assistance,  and  must  therefore  lie 
flmmeed  from  tho  contingency  fund, 

Recently.  two  new  situations  have  arisen  In  tho  Far  East  which  will  require 
U.H.  assistance  and  for  which  we  could  not  liave  planned.  Tiiero  has  been  nn 
outbreak  of  fighting  in  northern  Luos,  obviously  designed  by  the  former  I'athet 
Luo  rebels  ami  their  North  Vlehmmese  Conimmdst  ]>atroiis,  to  keep  the  King- 
dom of  Laos  and  southeast  Asia  generally  In  turmoil.  In  order  to  assist  the 
Isio  forces  in  rratorlng  order,  additional  U.S.  supiKirt  has  lieeu  authorized. 

On  Taiwan,  heavy  floods  have  made  over  lOO.tXK)  Chinese  homeless,  disrupted 
communications,  and  damaged  farmland*.  Accurate  data  on  the  extent  of  the 
damage  mid  the  cost  of  reconstruction  is  not  yet  available,  but  It  may  lie  neces- 
sary to  supplement  Taiwan's  own  effort*  with  extraordinary  U.H.  assistance 
from  the  coutiugeii(*y  fund,  ns  well  ns  under  title  11  (emergency  relief)  of 
Public  Law  480. 

In  addition  to  these  siwclflc  requirement*,  tho  executive  branch  envisages 
that  need*  will  arise  lu  five  categories  of  sltimtloua : 

First,  there  1*  always  the  ismslliillty  that,  the  Sino-Kovlet  bloc,  which  In 
constantly  shifting  It*  tactics  In  the  o>hl  war  struggle,  will  decide  to  probe  fr*ie 
world  defense*  aa  It  did  last  fall  In  attacking  the  Quemoy-Mutau  isluml*  and  Is 
now  doing  In  Into*. 

Second,  the  maintenance  of  U.S.  force*  at  some  of  our  bast**  abroad  given 
rise  to  problems,  particularly  In  those  newly  established  states  which  have 
recently  nchloved  lndo|>endem«.  Within  some  of  tliese  states,  mere  I*  fre- 
quently conflict  Ivetwocn  those  element*  which  are  prepared  to  accept  the  use  of 
their  territory  hy  flu*  United  Stab's  and  those*  elements  who  oppose  the  continued 
maintenance  of  U.H.  base*  In  their  territory.  Tho  Judicious  u«o  of  contingency 
funds  1m*  proven  inxessury  In  the  past,  and  1m*  h4H*n  effective  lu  strengthening 
this**  element*  friendly  to  us  and  assuring  continued  access  to  the  military 
facilities  which  wo  need.  This  situation  may  well  be  rejiented  In  the  future. 

Third,  there  are  a number  of  countries  throughout  the  frie  world  whose 
economies  nre  particularly  vulnerable  to  changes  In  world  economic  conditions 
aud  which  may  fuco  serious  fluanclal  problems  If  Iheir  foreign  exchange  earn- 
ing* «ro  adversely  affected  either  by  natural  disaster*  or  by  changes  In  world 
price*.  In  the  last  year,  for  example,  Uie  Sudan  was  confronted  with  very 
difficult  problems  arising  from  Ita  inability  to  market  it*  primary  exiwrt  crop- 
cotton,  In  such  situation*,  we  have  nn  op|»ortunlt.v,  provided  the  contingency 
fund  la  available,  of  providing  additional  assistance  to  meet  these  vicissitudes 
rather  than  of  seeing  such  economies  founder. 
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Fourth,  the  Soviet  bloc  economic  offensive,  which  Is  seeking  to  in/iltrate  free 
world  countries  nnd  to  tie  their  economies  to  tho  Soviet  bloc,  continues  unabated. 
While  governments  receiving  Soviet  assistance  generally  believe  Hint  they  cun 
maintain  tlieir  Independence  despite  the  acceptance  of  such  aid,  there  him  been 
a growing  disillusionment  on  this  score,  Yugoslavia,  for  example,  was  made 
acutely  aware  of  tho  political  slrlugs  attached  to  Soviet  economic  relations,  uud 
other  states  around  the  |>erlphery  of  the  Soviet  bloc  have  had  similar  experiences. 
The  availability  of  the  contingency  fund  may  enable,  us  to  step  in  at  appropri- 
ate times  to  prevent  the  submergence  of  such  countries  into  dependence  on  the 
Soviet  bloc. 

Fifth,  contingency  funds  are  extremely  useful  in  helping  to  mitigate  the  effects 
of  natural  disasters,  such  as  Hoods,  earthquakes,  and  hurricanes,  and  manmade 
causes,  such  as  wars  aud  revolutions.  American  assistance  ofTeml  In  these 
situations  demonstrate  the  humanitarian  concern  of  the  Ainerlean  people.  Con- 
tingency funds  hove  thus  been  important  In  aiding  victims  of  Hoods  in  1’uklstuii. 
In  Indonesia,  nnd  recently  in  Uruguay;  of  hurricanes  and  typhoons  in  the 
Caribbean  nnd  tbe  Western  Pud  tic ; of  earthquakes  in  the  Middle  Fast;  and 
of  disease  epidemics  in  south  Asia  ami  the  Far  Fast. 

Those  and  other  potential  need*  can  only  be  met  from  tile  contingency  fund, 
for  which  $155  million— $13  million  less  than  the  President's  request  lias  been 
authorized  nnd  recommended  for  appropriation  by  the  House.  Failure  to  appro- 
priate the  full  iimount  authorized  will  further  reduce  the  ability  of  the  United 
States  to  meet  even  tho  gravest  emergency  situations  arising  In  friendly  coun- 
tries throughout  the  world. 


Statement  or  Parker  T.  Hart,  I incur y Assistant  Skchktary  ok  State  n >u 
Near  Kasteh.v  and  South  Asian  Ake.uhh 

Mr.  Chairman  and  members  of  the  committee.  I inn  submitting  Mils  statement 
In  supjiort  of  the  administration's  request  for  appropriation  of  $2.3  million 
toward  the  care  and  welfare  of  tbe  Palestine  refugees  during  liscnl  year  11X10. 
Wo  are  requesting  ns  well  the  ^appropriation  for  these  purposes  of  prior  year 
unobligated  funds. 

Today  there  are  nearly  a million  Palestine  refugees  occupying  camps  in  .Ior- 
dan. Onzn.  Lebanon,  and  the  Syrian  region  of  the  United  Arab  Republic.  I am 
sure  that  it  is  unnecessary  to  take  the  time  of  this  committee  to  review  I lie 
history  and  the  background  of  tho  Arnb-Isrnol  conflict  which  tins  produced  these 
unfortunate  refugees.  They  continue  to  bo  tbe  victims  of  the  isilitical  tensions 
of  tho  area,  neither  comiiensated  for  their  losses  nor  ]>ermanently  settled. 

Wo  continue  to  urge  the  parties  directly  concerned  to  take  slops  which  might 
lend  to  early  resolution  of  tho  refugee  problem.  We  look  primarily  to  the 
United  Nations  for  continuing  responsibility  in  this  mattpr  which  Is  of  such 
vital  concern  to  the  interna  t Iona  I community.  In  the  Him)  analysis,  however, 
tho  solutions  must  come  from  within  the  area  nnd  with  tho  eoo|M>rntlon  of  the 
Arab  host  government*  nnd  of  Israel, 

Unfortunately,  progress  lias  not  been  made  on  ellher  repatriation  or  re- 
settlement with  coui|H>n»ntion  of  the  refugees.  We  are  fully  aware  of  the  deep 
concern  of  the  Congress  about  this  subject.  Last  year  Mint  concern  was  ex- 
pressed in  the  form  of  n limitation  In  section  -107  of  the  Mutual  Necnrity  Act 
providing  that  of  the  fund*  appropriated,  13  tiercent  would  be  available  solely 
for  purposes  of  repatriation  or  resettlement.  There  was  no  opportunity  last 
year  for  effective  utilization  of  these  funds  which  amount  to  $,'1.7.30.000.  They 
constitute  the  major  part  of  the  amounts  I Indicated  earlier  were  not  obllguted 
during  ilseal  yenr  10.30. 

The  administration  proposed’ that  the  proviso  he  deleted  for  this  liscnl  yenr, 
since  it  Is  not  believed  the  continuation  of  the  llmllalbm  contributes  to  resolu- 
tion of  the  bn  Me  problem.  However,  In  considering  this  year's  authorization 
bill,  the  Congress  decided  to  carry  forward  Hie  proviso,  but  reduced  the  ear- 
marking to  10  percent  of  appropriated  funds.  Thus,  assuming  the  full  author- 
ized $25  million  is  appropriated,  $2.5  million  will  he  reserved  as  available  solely 
for  purposes  of  repatriation  or  resettlement. 

While  we  continue  to  strive  for  n permanent  answer  to  the  refugee  question, 
it  is  Imperative  thnt  we  not  falter  in  the  provision  of  funds  to  meet  their  basic 
needs.  As  you  know,  the  U.8.  contribution  is  limited  to  70  percent  of  total 
contributions  toward  tbe  cost  of  the  relief  nnd  rehabilitation  program,  These 
programs,  administered  by  the  United  Nations  Relief  and  Works  Agency  are 
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ciuderlty  programs.  Thu  basic  dally  ration,  for  example,  consists  of  1,600 
calorics  in  llu*  wintertime  ami  1,500  calorics  in  the  summer.  Fowl  and  care  for 
the  average  refugee  Is  provided  at  a cost  of  less  limit  H cents  a day. 

In  addition  to  providing  for  minimum  essential  food,  shelter,  clot I1I14:  and 
health  needs.  UNRWA  carries  on  a severely  limited  reiinhllilation  program- 
limited  hy  I lie  funds  a valla  hie.  In  the  main  this  latter  phase  of  Its  aeiivlties 
emphasizes  laisle  education  with  only  limited  opportunities  for  vocational  edu- 
cation which  would  lend  toward  Independent,  self-supporting  status  for  the 
refugee,  riifortuuately  eonlrlbutious  from  the  governments  are  such  that  even 
with  the  United  Stales  providing  70  percent  of  the  funds  the  impact  of  the 
rehabilitation  program  cm  (be  totai  refugee  problem  Is  but,  at  best,  marginal. 

It  is  Imperative  therefore  that  tin*  United  Slates  be  in  position  to  pledge 
amounts  for  relief  and  rehabilitation  which  will  encourage  maximum  contribu- 
tion from  olliers,  amt  insure  tin1  continued  welfare  of  (lie  refugee. 

Though  fjo  million  was  appropriated  for  fiscal  year  JhoP,  because  of  the  re- 
creation, Imt  fcM.iJ.'O.OOn  of  this  year’s  funds  were  available  for  our  relief  and 
rehabilitation  pledge.  The  United  States  believed  it  essential  to  match  its 
pledge  of  the  previous  year  hy  pledging  tfUlt  million  last  full  for  those  purposes. 
It  was  only  through  the  action  of  Hie  Congress  In  making  available  unobligated 
prior  year  funds  that  we  were  able  to  make  this  pledge. 

The  total  contribution  of  other  governments  for  tisciil  year  HKitt  was  $1>,H07,- 
7l)il.  As  a result,  the  United  States  was  called  upon  for.  and  made  payment  of, 
its  ful  million  pledge.  We  therefore  had  no  obligated  at  the  end  of  the  year 
hut  $M7K,iXM>,  in  addition  to  the  amounts  referred  to  us  reserved  for  repatriation 
or  resettlement. 

For  this  year,  we  believed  It  essential  to  be  In  n position  to  pledge  tip  to  $I»T> 
million  for  relief  and  relmhililatirni  purposes.  Not  only  have  costs  risen,  but 
so  too  have  the  numbers  of  refugees.  Further,  we  would  hope  that  some  re- 
habilitation programs  for  these  refugees  might  be  expanded  during  llsenl  year 
ltntii  to  provide  some  Impe  for  n brighter  future  for  some  of  them.  However, 
because  of  the  reservations  for  purposes  of  repatriation  ami  resettlement,  the 
utilization  of  prior  year  unobligated  funds  anil  appropriation  for  llsenl  year  11KM1 
of  the  #*r»  million  authorized  will  still  only  make  possible  a pledge  for  relief  and 
rehabilitation  at  lust  year’s  $^.’t  million  level.  1 therefore  urge  fail  funding  iu 
Accordance  with  the  riMpiesI  before  yon. 

It  is  particularly  important  that  we  pledge  no  less  (ban  last  year.  A smaller 
pledge  will  certainly  be  misunderstood  as  implying  a diminution  of  basic  U.H. 
interest  in  the  refugees  tlieniseves,  at  n time  when  the  future  of  the  United  Na- 
tions administration  of  the  program  is  at  issue. 

The  agency's  mandate  expires  June  110,  1000.  The  United  States  hits  clearly 
indicated  its  opposition  to  mere  extrusion  of  the  inundate,  believing  that  oilier 
means  can  and  should  be  developed  of  seeing  to  the  needs  of  the  refugee,  with 
emphasis  on  the  responsibilities  of  the  governments  of  the  ami.  The  Secretary 
(Jciier a l has  been  studying  this  tpiestion  and  Inis  Issued  a report  which  essen- 
tially recommends  extension  of  UXRM  A's  mundnte,  The  United  Nlules  must 
evaluate  the  report  carefully  and  determine  Its  position  for  the  next  (ieneral 
Assembly. 

In  any  event,  regardless  of  the  form  and  teelnihpie  of  ministering  to  refugee 
needs.  It  Is  Imperative  that  we  lie  prepared  to  contribute  to  adequate  relief  nud 
rehabilitation  programs  for  these  peoples  pending  it  linn!  solution  to  their  plight. 


Statk.xiknt  ok  John  W.  Hanks,  Jn„  Aiimiximtiiatou.  IIimikai’  ok  Skcohity  and 

Co.NStM.AB  AKKA1US,  I U.I’A HIM K.NT  OK  STATK 
Mt  Cl  HAM'S,  JIKKt’OKKS,  ANI>  KBCAl’KKS 

Mr.  Chairman  mid  members  of  the  committee,  the  inauguration  of  the  World 
Refugee  Year  on  July  1,  1!lo1t,  makes  particularly  appropriate  our  presentation  to 
you  <>f  the  progress,  programs,  and  budget  for  the  three  lumregloual  mutual 
security  programs  relating  to  migrants,  refugees,  mid  escapees.  The  total  fiscal 
year  1 IKK)  appropriation  requested  for  these  three  programs,  the  U.H.  escnjiec 
program,  the  United  Nations  High  Commissioner  for  Refugees,  and  the  Inter- 
governmental Committee  for  European  Migration,  is  $18.fi00,000.  In  addition, 
It  Is  planned  to  provide  a special  World  Refugee  War  program  of  $4  million. 

The  refugee  problem  with  which  count ries  of  the  free  world  continue  to  be 
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faced  embrace*  certain  broad  and  Interrelated  political,  economic  and  human- 
itarian considerations  of  direct  Interest  to  the  United  States.  The  worldwide 
awareness  of  and  interest  In  refugee  matters  is  reflected  In  the  creation  of 
the  World  Refugee  Year.  On  December  0,  1008.  tbe  General  Assembly  of  the 
United  Nations  adopted  a resolution  for  a World  Refugee  Year  to  begin  In  June 
1069.  The  United  States  cosponsored  and  supported  thlB  resolution  which  urged 
member  states  to  cooperate,  in  accordance  with  the  national  wishes  and  needs  of 
each  country.  In  promoting  a World  Refugee  Year  as  a practical  means  of 
focusing  world  attention  on  the  continuing  refugee  problem. 

On  May  19,  1959,  the  President  issued  a proclamation  which  designated  the 
period  July  1, 1959,  to  June  30, 1900,  as  the  World  Refugee  Year  and  called  upon 
the  American  public  to  support  generously,  either  through  voluntary  welfare 
agencies  or  the  U.S.  Committee  for  Refugees,  the  programs  developed  In  further* 
ance  of  assistance  to  refugees. 

These  developments  are  entirely  consonant  with  U.S.  policy  toward  refugees. 
The  United  States,  as  the  leading  opponent  of  the  Soviet  system,  Is  looked  to  for 
assistance  by  tbe  refugee  Individually,  and  by  tbe  governments  which  afford  him 
asylum.  Prompt  assistance  to  refugees  and  escapees  counteracts  Soviet  prop- 
aganda attempts  to  convince  these  people  that  the  West  is  Indifferent  to  their 
plight.  Once  reestablished,  those  who  bare  fled  communism  become  a new  source 
of  political  strength  to  the  forces  of  freedom.  Conversely,  if  left  to  languish 
without  hope  in  refugee  camps,  they  become  fertile  ground  for  the  spread  of  gen- 
eral political  unrest  and  become  susceptible  to  Communist  repatriation  efforts. 
Unsettled  refugees  also  constitute  a drain  on  tbe  economies  of  the  countries  of 
asylum.  Prompt  local  Integration  or  resettlement  In  other  countries  where  tbelr 
knowledge  and  skills  can  be  used  reduces  the  pressure  for  continuing  assistance 
on  the  part  of  the  United  States. 

The  traditional  concern  of  the  American  people  for  the  oppressed  nnd  the 
persecuted  finds  expression  In  tbe  actions  of  tbe  U.S.  Government  as  a leader  In 
humanitarian — but  practical — world  efforts  In  the  refugee  field. 

I should  like  to  speak  first  to  the  regular  continuing  programs  for  refugees 
And  migrants.  The  responsibility  within  the  Department  of  State  for  bringing 
together  U.S.  Government  policies  uud  programs  on  refugee  and  migration  mat- 
ters has  been  assigned  to  the  Office  of  Refugee  and  Migration  Affairs  (ORM), 
Established  in  April  195H  In  tbe  liureuu  of  Security  and  Consular  Affairs,  ORM 
provides  n prompt  nnd  flexible  mechanism  for  the  development  of  refugee  poli- 
cies and  programs  nnd  for  efficleut  direction  nnd  control  of  field  operations, 
The  three  main  programs  under  Its  operational  direction  are;  the  U.S,  escapee 
program  (USEP),  the  Intergovernmental  Committee  for  European  Migration 
(ICEMI,  and  the  United  Nations  High  Commissioner  for  Refugees  (UNHCR). 
Each  program  attacks  a different  segment  of  the  total  problem  and,  without 
overlapping  or  duplication,  contributes  to  the  solution  of  these  related  problems. 

U8KP  concentrates  on  the  resettlement  and  local  Integration  of  the  more 
recent  escai>ees  from  behind  the  Iron  Cnrtaln  who  are  of  special  political 
Interest  to  the  United  States;  I OEM  concentrates  on  the  processing  and  trans- 
portation overseas  of  migrants  and  refugees;  and  the  U.N.  High  Commissioner 
for  Refugees  concentrates  on  the  resettlement  or  local  Integration  of  refugees 
who  are  not  eligible  for  U9EP  assistance.  A number  of  these  are  difficult 
cases — older  refugees  who  esca|)«d  years  ago — many  of  whom  are  still  In  camps. 

The  U.S.  escapes  program 

The  U.S.  escapee  program  (USE!*),  through  Its  specialized  services,  provides 
assistance  to  Soviet  and  satellite  escapees  in  Europe  from  initial  reception,  in- 
terim care,  nnd  maintenance  to  resettlement.  Through  other  special  projects 
USER  gives  assistance  to  selected  Soviet  orbit  escapees  In  other  areas  of  the 
world.  There  were  about  44,000  recent  escapes  registered  with  USBP  In 
Europe  and  the  Middle  East  ou  January  1,  1000.  In  concentrating  Its  efforts 
on  the  early  reestablishment  of  receut  escapees,  who  continue  to  arrive  In  the 
West  nt  the  rate  of  about  800  |>er  month,  USBP  serves  U.S.  Interests  by  eueour- 
nglng  continuing  liberal  asylum  and  assistance  policies  in  the  port  of  govern- 
ments of  asylum  countries  and  by  promoting  stability  in  asylum  areas  through 
the  resettlement  of  politically  vulnerable  groups. 

To  achieve  its  objective  of  extending  immediate  and  direct  assistance  to 
escapees,  USBP  operates  through  contractual  arrangements  with  private  volun- 
tary organizations.  These  voluntary  organizations  have  the  technical  know- 
how necessary  for  the  successful  processing  of  refugees  and  escapees  and  are 
representative  of  the  major  U.S.  religious  and  nationality  groups.  I should  like 
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to  Strega  that  the  eld  rendered  through  these  agencies  to  the  escapees  is  designed 
as  a supplement  to  that  provided  by  the  governments  of  asylum. 

The  services  which  USKP  renders  to  escapees  includes  supplementary  food, 
clothing,  shelter,  sanitary  and  health  services,  and  language  and  vocational 
training  facilities.  All  phases  of  the  program  Involved  In  furnishing  such  aid 
are  closely  supervised  by  the  USEP  staff  through  the  careful  development  of 
program  and  projects,  the  negotiation  of  contracts,  control  of  the  registration 
of  new  escapees,  the  review  of  vouchers  for  reimbursement,  frequent  Held  inspec- 
tions of  activities,  nnd  systematic  project  evaluation  and  end-use  audita. 

Primary  emphasiB  la  placed  on  activities  which  will  hasten  the  prompt  re- 
settlement of  escapees.  Resettlement  projects  adjusted  to  the  needs  of  the 
Individual  provide  registration  and  Individual  case  counseling  and  assistance  In 
securing  visas.  The  USEP  American  staff,  with  the  cooperation  of  other  U.S. 
and  allied  security  and  Intelligence  agencies,  conducts  a (‘on.prchonslve  screen- 
ing of  all  escai>ecs  In  order  to  assure  their  antl-Communlst  bona  fidcs  nnd  suit- 
ability for  U.8.  assistance.  USEP  may  also  provide  oversea  transportation 
and,  in  certain  resettlement  areas  such  ns  those  where  Initial  adjustment  is 
difficult,  reception  nnd  plncemeut  aid.  Even  with  the  most  efficient  and  expedi- 
tious handling,  these  necessarily  careful  efforts  require  from  1 to  2 years  to 
process  the  uverage  recent  escajtee  to  assure  that  he  Is  properly  placed  to  be- 
come an  Independent,  self-sufficient  person  In  his  new  homeland. 

Other  USEP  resettlement  projects  provide  special  reestablishment  of  diffi- 
cult cases  through  Institutional  plncement  or  local  integration  In  the  economies 
of  the  asylum  countries.  Interim  assistance  projects  are  designed  to  Improve 
reception  facilities,  create  better  camp  conditions  and  provide  food,  clothing 
and  medical  care  and  tusuro  R|>eolul  feeding  for  mothers  and  infants.  Such  aid 
is  supplementary  to  that  available  from  local  resources  from  which  over  two* 
thirds  of  the  aid  Is  provided. 

Now.  perhaps  ns  never  before,  there  Is  need  to  continue  our  efforts  in  behalf 
of  escapees.  Continued  «l(l  to  those  who  seek  freedom  maintains  the  con- 
sistency of  our  opposition  to  the  Communist  tyrauny,  and  gives  notice  to  both 
the  slave  world  and  the  free  that  this  cause  will  not  he  abandoned.  It  Is  Im- 
portant that  the  United  States  continue  to  demonstrate  Interest  in  all  who 
OHcnpe,  including  the  weak  and  the  handicapped,  ninny  of  whom  will  need 
special  attention  to  become  adapted  to  life  In  the  free  world, 

By  the  same  gesture,  the  scientific  arsenal  of  the  free  world  Is  reinforced. 
During  the  past  2 years  comparatively  large  numbers  of  highly  qualified  Eu- 
ropean escapee  scientists  have  entered  the  United  States.  To  facilitate  the  con- 
tinuing entry  of  such  scientists,  a contractual  arrangement  has  been  made  with 
the  National  Academy  of  Sciences  which  Is  now  completing  au  evaluation  of 
over  1K)0  more  cases,  including  physicists,  mathematicians,  chemists,  electrical, 
civil  and  mechanical  engineers,  nnd  other  natural  scientists  such  as  biologists 
nnd  geologists.  The  For  Knst  refugee  program  of  the  U.S.  escapee  program  has 
assisted  several  hundred  representatives  of  the  scientific  and  academic  Helds  to 
enter  the  United  States  under  the  terms  of  Public  Lnw  85-310.  One  recent 
planeload  of  nntl-Coumninist  csraiiees  from  Hong  Kong  Included  a professor 
of  mathematics,  a distinguished  physicist,  nn  M.I.T.  graduate  chemical  engi- 
neer. an  aeronautical  engineer,  a surgeon,  nn  educator  with  a doctorate  of  edu- 
cation frotn  Columbia  University,  and  over  20  other  unusually  qualified  per- 
sons. 

The  success  If  the  escapee  program  and  other  free  world  assistance  to  refugees 
continues  to  be  reflected  In  the  Intensity  of  the  Soviet  nnd  satellite  nuttemlgra* 
tlon  campaign.  It  is  cunningly  designed  to  discredit  nnd  demoralize  cmigree 
groups,  especially  by  inducing  the  repatriation  of  refugees.  The  Communist  In* 
stlgnted  iqtoolnl  publications  for  refugees,  the  radio  broadcasts,  the  individual 
letters  and  visits,  and  the  activities  of  the  Soviet  Committee  for  Return  to  the 
Homelaud  (nnd  Its  satellite  counterparts)  all  continue  relentlessly. 

During  fiscal  years  1058  nnd  1059,  In  the  Interest  of  placing  USKP  assist* 
ani'c  to  new  refugees  on  n more  current  basis,  a concentrated  effort  was  begun 
to  find  n satisfactory  solution  for  those  escni>ce8  who  fled  their  homeland  more 
than  3 years  ago.  Already  we  have  achieved  a substantial  degree  of  success; 
approximately  85  percent  of  such  cases  have  been  removed  from  the  cnseload. 
This  involved  the  reestablishment  of  most  of  the  so-called  difficult  to  resettle 
and  handicapped  cases  that  constitute  much  of  the  older  caseload.  Most  of 
these  persons  had  already  previously  been  rejected  for  resettlement  by  Immi- 
gration countries. 
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This  effort  to  clean  up  the  old  caseload  will  be  continued  and  Intensified 
during  tbe  coining  year.  Oversea  resettlement,  where  possible,  will  get  priority 
emphasis,  Including  further  efforts  to  develop  new  resettlement  opportunities. 
However,  an  Increasing  number  of  local  placements  through  institutional  care 
or  other  peruinueut  Integration  arrangements  In  asylum  countries  wilt  also  be 
carried  out.  The  completion  of  the  speclul  program  by  January  1,  llHiO,  should 
enable  UREP  henceforth  to  devote  all  its  effort  to  tbe  new  escajiee  so  as  to 
Insure  his  reestablishment  within  a maximum  period  of  3 years  from  bis 
escatie  date. 

Since  Its  beginning  in  1052  USED  has  heljied  over  300,000  escapees.  Due  to 
our  success  in  reducing  the  caseload  through  resettlement  and  local  integra- 
tion, we  are  requesting  only  $5.2  million  for  UREP  for  fiscal  year  1WJ0,  a reduc- 
tion of  $3.4  million  from  the  $8,0  million  appropriated  in  1050. 

The  I n lergovern  men  ta  I Committee  for  European  Migration 
ICEM  was  organized  on  U.S.  Initiative  at  the  Brussels  Conference  on  Mi- 
gration in  10ft],  Initially  with  1ft  members.  There  nre  now  28  government 
members.  Although  not  a United  Natlous  body,  ICEM  collaborates  closely 
with  the  International  Labor  Office  and  the  United  Nations  High  Commissioner 
for  Refugees. 

ICEM’s  primary  purpose  is  to  facilitate  and  Increase  the  movement  of  mi- 
grants and  refugees  out  of  Europe,  who  would  not  otherwise  be  moved;  and 
simultaneously  to  supply  needed  manpower  to  the  developing  economies  of 
oversea  immigration  countries,  such  as  Australia,  Canada,  the  Latin  Amcrienu 
countries,  New  Zealand,  South  Africa,  and  Rhodesia.  Austria,  Italy,  Spain, 
the  Netherlands,  and  Greece  are  overpopulated  countries  In  Eurojie  requiring 
International  assistance  to  move  excess  imputations.  Selected  emigration  must 
still  take  place  from  Germany,  due  mostly  to  her  ubalunced  population  struc- 
ture, the  residual  presence  of  large  numtier  of  non-German  refugees,  and  the 
constant  arrival  of  German  refugees  from  Soviet-controlled  nrens. 

The  United  States  is  interested  in  maintaining  economic  and  political  via- 
bility In  these  friendly  allied  countries  In  Euroj»e.  Tills  purpose  will  be  jimp- 
ardtzed  If  these  countries  remain  overburdened  by  more  population — whether 
nationals  or  refugees— than  their  economies  can  absorb  In  terms  of  available 
ajwice and  capital  Investment. 

ICEM  moved  810,000  jtersons  out  of  Europe  between  Jnnunry  1,  1052.  and 
December  31,  19ft8.  Of  this  total,  approximately  4ft  percent  were  refugees 
Included  In  tbe  total  refugee  groups  were  02.722  Hungarian  refugees  moved 
to  oversea  countries.  In  addition,  12,(130  European  refugees  were  removed 
from 'Communist  China  through  Hong  Kong  during  the  same  period.  Of  the 
non  refugee  groups  moved  by  ICEM,  one-third  has  consisted  of  wives  and  chil- 
dren Joining  the  breadwinner  of  the  family  who  has  preceded  them  overseas. 
These  family  reunions  have  contributed  to  the  stabilization  of  recent  migration. 

Total  movements  In  1057  were  180,000,  the  highest  of  nay  year  in  ICEM’s 
experience.  With  fewer  Hungarians  to  he  moved  out  of  Europe  and  the  less- 
ening of  political  and  economic  pressures  on  migrants  in  EurojM*,  oversea  move- 
ments totaled  04,000  In  1058  of  which  30.000  were  refugees.  In  lllftO  and  1000, 
total  movements  are  expected  to  approximate  12ft, 000  per  year. 

Rlnee  the  substantial  movement  in  10ft7,  there  has  been  a growing  demand 
In  receiving  countries  for  hotter  balance  in  thefr  total  Intake  between  skull'd 
and  unskilled  Immigrants.  It  Is  estimated  that  each  skilled  immigrant  makes 
possible  the  employment  of  three*  unskilled  indigenous  or  Immigrant  workers. 

In  response  to  this  demand,  ICEM  has  assisted  immigration  governments  to 
Improve  tlielr  procedures  for  determining  requirements  In  terms  of  the  numbers 
and  skills  of  Immigrants  and  for  selecting  such  Immigrants  abroad ; and  has 
given  technical  assistance  to  emigration  countries,  such  ns  Italy  and  Greece, 
in  organizing  language,  vocational,  and  orientation  courses  for  migrants  al- 
ready preselected  for  emigration.  In  addition,  efforts  have  been  made  to  exploit 
new  opportunities  for  emigration  from  Enrojg!  developing  in  Rhodesia  and 
the  Union  of  South  Africa. 

To  provide  the  U.S.  contribution  to  ICEM  for  these  movements,  an  appropria- 
tion for  fiscal  year  1000  In  the  amount  of  $12,200,000  Is  requested  (pursuant  to 
the  permanent  author  I Xfltlon  for  appropriations  contained  In  section  405(a)  of 
the  Mutual  Security  Act  of  1054,  as  amended),  a reduction  of  $300,000  from  fiscal 
year  7t)ft0.  Of  this  amount,  $000,213  is  for  administrative  expenditure  and 
$11,200,787  for  operational  expenditure.  The  U.S.  contribution  to  the  opera- 
tional expenditure  Is  voluntary  and  may  not  exceed  4ft  percent  of  the  cash  con- 
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trlhutlons  of  nil  member  governments;  the  administrative  expenditure  contri- 
bution Is  obligatory. 

The  United  Nations  High  Commissioner  for  Itcfugces 

Tlie  United  Nations  High  Commissioner  for  Refugees  (UNHCR)  was  author- 
ized by  a United  Nntlons  tietienil  Assembly  resolution  of  December  2,  to 
conduct  ft  program  to  succeed  the  United  Nations  Refugee  Fund  ( UNUKI1') 
which  ended  December  31,  ll>38,  The  UNHCR’s  program  Is  flexible,  designed  to 
avoid  rigid  long-term  pbms  by  enabling  governments  to  determine  on  an  annual 
basis  the  sjteeiile  refugee  problems  to  which  they  wish  to  contribute  during  the 
particular  year  and  which  can  be  eliminated  or  reduced  by  Interiiatlounl  effort 
during  that  year. 

During  ll>o!»  and  lftOO  the  new  program  will  be  engaged  In  completing  certain 
of  the  unfinished  undertakings  of  the  UNREF  program  Including  primarily  the 
camp  clearance  program.  The  balance  of  the  new  program  will  bo  concentrated 
upon  a few  selected  categories  of  refugees  for  whom  material  aid  Is  considered 
to  he  an  International  responsibility,  as  opixtsed  to  those  for  whom  solutions 
can  reasonably  he  exacted  from  the  governments  of  the  countries  In  which 
the  refugees  are  located.  These  selected  categories  include  particularly  refugee 
families  with  children  living  under  substandard  conditions  and  physically 
handicapped  or  aged  refugees.  Aid  will  also  be  continued  for  refugees  of 
European  origin  leaving  China,  and  to  meet  any  new  refugee  emergencies  which 
may  arise. 

The  implementation  of  the  program  Is  supervised  by  an  executive  committee, 
on  which  the  United  States  serves,  and  which  approves  specific  programs  and 
anthorixes  appeals  for  funds. 

The  $1.1  million  requested  for  10(10  Is  ft  reduction  of  $100,000  from  the  amount 
appropriated  for  the  High  Commissioner’s  program  Inst  year.  This  reduction, 
•while  taking  Into  account  the  continued  significance  of  the  Soviet  orhR  refu- 
gees ns  a symbol  of  freedom  in  the  cold  war.  also  serves  notice  on  the  govern- 
ments of  the  countries  of  asylum  that  International  aid  fs  available  only  for  a 
diminishing  number  of  refugees  who  clearly  constitute  an  International  respon- 
sibility. The  U.S.  contribution  of  $1.1  million  will  be  made  subject  to  the  con- 
dition that  It  not  exceed  one-third  of  the  total  contributions  to  the  UNHCR 
program  from  all  governments  for  this  purpose  in  1060. 

Other  programs 

In  addition  to  these  three  major  o|»erutiounl  responsibilities,  ORM  is  cur- 
rently concerned  with  urgent  problems  involving  refugees  (mostly  .lewish)  from 
the  United  Arab  Republic,  Dutch  from  Indonesia,  Algerians  In  Tunisia  and 
Morocco,  refugees  from  Indochina  In  Thailand,  and  migrants  from  the  Ryukyus. 
There  will  |iosslh),t  he  n need  to  assist  Ttlietnn  refugees.  Similar  problems  con- 
cern Palestinian  Arab  refugees,  but  these  problems  are  discussed  In  another 
part  of  this  presentation.  Each  of  these  special  problems  Is  hnjiortntit  to  U.S. 
foreign  policy  considerations. 

The  World  Krfugre  Tear 

Despite  the  vast  amount  of  assistance  which  the  United  States  and  other 
countries  have  and  are  giving  from  private  and  public  funds  for  the  relief  of 
refugees,  the  free  world  still  faces  the  spectacle  of  over  2 million  refugees 
who  may  be  ron.ddered  to  need  some  form  of  International  assistance.  There 
are  nearly  1 million  Unlestlne-Arnb  refugees  and  n million  Chinese  refugees 
in  Hong  Kong.  There  are  210,000  refugees  In  north  Africa;  13.000  Tibetan 
refugees  In  India;  and  110,000  eecnpees  In  Etirojve  from  behind  the  Iron  Cur- 
tain. A careful  review  indicates  that  about  43,000  of  these  esenpees  would 
emigrate  from  Europe  should  the  opisirtunlty  Iteavallnhlo. 

It  Is  because  of  this  vast  problem  that  the  Hulled  States  Is  supporting  the 
World  Refugee  Year.  Following  the  President’s  proclamation,  a White  House 
meeting  on  refugees  was  held  r>n  May  21-22,  inr*0.  to  which  some  173  promi- 
nent American  citizens  wore  Invited  by  the  President.  The  administration 
announced  nt  this  meeting  plnns  for  Its  $4  million  program  over  and  nhove 
Its  normal  refugee  programs  outlined  enrller  In  this  stnfement.  The  programs 
for  the  World  Refugee  Year  will  concentrate  on  attempting  to  assist  the 
UNHCR,  along  with  contributions  of  other  governments  and  of,  public  and  pri- 
vate agencies  to  complete  during  the  year  the  entire  rninp  clearance  program 
in  Europe  (not  merely  the  completion  of  the  UNHCR  target  Rchedalisl  for 
flseai  year  I960) ; added  aid  to  out-of-camp  refugees  In  Europe;  added  enter- 
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genoy  aid  to  Algerian  refugees;  added  aid  to  Greek  ethnics  In  Greece  added  aid 
to  Chineses  refugees  in  Hong  Kong;  and  increased  assistance  to  provide  voca- 
tional training  to  Palestine  refugees. 

The  funding  of  these  programs  will  be  through  use  of  fiscal  year  1950  aud  I960 
MSP  funds,  except  for  $730,000  designated  for  completion  of  the  niovemeut  In 
1000  of  the  balance  of  the  refugees  of  European  origin  through  Hong  Kong 
from  Red  China.  This  represents  an  Increase  in  ICEM’a  program  for  this 
activity,  but  does  not  exceed  the  overall  limitation  of  45  percent  of  U.S.  con- 
tribution to  the  total  ICEM  contributions  received.  The  Department  of  State 
recognises  tliut  more  funds  could  be  spent  to  meet  the  great  needs  of  the  refu- 
gees, but  It  feelB  that  no  additional  U.S.  Government  funds  should  be  pro- 
gramed until  the  contributions  of  the  general  public  nml  of  other  countries 
are  known. 

In  the  United  States,  the  major  private  effort  for  the  World  Refugee  Year 
finds  u focus  In  the  establishment  of  the  U.S.  Committee  for  Refugees  under 
the  chairmanship  of  the  Vey  Reverend  Faucis  B.  Sayre,  Jr.,  dean  of  the  Wash- 
ington Cathedral.  The  membership  is  composed  of  outstanding  public  citizens, 
many  of  whom  represent  the  voluntary  welfare  agencies  working  in  behalf  of 
refugees. 

The  committee  bus  set  its  goul  to  raise  from  private  sources  $l!0  million 
over  and  above  the  iiormui  programs  of  the  agencies,  which  will  he  spent  ou 
the  chuirmanship  of  the  Very  Reverend  Francis  It.  Sayre,  Jr.,  dean  of  the  Wash- 
Refugee  Year. 

Much  progress  bns  been  made  In  the  various  segments  of  the  overall  refugee 
program.  One  of  the  most  significant  achievements  lias  been  the  resettlement 
and  integration  of  almost  ail  the  Hungarian  refugees  who  fled  from  Hungary 
following  the  October  11)3(1  revolt.  Of  the  JJUOJXX)  Hungarian  refugees  who 
escaped  to  Austria  and  Yugoslavia  by  the  end  of  1957,  none  now  remain  in 
Yugoslavia  aud  only  13,000  remain  in  Austria.  Of  the  13,000  probably  not  more 
than  5,000  wish  to  emigrate. 

In  spite  of  the  efforts  made  and  the  generous  help  which  the  governments  of 
the  free  world,  the  International  organizations,  aud  private  agencies  have  given 
to  hundreds  of  thousands  of  refugees  since  the  end  of  the  last  war,  there  still 
remains  a significant  and  complex  refugee  problem  to  be  solved.  It  Is  not  a tern- 
l>orury  problem  ; neither  is  It  & static  one.  As  an  outgrowth  of  modern  political 
development,  it  is  a problem  which  poses  an  extremely  delicate  and  difficult  task 
which  U International  in  scope  and  combines  u demand  fur  firmness  and  resolu- 
tion with  great  human  understanding,  putienee,  and  imagination.  The  Unit.! 
States,  particularly  during  the  worldwide  focus  of  attention  on  refugees,  is  ex- 
pected to  maintain  its  traditional  leadership  In  the  accepted  task  of  achieving 
the  maximum  of  assistance  to  refugees  during  the  World  Refugee  Year. 


Statement  uy  Wjluau  P.  Show,  Deputt  Assistant  Hkcketahy  or  State  iok 

Inteb-Auurican  ArrAias 

Mr.  Chairman  and  members  of  the  committee,  I take  pleasure  in  presenting 
this  statement  in  support  of  our  proposed  annual  contribution  under  the  Mutual 
Security  Act  to  the  technical  assistance  program  of  the  Organization  of  American 
Suites.  As  in  recent  years  we  are  ,'eqnesting  the  sum  of  $1,500,000  which  would 
be  pledged  with  the  proviso  that  our  filial  contribution  will  not  exceed  70  percent 
of  the  total  amount  contributed  by  all  member  states. 

Since  its  Inception  in  1951  we  have  been  the  principal  contributor  to  this  pro- 
gram, and  our  annuul  support  is  required  if  It  is  to  continue  the  very  worthwhile 
training  and  investigative  work  which  has  thus  far  proven  of  undeuiabie  benefit 
to  nil  imrticipatlng  countries.  ‘ 

The  OAP  program  supplements  and  cooperates  with  onr  vastly  larger  bilateral 
activities  m the  field  of  technical  training.  The  OAS  program,  unlike  our  bilateral 
programs,  is  reglonnl  In  nature  and  through  the  establishment  of  training  centers 
and  seminars,  in  which  alt  member  countries  have  the  right  to  participate,  stu- 
dents from  many  countries  are  brought  together  to  pursue  common  Interests,  for 
the  most  part  in  a common  tongue,  to  compare  problems  related  to  the  economic 
nnd  social  growth  of  their  respective  countries  and  to  acquire  common  skills 
which  (hey,  In  turn,  can  Impart  to  their  own  countries. 

All  of  the  American  Republics  share  in  the  Joint  OAR  program  and  our  partici- 
pation therein  ta  in  cousouauce  with  section  503  of  the  Mutual  Security  Act  of 
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1858,  which  states  it  to  be  the  sense  of  Congress  that  the  executive  branch 
should  “seek  to  strengthen  cooperation  In  the  Western  Hemisphere  to  the 
maximum  extent  by  encouraging  joint  programs  of  technical  and  economic 
development.” 

The  projects  carried  out  under  the  OAS  program  are  supervised  by  cooperat- 
ing agencies  having  i high  degree  of  specialised  competence.  These  include  the 
Inter-Auicricnn  Statistical  Institute,  the  Pun  American  Union,  the  Pan  American 
Institute  of  Geography  and  History,  the  Inter-American  Institute  of  Agricultural 
Sciences,  the  Pau  American  Sanitary  Organisation  and  tbe  Inter- American 
Children’s  Institute.  Their  supervision  and  < oojjeration  have  resulted  la  techni- 
cally sound  development  of  the  various  projects. 

Most  of  the  projects  Included  in  the  technical  cooperation  program  of  the 
OAS  are  of  a specialized  nature  and  have  no  direct  counterpart  In  our  bilateral 
programs.  Among  these  I may  mention  the  center  fur  research  on  hoof  and- 
mouth  disease  in  Brazil,  the  training  course  in  social  welfare  programs  in 
Argentina,  the  Inter- America u workshop  on  the  cure  of  crippled  children  in 
Mexico,  the  statistical  training  center  In  Chile  and  the  iron  and  steel  seminar 
in  Argentina.  These  projects,  us  well  as  those  not  specifically  mentioned  here, 
should  bring  benefits,  either  economic  or  social,  throughout  the  area  und  will 
continue  to  do  so  provided  our  assistance  is  maintained. 

Latin  America's  Increasing  desire  for  un  expansion  of  multilateral  economic 
and  technical  development  activities  has  beeu  reiterated  in  receut  mouths,  both 
in  the  working  groups  of  the  •‘Committee  of  21”  which  met  in  Washington  during 
the  early  months  of  the  year  to  prepare  basic  studies  Hurt  subsequently  in 
resolutions  emerging  from  tbe  meeting  of  the  committee,  Itself,  in  Buenos  Aires 
in  April. 

We  may,  in  due  course,  be  called  npon  for  an  Increase  iu  our  annua)  pledge 
to  the  OAS  multilateral  technical  and  economic  cooperation  progrum,  but  until 
such  time  as  the  member  states  can  establish  an  acceptable  plan  for  increased 
financing,  on  either  a voluntary  or  quota  basis,  it  is  not  our  intention  to  request 
additional  funds  for  this  program.  We  know,  however,  that  our  present  contri- 
bution is  a vital  one  for  the  continuation  of  this  worthwhile,  cooperative  program 
and  we  strongly  urge  that  it  be  continued. 

A detailed  breakdown  of  the  OAS  piogram  will  be  fouud  on  pages  285  through 
288  of  the  presentation  book  for  Latin  America  copies  of  which  have  been 
provided  to  members  of  the  committee. 


Statement  of  John  L.  Holcombe,  Director,  Office  or  Programing  and  Control 

(ISA) 

Mr.  Chairman  and  members  of  the  committee,  in  prior  year  presentations, 
members  of  congressional  committees  have  exjterlenced  some  difficulty  lu  evalu- 
ating the  budget  request  because  a large  portion  of  tbe  military  assistance  pro- 
gram had  not  been  allocated  to  regions  or  countries.  This  year  programs  have 
been  distributed  by  country  wherever  possible.  The  remaining  programs  which 
will  be  discussed  today,  are  those  which  at  this  time  cannot  be  specifically  allo- 
cated by  country.  They  are  Included  in  the  volume  labeled  “Nonregional  Pro- 
grams” on  the  pages  indicated. 

Aircraft  modernization  and  mist  tier  (p.  J) 

In  addition  to  tbe  funds  requested  as  part  of  the  country  programs  for  aircraft 
modernization  and  missiles,  there  are  two  8]>eeific  projects  which  cannot  be 
allocated  to  specific  countries.  In  11*69,  Northrop  Corp,  was  awarded  a contract 
by  the  Air  Force  to  adapt  the  suiiersonlc  trainer,  the  T-88,  then  under  develop- 
ment, to  meet  tbe  need  in  certain  countries  for  a su|>er*c>nlc  aircraft  having 
reduced  maintenance  amt  operating  costs.  Fourteen  million  dollars  was  pro- 
gramed for  this  purpose  in  fiscal  year  I960.  Duriug  this  period,  the  trainer 
version  has  been  successfully  flown.  Tbe  first  tighter  version  successfully  com- 
pleted a 40-tninute  flight  on  July  80  and  has  completed  several  additional  flights 
since.  Auother  $11.8  million  is  requested  to  continue  this  project  in  fiscal  year 
1900  and  a remaining  estimated  $6  million  is  planned  for  budgeting  in  fiscal  year 
1961. 

In  addition  to  this  new  aircraft,  $24.4  million  is  requested  to  Improve  the  mili- 
tary capabilities  and  operational  performance  of  existing  aircraft  and  NIKE 
missiles  which  were  produced  and  delivered  before  tbe  modifications  and  improve- 
ments were  standardized. 
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Mutual  weapon*  development  program  (MWDP)  (p.  fl) 

Tills  program  provides  financial  nnd  technical  assistance  to  our  allies,  normally 
on  a matching  Imsls,  for  the  development  of  new  military  equipment  designed 
suitable  for  their  combat  operating  and  manufacturing  capabilities.  So  far, 
this  program  has  been  conducted  entirely  In  the  NATO  countries  but  projects 
outside  of  NATO  may  subsequently  be  undertaken.  This  program  not  only  puts 
our  allies  In  it  imsltlon  to  assume  the  burden  of  part  of  their  own  military  supply 
without  using  scarce  dollars,  but  It  also  provides,  through  bilateral  agreements, 
(hat  the  United  States  itself  may  use  any  technical  knowledge  or  produce  any 
weapons  tlevelojied  under  tills  program.  For  example,  the  French  have  developed 
effective  antitank  missiles  which  are  being  purchased  from  France  by  other  coun- 
tries in  Knroi>e  and  by  the  United  States  for  Its  own  forces.  Technical  manage- 
ment of  this  program  Is  the  resisinslhillty  of  the  director  of  defense  research  and 
engineering.  For  Ilseal  year  llMiO,  he  lias  under  consideration  projects  estimated 
to  require  $S4  million.  From  those  after  selection  and  negotiation,  an  estimated 
JMh  million  of  the  most  promising  high  priority  projects  will  be  approved.  This 
Is  the  same  amount  that  has  been  made  available  for  this  program  In  recent  years. 

Crvilit  financing  and  NATO  maintenance  (p,  12) 

Under  authority  given  by  the  Congress  in  fiscal  year  lfK>8  In  section  108(c), 
a sales  program  requiring  $75  million  In  credit  assistance  Is  planned  for  fiscal 
year  1000.  Tills  will  provide  military  readiness  that  would  otherwise  have  to 
come  from  grant  aid  and,  in  the  main,  it  will  bo  financed  from  reimbursements 
from  other  credit  extended  In  prior  years,  reuse  of  which  is  authorized  by  the 
Mutual  Security  Act.  Although  this  extension  docs  not  require  any  new  obliga- 
tions! authority,  in  order  to  present  to  Congress  tho  full  picture  of  our  o]>crntion, 
the  requirements  have  been  Included  in  the  presentation  and  the  total  fiscal 
requirements  reduced  by  the  amount  of  anticipated  reimbursements  to  arrive  at 
the  requested  new  ohiigat tonal  authority.  Wherever  possible,  anticipated  credit 
sales  have  been  included  In  the  program  data  for  the  sjiecitlc  countries  concerned. 

Individual  country  requirements  for  many  Items  used  in  military  equipment 
maintenance  are  frequently  Insufficient  for  economleul  procurement  by  tho 
country.  Sometimes  requirements  cun  bo  met  by  transferring  stocks  from  one 
country  to  another  just  ns  we  transfer  between  depots  in  our  Military  Establish- 
ment. To  faellitate  cooperative  efforts,  spare  parts,  procurement  and  distribu- 
tion, the  United  States  proposed,  nnd  NATO  has  created,  a maintenance  supply 
services  system.  First  priority  Is  assigned  to  It  for  the  development  of  a NATO 
supported  supply  program  for  aircraft  nnd  vehicle  maintenance  which  wna 
previously  supported  nnd  funded  by  tho  United  States,  In  order  to  assist  this 
NATO  effort  to  become  self-supporting.  It  wilt  be  necessary  for  the  United 
States  to  advance  $25  million  to  the  NATO  system  agency  to  finance  the  pro- 
curement of  required  materiel.  The  advance  will  be  amortized  over  n 8-year 
period  as  the  Individual  countries  buy  from  the  central  stockug©  jmlnta.  It  ia 
exjieeted  that  the  ngency  ultimately  will  become  financially  self-sustaining. 

Overscan  internal  security  program  ( QIRP ) (p.  /.f) 

In  oertnin  countries  In  the  Near  nnd  Far  Fast,  a major  threat  to  security  nnd 
our  mutual  agreements  arises  from  the  lack  of  units,  equipment,  and  training 
to  counter  or  preveut  subversion  and  infiltration.  This  threat  can  tie  alleviated 
by  U S.  assistance  In  financing  nnd  supplying  equipment  und  training  for  secu- 
rity and  counterintelligence  detachments.  Where  theso  units  lire  eivlllan  in 
nature,  they  are  assisted  by  ICA  under  Its  economic  program.  Where  they  are 
part  of  the  defense  establishment  of  the  country,  training  nnd  specialized  equip- 
ment or  Instruction  Is  provided  under  the  military  assistance  program.  For 
tills  purjwrae.  $fi  million  Is  requested  in  1000  which  Is  the  same  amount  pro- 
gramed for  lfioO  and  about  75  iiercent  of  the  amount  programed  In  1058. 

Weapon*  production  program  ( WPP)  (p.  JJ) 

I have  already  discussed  U.S.  efforts  to  Increase  the  self-sufficiency  of  our 
nllli-s  through  providing  assistance  In  the  development  of  their  own  weapons  nnd 
through  credit  assistance  to  finance  purchases  from  the  United  States.  Another 
lmjMirtant  part  of  this  effort  Is  our  encouragement  and  participation  In  a co- 
ordinated European  production  program,  fly  the  provision  of  technical  assist- 
ance, samples  of  materiel,  and  some  specialized  tooling,  this  program  encourages 
the  Euroiienn  NATO  nations  to  provide  much  larger  sums  for  their  own  par- 
tic!  [«i  Hon  In  these  coordinated  production  activities.  Such  a program  for  tho 
Hawk,  a low-altitude  antiaircraft  missile,  Is  In  advanced  singes  of  planning  and 
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Is  expected  to  require  meet  of  the  <20  million  requested.  Similar  programs  for 
Sidewinder  aud  several  antisubmarine  devices  are  also  under  active  considera- 
tion with  an  ally. 

UUceUaneout  ti onregional  program » (p.  IS) 

The  <7.6  million  requested  under  this  category  In  fiscal  year  1960  is  entirely 
to  meet  costa  for  the  Btornge  and  maintenance  of  materiel  owned  by  the  military 
assistance  program,  principally  In  the  Far  East.  As  the  bulk  of  U.S.  ground 
forces  were  withdrawn  from  the  Far  East,  stocks  of  materiel  In  that  area  had 
to  be  either  shipped  back  to  the  United  States  or  held  out  then  for  use  of  MAP 
supported  forces.  To  ship  them  home  and  then  later  send  similar  materiel  to 
the  Orient  within  a few  months  or  years  for  MAP  would  not  have  been  econom- 
ical. In  tho  Interest  of  achieving  this  economy  bulk  Block  transfers  were  made 
to  the  military  assistance  program  nt  no  cost  or  greatly  reduced  price.  Costs  of 
maintenance  of  these  stocks  Is  carried  by  the  military  assistance  program. 
One  transaction  of  this  type  provided  <115  million  worth  of  equipment 
and  ammunition  to  our  allies  at  n charge  to  MAP  of  less  than  <50  million,  and, 
more  important,  it  meant  that  the  program  had  immedlnte  support  to  meet  the 
Communist  attack  on  Quetuoy  without  the  delay  of  shipment  from  the  United 
States. 

Taiwan  cmcrgenoy 

I would  like  to  explain  the  effect  on  the  fiscal  year  1059  military  assistance 
program  of  the  Taiwan  emergency  nnd  the  reductions  In  the  congressional  appro- 
priation. Tlie  totul  program  for  Taiwan  to  meet  the  emergency  created  by  the 
Communist  attack  on  the  island  of  Quemoy  was  <.’111  million.  About  one-half 
of  this  (<153  million ) was  made  available  without  charge,  except  for 
transportation,  from  excess  stocks  of  the  military  departments  or  materiel  al- 
ready on  hnnd  by  the  military  assistance  program.  By  revision  of  the  fiscal 
year  11)59  regular  Taiwan  program,  <20  million  was  provided  nnd  another  <70 
million  wns  obtained  by  deviations  of  items  which  were  ordered,  manufactured, 
and,  in  some  cases,  in  the  process  of  being  shlpjted  to  other  countries  from  prior 
year  military  assistance  programs;  <23  million  was  provided  from  snles  recidpts, 
much  of  which  wns  puicl  In  advance  of  the  dale  required  by  the  credit  sales 
agreements;  <24  million  enine  from  cancellation  of  the  Iraq  program  after  the 
coup  d’etat  in  thnt  country;  anil,  finally.  <21  million  wns  available  from  the 
unobligated  balance  as  of  the  30th  of  June  1958. 

Deferral  of  modernization  and  other  requirement » 

In  fiscal  year  1959  Congress  appropriated  $2s5  million  less  than  the  <1,XOO 
million  requested.  This  required  thnt  modernisation  of  the  allied  forces  In  this 
amount  be  deferred  nnd  It  is  being  again  requested  In  the  1900  program  here 
before  you.  Of  this  amount,  <121  million  was  In  missiles  for  NATO  ($74  mil- 
lion for  Hawk,  <24  million  for  Sidewinder,  <19  million  for  Lacrosse,  nnd  <4  mil- 
lion for  Terrier),  <38  million  wns  In  aircraft  modernization,  <28  million  for 
F-lOO’s  lu  Denmark  and  Turkey,  nnd  <10  million  in  modern  antisubmarine  patrol 
aircraft  for  France.  Ship  modernization  In  the  amount  of  <10  million  had  to 
be  deferred  in  Korea  and  Pakistan,  The  $14  million  requested  to  build  up  war 
reserve  ammunition  in  Frauen,  Greece,  Spain,  Turkey,  nnd  Korea  hud  to  be 
deferred  to  1000  as  was  $16  million  for  modernization  of  electronics  equipment 
in  France  and  Korea.  The  weapons  production  program  had  to  be  cut  by  $16 
million  nnd  <4  million  came  out  of  (be  Internal  security  program  for  countries 
In  southeast  Asia.  The  balance  of  <67  million  la  composed  of  a large  number  of 
small  items  of  many  countries. 

As  I have  said,  the  Items  specified  above  which  had  to  he  cut  to  meet  the  con- 
gressional reduction  are  again  being  requested  in  the  fiscal  year  I960  program. 
The  net  result  of  such  reductions  is  to  cause  a stretchout  in  providing  an  effective 
defense  posture. 


Statement  or  Mabkley  Sraw,  ISA  Comptroller,  Office  of  tiie  Assistant 
Secretary  or  Defense  for  International  Security  Affairs 

Mr.  Chairman  and  members  of  the  committee,  this  statement  presents  the 
fiscal  year  1900  military  assistance  program  requirements  fur  the  support  of 
the  following  nonregtonai  programs : International  Military  Headquarters,  NATO 
Infrastructure,  accessorial  costs,  and  administrative  expenses. 
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INTERNATIONAL  U1UTAKT  HKAUqUABTLBa 

One  of  the  least  expensive  programs  funded  from  “Military  assistance”  appro- 
priations Is  the  support  of  the  International  Military  Hedquarters.  The  opera- 
tions are  jointly  financed  by  member  governments  In  accordance  with  Rovernmeut- 
to-govcrmuent  and  International  agreements  and  under  accepted  cost-sharing 
formulas.  This  request  for  $8  million  covers  expenses  for  NATO  International 
Military  Headquarters  and  associated  agencies,  the  Central  Europe  Operating 
Agency,  administrative  costs  of  the  NATO  Maintenance  Supply  Services  Agency, 
the  SEATO  Permanent  Military  Planning  Staff,  «ud  the  combined  military  plan- 
ning staff  of  the  Baghdad  Pact. 

The  countries  participating  In  each  of  these  activities  and  percentage  of  each 
countries’  contribution  Is  as  follow : 


Country 
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Total 

100.00 

100.00 

100.00 

100.00 

100.00 

NATO  Military  Headquarter*  and  agencies 

Of  the  funds  being  requested  for  fiscal  year  1060,  the  largest  amount  is  $0,400,000 
for  the  support  of  the  NATO  International  Military  Headquarters.  The  NATO 
headquarters  consists  of  the  two  primary  military  commands — Supreme  Head- 
quarters, Allied  Powers  Europe  (SHAPE),  and  the  Supreme  Allied  Commander 
Atlantic  (Snclant)—  nnd  the  Channel  Command,  the  Standing  Group,  and 
several  military  agencies  such  as  the  NATO  Defense  College,  the  Military 
Agency  for  Standardisation,  and  the  European  Radio  Frequency  Agency.  The 
costs  Included  In  the  international  budgets  for  the  headquarters  and  agencies 
are  itmlted  to  civilian  salaries  nnd  wages,  operating  support  (utilities,  office 
supplies,  and  equipment),  maintenance  of  building  and  equipment,  operation  of 
military  communications,  and  capital  items.  Pay  and  allowances  of  military 
personnel  and  supporting  military  equipment  and  hardware  are  the  respon- 
sibility of  the  Individual  government  furnishing  the  personnel  nnd  equipment. 

The  total  contribution  of  the  United  States  toward  this  support  Is  estimated 
at  $37,4  million  through  June  30, 1069. 

Each  NATO  headquarters  and  agency  budget  is  first  reviewed  by  the  supreme 
command  involved;  next  Is  submitted  to  tbe  Standing  Group  for  approval  from 
the  military  viewpoint;  then  to  the  NATO  Military  Budget  Committee  for  final 
■nalysls,  appraisal,  and  recommendation.  The  NATO  Council,  upon  the 
recommendation  of  ts  Military  Budget  Committee,  formally  approves  the  budget 
estimates  and  authorizes  the  Secretary  General  to  request  funds  from  member 
countries  ns  required  by  the  commands  and  agencies  in  accordance  with  effective 
cost-sharing  formula.  The  U.8,  Interest  is  expressed  at  each  successive  stage 
of  the  budget  formulation,  review  analysis,  nnd  final  approval.  The  accounts 
of  each  headquarters  and  agency  are  audited  annually  by  audllora  selected  from 
member  countries  and  appointed  by  the  NATO  Council. 


MUTUAL  SECURITY  APPROPRIATIONS,  10«0 


449 


Central  Europe  Operating  Agency 

Jet  fuel  storage  and  distribution  projects  are  being  constructed  under  the 
NATO  Infrastructure  progruui.  The  projects  within  the  individual  countries 
In  Europe  have  been  so  planned  as  to  result  in  an  nreawidc  system.  Ry  agree* 
meat  of  the  eight  countries  concerned  it  Is  operated  by  an  agency  of  the  NATO 
Council  known  as  the  Central  Europe  Operating  Agency.  The  eight  Central 
Europe  NATO  countries  using  the  facilities  have  agreed  to  contribute  to  the 
cost  of  management  and  administration  In  accordance  with  the  estimates 
of  their  withdrawals.  The  system  was  designed  to  meet  wartime  requirements; 
however.  Its  peacetime  utilization  will  be  about  20  to  25  percent  of  dealga 
capacity.  The  mauugers  of  the  system  anticipate  that  after  all  construction 
is  completed  and  nil  elements  of  tin*  system  tire  operational,  the  iucome  from 
sales  will  be  sufficient  to  cover  the  costs  of  operations,  Including  overhead.  In 
the  meant  line,  the  management  expenses  are  being  funded  by  contributions 
fom  each  using  country. 

NATO  Maintenance  Supply  Service*  Agency 

The  United  States  has  encouraged  the  development  of  a single  supply  service 
for  the  NATO  military  forces  as  n means  of  reducing  the  overall  cost  to  NATO 
of  procuring  and  maintaining  stocks  for  the  maintenance  of  military  equipment 
Like  the  Central  Europe  Operating  Agency  tt  Is  expected  that  the  NATO  Main- 
tenance Supply  Services  Agency  will  be  self-supporting  after  a year  or  two 
of  ojK'rntlons,  but  under  NATO  agreements  the  administrative  type  coats  in  the 
meantime  are  supplied  through  contributions  of  the  United  States  aud  other 
participating  countries. 

SEATO  permanent  military  planning  9taff 

The  SEATO  permanent  military  planning  staff  was  established  in  1057.  As 
In  NATO,  the  services  of  military  personnel  arc  contributed  by  the  various 
participating  countries.  However,  the  support  of  their  headquarters  and  activ- 
ities Is  funded  through  contributions  from  each  member  country. 

Combined  mititary  planning  ilaff,  Baghdad  Bad 

The  United  States,  being  a member  of  the  Ragbdad  I’nct  military  committee, 
has  agreed  to  contribute  toward  the  support  of  tho  committee’s  operations.  The 
support  is  on  the  same  basis  as  that  provided  other  International  military 
operations. 

The  status  of  tho  U.S.  obligations  and  U.S.  expenditures  for  each  of  the 
activities  under  the  International  military  headquarters  aud  agencies  program 
Is  ns  follows: 

International  Military  Headquarters — U.S.  obligations  and  U.S.  expenditures 


[In  thousands  of  dollars] 


Actual, 

Otcai  year 
IMS 

Estimated, 
fiscal  year 
IMS 

Estimated, 
flamt  year 
1900 

Obligation*,  tolil. i 

»*W9 

*7,  M0 

1*000 

NATO  tattrmtional  military  hoixl'iu&rtors 

5,  427 

8.  W0 
170 
1,000 
60 
90 

*400 

300 

1,300 

70 

30 

NATO  Mftlnirrmnee  Supply  Services  Agency 

Central  Ruroiw  Operating  Agency 

93 

Combined  mllllflry  planning ataif,  Baghdad  

6EATO  permanent'  planning  alert. . . 

30 

Eipendltures,  total 

*396 

" 3,000 

The  1500,000  Increase  In  the  fiscal  year  1000  estimate  for  the  International 
military  headquarters  and  agencies  program  is  due  to  the  increase  in  manage- 
ment responsibilities  the  international  authorities  have  required  the  headquar- 
ters and  agencies  to  assume.  This  trend  can  be  exiiected  to  continue  as  a means 
of  obtnlnlng  greater  efficiency  and  less  overall  costs  than  If  each  country  were 
to  maintain  separate  mnaugeuient  groups. 

NATO  INV&ABTBUOTUBK 

The  military  assistance  appropriation  Is  the  source  of  the  U.S.  contribution 
to  NATO  Infrastructure,  a multilateral  program  designed  to  provide  facilities, 
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for  military  forces  assigned  or  earmarked  for  NATO  commands,  which  would 
otherwise  be  beyond  the  financial  capabilities  of  the  individual  NATO  member 
countries. 

The  Congress  has  provided  in  section  104(a)  of  the  Mutual  Security  Act  of 
1954,  as  ameuded,  that  the  United  States  may  contribute  up  to  $1  billion  to  meet 
the  U.S.  share  of  this  commonly  financed  program. 

Infrastructure  was  initiated  by  the  Western  Union  Dofenso  Organization  prior 
to  the  establishment  of  NATO.  That  portion  of  the  program  to  which  the  United 
States  did  not  contribute  was  called  the  first  slice.  NATO  infrastructure  began 
with  the  second  slice  In  1950,  and  has  continued  in  aunual  increments  or  slices 
since  that  date. 

In  the  early  yenrs  it  was  the  practice  of  NATO  to  determine  the  amount  of 
contribution  each  country  could  make  through  the  process  of  negotiation.  The 
basis  for  the  negotiations  changed  ns  the  membership  of  NATO  increased,  and 
as  the  economic  benefits  of  each  year's  program  was  determined.  For  the  last 
several  yenrs  the  cost  shuring  has  remained  stutic  since  no  basis  for  change  has 
appeared. 

The  U.S.  percentage  of  the  cost  of  Infrastructure  (net  of  taxes)  has  dropped 
from  41. 82  percent  for  slice  II  to  84.92  percent  of  slices  VIII  through  XI,  the 
latter  being  the  progrnm  currently  under  development. 

Projects  to  he  included  in  any  slice  are  proposed  by  the  NATO  military  supreme 
commands.  They  are  carefully  screened  by  the  experts  on  the  NATO  interna- 
tional staff  and  after  authorization  by  tho  NATO  Council  are  constructed  to  the 
minimum  standards  established  by  NATO  by  country  authorities  on  land  con- 
tributed by  the  host  country  During  the  course  of  construction  the  proejets  are 
inspected  by  engineers  of  tho  NATO  military  headquarters  construction  exerts 
of  the  international  staff  and  representatives  of  the  construction  agencies  of  the 
countries  concerned  Expenditures  of  international  infrastructure  funds  are 
audited  by  n NATO  appointed  board  of  auditors  on  which  the  United  States 
has  representation.  The  infrastructure  operation  of  NATO  is  considered  ono 
of  the  outstanding  accomplishments  of  international  effort. 

Through  the  third  quarter  of  1958  NATO  has  authorized  the  construction  of 
approximately  billion  of  construction  In  14  NATO  countries.  Decause  of 
geographic  location  the  largest  volume  of  tho  work  is  in  France,  with  Turkey, 
Italy,  and  Norway  being  next  iu  Importance.  Against  this  authorization  It  is 
estimated  that  as  of  December  31,  1958,  07.3  percent  or  $1.4  billion  will  have 
been  expended. 

The  original  NATO  slice  authorized  only  airfields  and  signal  communication 
projects.  Wnr  headquarters  were  added  to  the  list  in  slice  III.  Jet  fuel  storage 
and  distribution  facilities  were  included  in  slice  IV.  Later  naval  facilities, 
radio  navigational  nlds,  training  Installations,  and  radar  were  ncludcd. 

Now  NATO  Is  studying  the  requirements  for  NATO  financed  storage  facilities 
which  cannot  possibly  be  funded  on  a unilateral  hn.sls.  Only  by  central  storage 
arrangements  enu  tho  requirements  for  reserve  stocks  be  economically  established 
and  maintained. 

The  status  of  U.S.  obligations  and  U.S.  expenditures  for  Infrastructure  is  as 
follows : 

(In  thousands  of  dollars] 


Actual, 
fiscal  year 
1968 

Kstlmntcd, 
fiscal  year 
1969 

Kstlmntcd, 
fiscal  year 
1900 

Obligations: 

During  year. , . 

49,900 
077,  Ml 

fO,  118 
483.  if.7 

70,000 

547,561 

70,000 
622, 167 

70,000 
717,  Ml 

70,000 
692, 167 

Cumulative  end  of  year 

Expenditures; 

During  year 

Cumulative  end  of  year 

Noth.— This  table  Includes  Wl, 000.000  for  national  use  from  MAP  appropriation  and  excludes  1140,000,000 
available  from  military  (unctions  appropriations. 

Additional  program  detail  is  shown  on  p.  It  of  the  brown  nonrcgional  presentation  book. 
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ACCEBBOBIAL  COSTS 

With  the  exception  of  $7.0  million  these  costs  are  spread  through  the  country 
programs  In  the  presentation  books  to  show  the  total  costs  of  procuring  and 
delivering  muterlal  Items  and  services,  Including  the  packing,  crating,  handling, 
and  trunNjkjrtatlon  expenses,  tig  well  ns  overseas  procurement  and  inspection 
costs.  Individual  military  assistance  accounts  are  maintained  to  reflect  the 
costs  of  accessorial  activities.  They  have  been  accumulated  here  to  show  the 
total  costs  involved  In  the  delivery  of  military  assistance  items. 

This  estimate  Includes,  as  a portion  of  the  overall  accessorial  costs,  the  ex* 
ponses  involved  in  the  muintcnauce  and  storage  of  MAP  owned  equipment. 
The  amount  of  $7.0  million  Is  not  distributed  by  country  and  is  shown  as  a 
miscellaneous  uonreglounl  program  amount  In  the  detailed  program  listing  on 
page  41  of  the  worldwide  summary  presentation  book. 


[In  thousands  of  dollars] 


Actual, 
fiscal  year 
1A48 

Estimated, 
flsnil  year 
10» 

Estimated, 
fiscal  year 
IBM 

Obligations...:.. 

ISC, 711 
104,320 

170,700 
163, 742 

146,000 
ISO,  700 

The  reduction  In  the  fiscal  year  1900  estimate  is  due  to  the  reduction  in  the 
volume  of  deliveries  planned  for  fiscal  year  11X10.  The  value  of  deliveries  In 
fiscal  year  11C>0  Is  estimated  ut  $2.2  billion.  The  comparable  figure  for  fiscal 
year  llKJO  is  $1.8  billion.  It  Is  the  ratio  between  these  two  amounts  which  estab- 
lishes the  fiscal  year  1000  accessorial  cost  estimate. 

AWMINISTIIATIVE  EXPENSES 

The  costs  of  administering  and  operating  the  military  assistance  program  are 
met  from  military  department  appropriations  and  the  military  assistance  aj>- 
proprlntlon,  with  the  addition  of  services  and  facilities  (assistance  In  kind) 
furnished  by  some  recipient  countries. 

The  military  departments  bear  a large  share  of  the  total  costs  through  fur- 
nishing required  military  personnel,  equipment,  and  facilities  to  carry  out  the 
military  assistance  program.  Typical  expenses  funded  from  the  military  de- 
partment nprpoprlatlong  are  (1)  pay  and  statutory  allowances  of  military  per- 
sonnel in  the  field *and  In  Washington,  (2)  medical  expenses,  including  facilities, 
of  military  personnel  and  their  dependents,  (3)  approximately  half  the  costs 
of  the  travel  expenses  incident  to  the  change  of  station  of  military  jiersonnel, 
and  (4)  operation  and  maintenance  of  facilities  for  personnel  and  for  recrea- 
tion. 

Mutual  security  funds  are  used  to  pay  for  those  additional  administrative  and 
operational  requirements  which  are  not  met  by  the  equipment  and  facilities 
furnished  by  the  military  departments.  Such  requirements  generated  by  the 
military  assistance  advisory  groups  (MAAG’s)  and  other  oversea  Activities,  as 
well  ns  departmental  operations,  must  be  clearly  idcntilled  as  additional  to 
normal  service  programs  in  order  to  qualify  for  mutual  security  funds.  The 
costs  of  administrative  activities  concerned  exclusively  with  the  military  a»- 
sistunce  program  In  the  office  of  the  Secretary  of  Defense,  and  in  the  mliltnry 
departments,  Including  U.S.  field  organizations  (Air  Materiel  Command  and  Air 
Trnining  Command),  qualify  for  mutun]  security  funding  us  do  the  costs  related 
to  the  support  of  the  MAAG’s  and  the  five  regional  groups  overseas.  The  regional 
groups  nro  the  Office  of  Defense  Affairs  of  the  U.S.  Mission  to  NATO  and  Euro- 
pean regional  organizations  (URUO),  and  the  military  assistance  elements  of 
the  unified  comniQiids,  C1NCKUR,  CIXCPAC,  itml  CIXCAHIH. 

The  administrative  support  furnished  the  MAAG's  is  supplied  in  large  pnrt 
in  many  countries  by  the  U.9.  embassies,  thus  avoiding  duplication  of  support 
functions.  The  Department  of  State  Is  reimbursed  from  military  assistance 
funds  for  tbe  support  rendered. 
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Tbo  Bureau  of  the  Budget  baa  established  the  allowance  for  administrative 
expenses  for  fiscal  year  10(10  at  $25  million  or  at  the  wane  level  as  established 
for  fiscal  year  1959. 

[In  thousand*  of  dollar*) 


Aetna), 
fiscal  year 
1948 

Estimated, 
fiscal  year 
1049 

Estimated, 
fiscal  year 
1960 

Obltgstlons 

21, 816 
20,001 

25.000 

24.000 

26,000 

24,600 

Expenditures 

This  program  is  further  described  on  page  4 of  tho  brown  nonreglonal  presenta- 
tion book. 

Supporting  schedules  showing  the  distribution  of  administrative  and  per- 
sonnel coats  and  average  personnel  strengths  by  Individual  country  and  uetlvity, 
and  comparative  summaries  of  obligations  by  object  class  aro  attached. 

RECLAMA 

Mr.  Chairman,  I nsk  for  your  npproval  to  call  attention  to  the  communica- 
tion of  June  2(1,  1059,  from  the  President  of  the  United  States,  transmitting  pro- 
posed appropriations  for  tho  fiscal  year  11X10  mulual  security  progrums — House 
of  Representatives  Document  No.  188.  Under  (ho  military  assistance  Item  the 
President  had  included  the  provision  "that  the  unexpended  balances  of  funds 
heretofore  made  available  under  the  heading  ‘Military  construction,  foreign 
countries,  In  chapter  IX  of  the  Supplemental  Appropriation  Act  1953,  shall  be 
consolidated  with  this  appropriation1 : * * *”  The  House  Appropriations  Com- 
mittee in  II. It.  8385  did  not  include  that  recommendation. 

The  pro[>oaed  language  consolidates  Into  one  account  funds  made  available 
to  the  Department  of  Defense  for  Infrastructure  by  the  Supplemental  Appro- 
priation Act  1953  (which  have  all  been  obligated)  with  funds  made  available 
to  the  President  for  Infrastructure  by  the  Mutual  Security  Act  of  1054,  as 
amended,  aud  allocated  by  him  to  the  Department  of  Defense.  The  consolida- 
tion of  these  funds  will  penult  liquidation  of  all  obligations  for  infrastructure 
from  one  Recount  und  will  not  result  In  any  additional  expense  to  appropri- 
ations. The  unexpended  balance  Is  estimated,  as  of  June  30,  1959,  at  $40 
million.  The  original  amount  made  available  for  infrastructure  from  this 
appropriation  was  $140  million. 

The  consolidation  of  these  funds  Into  one  account  will  eliminate  the  main- 
tenance of  separate  accounts  by  the  Department  of  the  Treasury,  Bureau  of 
the  Budget,  and  within  the  Department  of  Defense  at  the  various  Implementing 
levels.  It  Is  considered  that  such  consolidation  Is  in  accordance  with  the  desire 
of  Congress  for  economical  and  efficient  administration  of  the  military  assistance 
program. 

It  Is  requested  that  this  provision  be  further  considered  and  be  made  a part 
of  the  fiscal  year  1900  appropriation  language. 
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Department  or  Dispense — Total  Departmental  and  Overseas 

Comparative  summary  of  direct  obligations  by  object  class — Administrative  expenses, 

military  assistance  program 


MILITARY  PERSONNEL 

Total  number  of  permanent  positions 

Average  number  of  permanent  personnel. . 
Average  number  of  military  jiersounel.... 
Payment  above  basic  rates,  military  per- 
sonnel: Station  allowances.... 


Total  military  personnel. 


Actual,  1958 


Num- 

ber 


Amount 


2,193 

2,123 

2,123 


CIVILIAN  PERSONNEL 

Permanent  positions,  United  States. 
Deduct  lapse 


Net  permanent  personnel,  United 

States 

A vemgo  permanent  local  personnel 

Average  port  time  and  temporary  |>erson- 
nol 


Average  employment,  all  civilian 

personnel  

Regular  pay  in  excess  of  52- week  base 

Payment  abovo  basic  rates,  civilian  per- 
sonnel : 

Allowances . 

Overtime  and  holiday  ]iay 


Total,  civilian  personnel  . 
DIRECT  ORUOATIONB 


01 

03 


oilier 


10 

11 

IS 

IS 


Personal  services 

Travel 

TransiKtrlailon  of  things 

Communications  services .... 

Rents  and  utilities  services.... 

Printing  and  reproduction 

Other  contractual  services — 
Service*  performed  by 

agencies 

Supplies  and  materials.... 

Equipment 

Passenger  vehicles 

Lands  and  structures 

Grants,  subsidies,  and  contributions 

Retirement  contribution 

Refunds,  awards,  indemnities 

Taies  and  assessments 


Total  direct  obligations. 


3,123 


1,319 

99 


1,330 

402 


Estimate,  1959 


Num- 

ber 


*2,538,064 


2,538,004 


7,710,487 
012, 944 


3,143 

2,129 

2,139 


1,683 


1,083 


7, 103,  543 
328,  572 

13. 897 


7,446, 012 
30.003 


249, 420 
133,  575 


2.129 


1,258 

08 


1,190 

4til 


Amount 


*2,755,243 


Estimate,  I960 


Num- 

ber 


Amount 


2.134 
2,  mi 
2,101 


2.755,243  I 2,191 


7,766,851 

369,559 


7.855,070 


10,  ,103,1 34 
4,359,331 
1,000,837 
83, 741 
43,265 
70,839 
5,335,007 

(4,867,251) 
078, 506 
492,988 


1,654 


1,654 


28,690 


433,578 

12,440 

8,762 


23,631,778 


7,397,392 

407,870 

32,500 


1,241 

53 


7,837,702 

27,393 


310.882 
147, 542 


8,323,478  1,648 


*2. 767, 421 


2,757,421 


7,655,328 

343,235 


11,078,721 
4, 688,  756 
1,768, 057 
81.300 
49,  705 
70,200 
5,848,563 

(5, 300, 000) 
559,  450 
395,299 
(65, 740) 


454,533 

10,200 

4,656 


7,422,00* 

414,357 

*2,500 


7,868.950 

29,307 


309,232 

138,486 


B,  345, 975 


11,103,396 

4,669,356 

1,694,111 

82,140 

49,694 

76,100 

5,830,290 

(5,300,000) 

555,030 

448,784 

(75,620) 


476,807 

16800 

4,492 


25,000,000 


25,000,000 
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Department  ok  Defense— Departmental  and  U.S.  Field,  MAP  (Includes 

U.S.  Regular  Organization 

Comparative  summary  of  direct  obligations  by  object  class — Administrative  expenses, 

military  assistance  program 


Estimate,  1959  Estimate,  1900 


Num-  Amount  Num.  Amount  Num.  Amount 
ber  ber  ber 


MiursRT  PERSONNEL 

Total  number  ot  permanent  positions 

Average  number  of  permanent  personnel 
Average  number  of  temporary  duty  per- 
sonnel  

Average  number  of  military  personnel. .. 
Payment  above  basic  rates,  military  per- 
sonnel: Station  allowances 

Total  military  personnel 

CIVILIAN  PERSONNEL 

Permanent  positions,  United  States 

Deduct  lapse 

Net  permanent  personnel,  United  States 
Average  permanent  local  jcersonnel. 
Average  part-time  and  temporary  por- 
eonnel - 

Average  employment  all  civilian 

personnel 

Payment  lo  other  agencies  for  reimburse- 
ment details 

Regular  pay  in  excess  of  52-weolc  base 

Payment  above  baslo  rotes,  civilian  per- 
eoncl: 

Allowances 

Overtime  and  holiday  pay 

Total  civilian  personnel 

DIRECT  OBLIGATIONS 

Personal  services 

Travel - 

Transportation  of  things 

Communications  services 

Rents  ami  utilities  services,....  ...... 

Printing  and  reproduction. 

Other  contractual  services 

Services  performed  by  other  agen- 
cies  

Supplies  and  materials 

Equipment 

Passenger  vehicles 

11  Omnis. subsidies, and  contributions... 

Retirement  contribution.... 

It  Refunds,  awards,  Indemnities 

16  Taxes  and  assessment* 

Total  direct  obligations............. 


T,  966,900 
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Depabtmbnt  of  Defense— Overseas 

Comparative  summary  o/  direct  obligations  by  object  class — Administrative  expenses, 

military  assistance  program 


MIUTARV  PIMONNEI, 


Total  number  of  permanent  positions. 
Average  Dumber  of  permanent  iwsonnel.. 
Average  number  of  temporary-duty  per' 
sonnet 


Average  number  of  military  personnel.... 
Payment  above  basic  rates,  military  per' 
tonne);  Station  allowance* 


Tola),  military  personnel. , 

CIVILIAN  FXBSUNML 


Permanent  position i,  United  States. 
Deduct  lapse 


Net  permanent  personnel,  United 

States 

Average  permanent  local  personnel 

A wage  part-time  and  temporary  per- 
sonnel  


Actual,  IMS 


Num- 

ber 


1,907 

1,937 


1,937 


1,937 


Amount 


*3,912,936 


2,912,936 


369 

13 


Avenge  employment,  oil  civilian 

personnel .. 

Payment  to  other  agencies  lor  reimburse- 
ment details.. 

Regular  pay  In  excess  of  92-week  base 

Payment  above  basic  rates,  civilian  per- 
sonnel: 

Allowances. 

Overtime  and  holiday  pay 


Total,  civilian  personnel.. 

DIRAC?  OBLIGATIONS 


01 


other 


10 

11 

13 

18 


Personal  aervloe  

Travel 

Transportation  of  tilings 

Communication  services 

Rents  and  utilities  services.... 
Printing  and  reproduction.... 

Other  contractual  scrvloes... 
Services  performed  by 

agencies 

Supplies  and  materials 

Equipment 

Passenger  vehicles 

Lands  and  structures 

Grants,  subsidies,  and  contributions 

Retirement  contribution 

Re  funds,  awards,  Indemnities 

Tates  and  assessments... 


Total  direct  obligations..... 


296 

463 


7 IB 


1,273.971 

93,937 


1, 301, 984 
338.373 


1,933,936 


719 


3,456 


210.818 

14,835 


1,761,369 


4,274,331 

3,633,297 

1,673,275 

28,302 

41,833 

9.693 

6,337,211 

(4,857,291) 

694,163 

443,786 


Estimate,  1969 


Num- 

ber 


1,938 

1,924 


1,924 


Amount 


83,729,643 


1.930  3,739,843 


375 

23 


292 

461 


713 


713 


28,690 


67,284 

231 

6,479 


16,113,733 


1, 313,797 
46,319 


1,267,438 

407,870 


1,673,108 


8,841 


360,982 

18,507 


1,938,338 


4,684,  181 
3,861,909 
1,742, 997 
24,610 
48,705 
3,100 
9,73%  834 

(9,300,000) 
934, 910 
391,739 
(8*740) 


76,508 

1,100 

3,187 


17,07*000 


Estimate,  1960 


Num' 

ber 


1,933 

1,900 


1,900 


1,923 


278 

29 


290 

487 


707 


707 


Amount 


13,753,631 


3,732,621 


1,334,304 
43,  111 


1,282,391 

414,397 


1,696,780 


6,441 


262.832 

1*488 


1,983.511 


4.716,134 
3,808,979 
1,67%  111 
28.146 
48,694 
10,100 
*72*  290 

(*30*  000) 
69*030 
40*  384 
(7*  630) 


77,807 

1,100 

*001 


17,01*700 
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D»PABTMBNT  or  DhfBNBB 

MAP  administrative  expense  t 
(In  tbouaands  of  dollori] 


Fiscal  year 
1956 
(actual) 


Turkey 

United  Kingdom 

YuiotlaTlA 

U.B.  element  Bichdad  Pact. 


Bub  total,  Europe  and  Near  Kart. 


Commander  in  Chief,  Paelflo 

Cambodia..... 

Japan 

Korea 

Philippines 

Taiwan 

Thailand 

Vietnam 

SEA  TO  Permanent  Military  Flatmlny  Staff. 

Subtotal,  Far  Kart  and  Padflo. 

Commander  In  Chief,  Caribbean 

Ohlje 

Colombia 

Cuba 

Dominican  Republic 

Ecuador 

Guatemala 

Honduras..... 

Nlcaroufa 

Peru 

Urufuay 


Subtotal,  Weetern  Hamliphere. 
Total  oTeneaa 


Total  oreneaa  and  departmental.. 


Orand  total.. 


MOO  or  1**». 
Repreaent* 


preeenta  pm  oblifat  Ions.  Net  oblljationi  Saoal  year  IWO  $31,310,000. 


>33,033 
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Average  personnel  strengths,  MAP  administrative  expense 


Depart  mental  and  field  (U.8.): 
Departmental: 

Army 

Navy 

Air  Force 

OSD  {Including  U8RO). 


Total . 

Field,  11.8,  (Air  Force).. 

Total,  Zone  of  Interior. 


Oremat: 

Commander  In  chief,  Europe... 

Del  glum 

Denmark 

Ethiopia 

France 

Oermony 

Greece 

Iran.... 

Iraq 

Italy 

Libya 

Net  norland* 

Norway 

Pakistan 

Portugal 

Spain 

Turkey 

Uniter!  Kingdom 

U.3.  element,  Baghdad  Pact 


Subtotal,  Europe  and  Near 
East 


Commander  In  oblef,  Pacific 

Cambodia 

Japan 

Korea 

Philippine* 

Taiwan 

Thailand 

Vietnam 

8KATO  permanent  military 
planning  iiaff 


Subtotal,  Far  Eaet  and  Pacific. 

Commander  In  chief,  CARIB 
(Including  Chile,  Colombia, 
Cuba,  Ecuador,  Guatemala, 
Honduras,  Nicaragua,  Peru, 

Uruguay) 

Dominican  Republic. 


Subtotal,  Weatera  Hemlrphere 
Total  oversea* 


Total  oversea*  and  depart' 
mental 


Fiscal  year  IMS 
(actual) 

Fiscal  year  1980 
(estimated) 

Fiscal  year  I960 
(ett  imated) 

Mill- 

U.8. 

Lo- 

Mill* 

U.8. 

I.O- 

Mill- 

U.fl, 

Lo- 

tary 

civil- 

cal*  i 

tary 

civil- 

o»ls  ■ 

tary 

Civil- 

oali  i 

tans 

Ian# 

Urn 

88 

436 

88 

408 

88 

408 

34 

152 

34 

144 

38 

144 

32 

115 

33 

130 

32 

120 

eg 

ISO 

72 

184 

68 

184 

mm 

833 

193 

823 

186 

833 

ia 

113 



13 

118 

12 

118 

»**»a*« 

190 

988 

308 

941 

301 

Ml 

82 

35 

82 

S3 

m 

7a 

to 

64 

to 

Hi 

Emil 

38 

7 

37 

7 

■ 1 1 1 1 ■ 

8 

■Et 

3 

Hi 

H|||  H 

90 

30 

■t 

90 

Hi 

■ nl 

00 

32 

IB* 

28 

73 

H 1 1 H 

its 

13 

[■R 

HI 

■ iiiii 

130 

B 1 1 1 H 

03 

S 

FfHrt 

■ 



81 

H 1 1 1 1 H 

is 

i&Hf, 



H I 1 1 1 H 

St 

17 

: 

16 

83 

18 

H 

1 

1 

It 

1 

47 

7 

48 

n 

t8 

7 

ti 

1 

80 

Hi 

01 

7 

an 

in 

PPfftM 

99 

60 

I 

ifBJ 

iiB 

46 

■H 

43 

7 

87 

86 

88 

17 

ita 

Hj 

100 

140 

H;f 

103 

137 

18 

so 

19 

H 

26 

Hi 

28 

9 

0 

i 

0 

3 

PPPfPPP 

0 

2 

HU 

Lies 

318 

100 

1,136 

309 

103 

1,108 

308 

90 

43 

HUM 

44 

HHM 

mgm 

48 

9HBB 

i^ETil 

00 

144 

21 

114 

n 

114 

2i 

at 

8 

10 

80 

13 

0 

80 

13 

6 

At 

7 

8 

63 

7 

8 

A3 

7 

8 

190 

344 

387 

344 

267 

844 

70 

3 

67 

9 

70 

3 

i» 

■aiiiif 

Til 

■HI 

130 

7 

lifil 

■ 

mm| 

7 

SBiU 

B 

AAUUi 

Hi 

TM 

38 

803 

791 

43 

388 

798 

43 

368 

s 

7 

0 

7 

1, 977 

380 

403 

1,934 

383 

~ 

1,900 

380 

487 

" - 





3,133 

1, 231 

463 

3,139 

1,193 

401 

2,101 

1, 191 

487 

Bioludea  itate  support  direct  bits  local*. 
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Map  mission  training  expenae*  1 


(In  thousands  of  dollars) 


Fiscal  year 
1958  (actual) 

Fiscal  year 
1959 

(estimated) 

Fiscal  year 
1900 

(estimated) 

Coin  man  dor  la  oblef,  Europe  area: 

Ethiopia 

*243 

*344 

1376 

Germany 

418 

078 

sH8SS!?g«r^ 

Greece... 

118 

198 

243 

Iran 

<98 

1, 347 

824 

Saudi  Arabia 

1. 169 

1,710 

1,086 

Spain 

Turkey 

43 

113 

68 

1,810 

1, 913 

3.115 

Subtotal,  OINOKUR  area 

4, 494 

6,303 

0,014 

Co  mmander  In  oblef,  Pacific  area: 

Japan 

090 

733 

030 

Korea 

3,678 

4, 803 

9, 013 

Taiwan 

4,367 

3.584 

4,283 

Thailand.. 

1,390 

1,284 

1,201 

Vietnam 

1, 078 

1,309 

1,280 

Subtotal,  OINOPAO  area 

10, 108 

11,733 

16.448 

Grand  total  obligations.... 

14, 007 

18,030 

21,950 

i A*  defined  to  Deportment  of  Defense  Instruction  3110.10,  project  account  014. 


Average  personnel  strengths,  MAP  mission  training 


Fiscal  yoar  1908 

Fiscal  year  1659 

Fiscal  yoar  I960 

(actual) 

(estimated) 

(estimated) 

Mill- 

C.H. 

GO- 

Mill- 

v.s. 

Mill- 

U.8, 

Lo- 

tary 

civil- 

cels  ■ 

tary 

olvll- 

oals  ■ 

tary 

civil- 

cals  < 

tans 

Ians 

Ians 

Commander  in  chief,  Europe  area: 

■ 

■ 

Ethiopia. 

29 

80 

Germany 

160 

3 

71 

113 

2 

50 

84 

■ ;/ 

40 

Greece 

29 

36 

35 

pSHH 

Iran 

■n 

6 

gaff] 

223 

4 

76 

295 

Kim 

76 

Saudi  Arabia 

341 

2 

Bl 

388 

1 

1 

384 

i j 

1 

Spain 

14 

26 

24 

'Turkey 

258 

83 

103 

254 

74 

103 

272 

iaKa 

105 

Subtotal,  Europe  and  Near 

. ■ 

Bast 

s 

25! 

1,070 

wa 

mm 

1,124 

54 

223 

Oommander  In  oblef,  Pacific  area: 

s 

Japan.... 

11$ 

19 

81 

18 

81 

18 

Korea 

1,898 

69 

681 

1,631 

71 

780 

1,742 

«1 

744 

Taiwan 

1,413 

1, 878 

1,  345 

Thailand 

105 

184 

■■■■■I 

176 

HB3B 

Vietnam 

679 

672 

BBHB 

672 

BSHfl 

mHi 

Ui^hUdU  1 

Subtotal,  Far  Bast. 

4, 191 

68 

681 

3,846 

80 

730 

3.916 

110 

744 

Total  (overseas).... 

5,214 

181 

«T 

‘amT 

17(5" 

980 

6,03* 

164 

*66 

* Does  not  Include  locals  bind  throuib  state  direct  support. 
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MAP  average  personnel  strengths,  fiscal  year  I960  ( estimated ) 


459 


Oountry 


Belgium 

Deumurk. ..... 

Ethiopia 

Franco 

Germany... 

Orecco 

Iran 

Italy.- 

Libya 

Netherlands 

Norway 

Pakistan 

Portugal 

Bpaln 

Turkey 

United  Kingdom  

U.8.  element  Baghdad  Feet... 

Saudi  Arabia 

Cambodia 

Japan 

Korea 

Phllippinei 

Talw  an 

Thailand 

Vietnam 

BE  A TO  permanent  military 
planning  staff 


Administrative 


Training 


Mili- 

tary 


64 

37 

33 

84 

73 

120 

fil 

83 

H 

48 

51 

69 

43 

83 

137 

25 

6 


U.8. 

civil- 

ian! 


flo 

114 

06 

03 

237 

70 

120 


Total 
niande. 

Commander  in  Chief,  Pacli 

Total,  overseas. 


Commander  In  Chief,  Europe.. 


Departmental: 

Army 

Navy. 

Air  Force 

OSD  {Including  U.8.  re- 
gional organiiatlons) 


1,770 

82 

48 


10 

7 

3 

30 

28 

12 

4 
IS 

1 

7 

7 

1 

7 

17 

18 
e 
2 


217 

33 


I, WO 


S3 

34 

44 

68 


Total,  departmental-.. 
Grand  total.. 


201 


2,  101 


230 


Local 


403 

144 

238 

134 


Ml 


1, 191 
(3,749) 


69 


6 

8 

344 


437 


437 


Mili- 

tary 


30 


84 

33 

293 


24 

272 


U.B. 

civil- 

ians 


Local ' 


Total 


Mili- 

tary 


47 


384 


81 

1,742 


1,343 

173 

872 


3,036 


3.039 


164 


40 


76 


103 


744 


966 


164 


457 


3,036 

(6.169) 


164 


966 


64 

37 
63 
84 
137 
133 
346 
83 
14 
48 
61 
69 
43 
106 
409 
25 
6 
384 
60 
193 
1,  7T  8 
63 
1,603 
243 
603 


6,806 

83 

48 


6,939 


666 


56 

34 

44 

68 


201 


7,140 


U.8. 

civil- 

ians 


10 

7 

a 

30 

30 

13 

8 
1* 

1 

7 

7 

1 

7 

17 

63 

6 

3 

1 


M 

104 

7 


381 

83 


Local 


40 


7# 


204 


750 

8 

344 


1,423 


414 


406 

144 

338 

134 


Ml 


1,335 


Total 


74 

44 

66 

114 

227 

167 

430 

68 

13 

33 
38 
70 
50 

123 

678 

34 
8 

186 

60 

234 

2,652 

78 

1.046 

247 

393 


1,423 


1,428 


8,776 


460 

178 

282 

222 


1,1(2 


9,918 


I Does  not  Include  locals  hired  through  state  direct  support. 


Statement  by  Francis  O.  Wilcox,  Assistant  Secretary  of  State  for  Inter- 
national Organization  Affairs,  re  U.N.  Expanded  Technical  Assistance 
Prooram  and  the  Special  Fund 

I appreciate  the  opportunity  to  present  the  administration’s  request  for  funds 
for  the  U.S.  contribution  to  the  United  Nations  expanded  program  of  technioal 
assistance  and  the  special  fund  for  calendar  year  1060. 

As  the  committee  is  aware,  the  idea  of  technical  assistance  has  been  an  integral 

gart  of  our  foreign  policy  for  a good  many  year*.  By  making  our  technical  know- 
ow  available  to  underdeveloped  countries  we  are  helping  them  to  help  themselves 
to  stronger  economies  and  bettor  standards  of  living.  This  will  result  In  greater 
prosperity  for  us  all  and  will  strengthen  tho  prospects  for  stability  and  peaoe  in 
the  world. 

The  request  before  you  is  for  appropriation  of  $30  million  from  fiscal  year  1960 
funds  to  cover  the  U.S.  contribution  to  both  programs.  The  two  are  Integrally 
related  to  each  other;  they  are  both  technical  assistance  programs  and  in  a very 
real  sense  the  new  special  fund  has  grown  out  of  the  old  expanded  technical  assist- 
ance program. 
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U.B.  CONTRIBUTION 

It  )b  proposed  that  the  U.S.  delegation  to  the  Pledging  Conference,  which  will 
be  held  during  the  14th  General  Assembly,  be  authorized  to  offer  for  the  two  re- 
lated progrums  for  1960  the  amount  of  $40  million  toward  the  total  goal  of  $100 
million.  This  would  be  done  with  the  condition  that  the  total  U.S.  contribution 
to  the  two  programs  would  not  exceed  40  percent  of  total  contributions  by  all 
governments  to  these  programs.  This  is  in  accordance  with  the  percentage  limita- 
tion included  in  tho  Mutual  Security  Act  of  1958. 

For  calendar  year  1959  the  United  States  pledged  a total  of  $38  million  subject 
to  the  40-pcrcent  limitation.  It  is  estimated  that  total  contributions  from  other 
governments  will  require  a U.S.  contribution  of  nbout  $23  million  for  1959  in  ful- 
fillment of  this  pledge.  Last  year  the  Congress  authorized  and  appropriated  $20 
million  for  our  contribution  to  these  two  programs  with  the  understanding  that 
the  U.S.  delegation  would  pledge  $38  million  with  a 40-percent  limitation.  The 
funds  required  anove  the  $20  million  specifically  appropriated  for  these  programs 
are  being  secured  from  other  mutual  security  funds. 

It  is  assumed  that  other  governments  will  continue  to  increase  their  contribu- 
tions in  the  future  os  they  havo  In  the  past.  For  1900  it  is  estimated  that  the 
U.S.  contribution  to  fulfill  the  pledge  we  propr*e  to  make  will  be  about  $30  million 
and,  therefore,  appropriation  of  this  amount  ii»  requested  for  fiscal  year  1900. 
After  pledges  from  other  governments  are  determined,  any  additional  funds  which 
might  bo  needed  to  meet  the  U.S.  share  of  total  contributions  would  be  secured 
from  tho  mutual  security  contingency  fund. 

It  should  be  pointed  out  that  there  are  two  types  of  cash  contributions  received 
by  the  United  Nations  for  the  expanded  technical  assistance  program: 

(1)  Voluntary  contributions  from  both  developed  and  less-developed  countries 
amounting  to  about  $30  million  annually.  Tho  U.8.  contribution  is  currently 
based  on  these  contributions. 

(2)  Contributions  in  tho  form  of  assessments  paid  by  recipient  countries  toward 
the  local  living  costs  of  experts.  These  assessed  contributions  aro  computed  on 
the  basis  of  the  total  number  of  mnn-dnys  of  assistance  received.  They  amount 
to  approximately  $3  million  annually. 

Voluntary  contributions  and  assessed  contributions  aro  now  treated  in  the  same 
way  by  the  United  Nations.  In  each  case  the  funds  are  collected  by  the  United 
Nations  Controller,  placed  in  the  special  account  for  the  expanded  technical 
assistance  program,  allocated  to  the  participating  organizations,  and  disbursed 
by  them  to  meet  progrnm  expenses.  Expenditures  nre  audited  by  the  external 
auditors. 

In  applying  its  percentage  formula  to  the  expanded  technical  assistance  pro- 
gram, the  United  States  has  thus  far  rnatctied  only  voluntary  contributions  to  the 
special  account.  In  other  words,  wo  have  matched  only  the  first  type  of  contribu- 
tion described  above.  Recipient  governments  have  been  required  to  contribute 
toward  the  local  living  costs  of  experts  since  the  beginning  of  the  program.  How- 
ever, during  tho  past  3 years  these  contributions  have  been  paid  into  tho  central 
account  on  an  assessed  basis.  As  a result,  there  is  now  no  essential  difference 
between  the  two  types  of  funds.  It  is  our  view  that  these  contributions  should  be 
taken  into  account  in  applying  our  matching  formula  to  tho  expanded  technical 
assistance  program  and,  if  tho  Congress  ugrees,  we  plan  to  do  so  beginning  in 
calendar  year  I960,  Wo  do  not  yet  know  what  the  local  cost,  arrangements  will 
bo  for  tho  special  fund.  If  they  aro  cssontinllv  the  same  as  they  aro  for  the 
expanded  program,  it  would  seem  quite  reasonable  to  take  them  into  account  in 
tins  case  also.  For  1959  these  local  coat  assessments  are  estimated  at  approxi- 
mately $3  million  for  tho  expanded  program. 

These  local  cast  assessments  nre  sopnrnt  e and  distinct  from  the  project  expenses 
paid  directly  by  recipient  governments.  These  include  office  spneo,  equipment 
and  supplies,  local  personnel,  transportation,  etc.,  and  aro  estimated  at  about 
$70  million  annually. 

BX I'ANORO  TECHNICAL  ASSISTANCE  PllOORAM 

This  program  was  established  in  1950  largely  through  U.S.  initiative.  Wo  have 
considered  our  participation  in  such  a program  advantageous  and  an  important 
aspect-  of  our  foreign  policy  for  several  reasons. 

1,  Sharing  the  cost  of  technical  assistance  projects  with  other  governments  is 
more  economical  for  the  United  States  than  bearing  tho  total  cost  alone.  Every 
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dollar  we  spend  through  this  program  will  result  in  at  least  twice  &8  much  in  the 
way  of  technical  assistance  os  would  flow  from  the  dollars  we  spend  through 
bilateral  channels. 

2.  Many  countries,  particularly  the  newly  Independent  and  developing  nations, 
prefer  to  request  certain  types  of  assistance  from  an  international  organization  of 
which  they  are  members,  and  which  thev  help  support,  rather  than  /rom  an 
individual  foreign  government.  Most,  of  these  countries  are,  of  course,  receiving 
large  amounts  of  U.S.  bilateral  aid  as  well.  However,  the  cxistenco  of  a multi- 
lateral program  helps  prevent  the  feeling  among  small  nations  that  they  are  totally 
dependent  on  a single  larger  nation  for  their  economic  growth.  The  fact  that  we 
are  willing  to  contribute  generously  to  a multilateral  fund  as  well  as  to  carrv  out 
our  own  bilateral  programs  helps  greatly  to  build  good  will  for  the  United  States, 

3.  The  United  Nations  technical  assistance  program  presently  employs  some 
1,500  experts  from  03  countries.  Many  of  these  experts  can  oner  training  and 
advice  in  fields  in  which  U.S.  experts  are  in  very  short  supply.  In  addition, 
experts  from  one  country  can  often  be  sent  to  adjacent  areas  thus  reducing  the 
cost  of  such  expert  services.  Likewise  training  facilities  can  often  be  provided 
in  arena  clu^o  to  the  recipient  country,  thereby  also  reducing  the  cost  of  assistance, 

4.  The  technical  assistance  program  of  the  United  Nations  is  one  of  the  most 
important  concrete  activities  carried  out  by  United  Nations  organizations.  Our 
role  of  leadership  in  the  United  Nations  and  the  specialized  agencies  has  been 
materially  strengthened  by  our  active  participation  in  ami  support  of  thiB  program. 
The  expanded  program  is  carried  out  by  the  United  Nations  and  its  specialized 
agencies:  Food  and  Agric;  Iturc  Organization,  International  Civil  Aviation 
Organization,  International  Labor  Organization,  International  Telecommunica- 
tion Union.  United  Nations  Educational,  Scientific,  and  Cultural  Organization, 
World  Health  Organization,  and  World  Meteorological  Organization.  This  year 
the  International  Atomic  Energy  Agency  is  also  beginning  to  participate  in  the 
program.  These  agencies  provide  experts,  training  both  at  home  and  abroad, 
and  a limited  amount  of  equipment  to  underdeveloped  countries  at  their  own 
request.  The  primary  emphasis,  of  course,  is  in  the  fields  of  health,  agriculture, 
and  education.  Assistance  is  also  provided  in  industrial  development,  public 
administration,  aviation,  telecommunications,  and  other  specialized  areas, 

arnciAi.  fund 

The  sjwcial  fund  was  established  January  l,  1959,  as  an  enlargement  of  the 
already  existing  technical  assistance  program.  The  new  fund  was  proposed  by 
the  U.S.  delegation  at  the  12th  General  Assembly  in  1957  in  the  face  of  substantial 

Sressure  from  a largo  number  of  countries  for  the  immediate  establishment  of  a 
pocial  United  Nations  Fund  for  Economic  Development  (SUNFKD).  Largely 
because  of  tho  efforts  of  the  U.S.  Delegation,  the  Assembly  resolution  was  passed 
unanimously.  We  suggested  at  tho  time  a goal  of  $100  million  for  tho  combined 
expanded  teohnical  assistance  program  and  special  fund. 

During  1968  an  18-member  Preparatory  Committee  on  which  the  United  States 
was  represented,  made  recommendations  for  the  structure  and  operation  of 
the  Special  Fund.  These  recommendations  were  approved  by  the  Kconomio 
and  Social  Council  and  by  the  13th  session  of  tho  General  Assembly.  The 
Fund  was  established  to  commence  operations  on  January  1,  1959,  with  total 
pledges  of  approximately  $25  million  from  54  countries  available  for  its  first 
year  of  operation.  The  first  group  of  13  projects  for  financing  from  the  Special 
Fund  were  approved  by  the  Governing  Council  of  the  Fund  in  May  of  this  year. 
Seventy-five  requests  totalling  $81  million  havo  been  received.  Tho  initial  group 
of  projects  approved  totaled  $7.5  million. 

I should  emphasize  that  the  Special  Fund  is  not  an  international  capital  develop- 
ment fund,  Its  relatively  small  resources  will  be  devoted  to  technical  projects 
which  provide  concentration  in  depth  oil  surveys,  research  and  training  projects 
of  basic  importance  to  successful  economic  growth.  It  is  expeoted  that  the 
Special  Fund  will  finance  projects  such  as:  Surveys  of  water,  mineral  and  potential 
power  resources;  tho  establishment,  including  stuffing  and  equipping,  of  training 
institutes  in  public  administration;  statistics,  and  technology;  and  of  agricultural 
and  industrial  research  and  productivity  centers.  It  is  expected  that  the  Fund’s 
activities  will  emphasize  relatively  large  projects  including  those  which  are 
regional  in  nature  and  of  interest  to  a number  of  countries. 

Mr.  Paul  Hoffman  of  the  United  States  lias  been  appointed  bv  tho  United 
Nations  Secretary-General  as  Managing  Director  of  the  Fund,  fie  is  assisted 
by  a Consultative  Board  composed  of  the  Secretary-General,  the  Executive 


462 


MUTUAL  SECURITY  APPROPRIATIONS,  1080 


Chairman  of  the  Technical  Assistance  Board,  and  the  President  of  the  Inter- 
nationa] Bank  or  their  alternates,  This  Consultative  Board  will  assure  proper 
coordination  with  the  technical  assistance  activities  of  the  expanded  technical 
assistance  program  and  activities  of  the  International  Bank.  The  program 
proposed  bv  the  Managing  Director  will  be  submitted  for  approval  to  tho  Govern- 
ing Council  which  is  nindo  up  of  representatives  from  18  governments  (including 
the  United  States)  elected  by  the  Economic  and  Social  Council. 

CONCLUSION 

In  conclusion  I would  like  to  say  that  I firmly  believe  that  the  United  Nations 
Technical  Assistance  Program  and  the  new  Special  Fund  are  exceedingly  helpful 
to  our  foreign  policy.  These  activities  accomplish  a great  deal  for  the  expenditure 
involved.  They  have  won  wide  acclaim  within  the  United  Nations  system  and 
the  strong  support  of  many  groups  and  organizations  in  the  United  States.  I 
hope  that  the  committee  will  agreo  that  the  request  we  are  making  is  a reasonable 
one. 


Statement  bt  Francis  O.  Wilcox,  Assistant  Secretary  of  State  for 
International  Organization  Affairs,  Re  tub  United  Nationb  Children’s 
Fund 

This  statement  is  submitted  in  support  of  the  request  for  an  appropriation  of 
$12  million  for  contribution  to  the  calendar  year  1060  program  of  the  United 
Nations  Children’s  Fund  (UNICEF), 

The  United  Nations  General  Assembly  established  UNICEF  in  1948  on  a 
temporary  basis  primarily  to  meet  the  emergency  food  and  clothing  needs  of 
oUilarcn  in  war-devastated  Europe.  In  1950,  the  General  Assembly  directed 
UNICEF  to  change  its  emphasis  to  carrying  out  worldwide  programs  for  improv- 
ing the  health  and  welfare  of  children  and  mothers  particularly  in  economically 
underdeveloped  areas.  In  1953,  the  General  Assembly,  in  recognition  of  the 
importance  of  UNICEF's  work,  established  it  as  a permanent  United  Nations 
activity. 

Contributions  to  UNICEF  are  made  on  a voluntary  basis  and  support  for  the 

firogrum  has  continued  to  increase  evory  year.  In  1964,  there  were  60  contribut- 
ng  governments  whereaB  in  1958  there  were  80.  Government  contributions  in 
1964  were  $13.6  million  and  by  1958  contributions  and  pledges  had  reached  $20.0 
million. 

The  United  States  played  a leading  role  in  the  establishment  of  UNICEF  and 
has  always  been  tho  principal  contributor  to  its  program.  The  Congress  author- 
ized and  appropriated  $11  million  of  fiscal  year  1959  funds  for  contribution  to 
UNICEF’s  calendar  year  1960  program.  We  are  requesting  $12  million  from 
fiscal  year  1900  funds  for  contribution  to  the  calendar  year  1960  program.  This 
request  is  based  upon  a proposed  UNICEF  program  of  $27.9  million  to  which 
the  United  States  would  pledge  $12  million  in  the  hope  that  other  governments 
would  contribute  $13  million,  and  private  sources  $2,9  million. 

The  percentage  of  tho  U.S.  contribution  to  UNICEF  has  been  gradually  de- 
creasing ns  contributions  from  other  governments  have  continued  to  increase. 
In  1062  tho  percentage  of  the  U.  S.  contribution  was  72  percent,  in  1955 
it  was  60  percent,  in  1959  it  is  50  percent,  and  for  1960  a further  reduction  to  48 
percent  is  proposed.  Up  to  the  present,  this  has  been  a healthy  development. 
There  are  some  indications,  however,  that  wo  may  have  reached  a point  whore 
future  contributions  from  other  governments  will  increase  at  a much  Blower  rato 
than  has  been  true  in  recent  years.  If  this  happens,  It  may  be  necessary  to 
temporarily  halt  the  annual  reductions  which  tho  United  States  has  been  making 
in  tne  percentage  of  its  contribution.  We  will  need  to  evaluate  this  matter 
carefully  during  the  coming  year, 

UNICEF  programs  are  supported  not  only  by  cash  contributions  but  also  by 
local  contributions,  whioh  in  1068  amounted  to  $56.5  million.  In  other  words, 
for  each  $1  allocated  by  UNICEF  in  1058.  receiving  countries  committed  an  aver- 
age of  $2.60  to  carry  out  the  programs.  These  local  contributions  include  services 
of  local  personnel,  transportation,  and  locally  available  supplies,  equipment  and 
facilities.  This  largo  soale  local  support  indicates  the  importance  with  which 
assisted  governments  view  UNICEF  programs. 
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UNICEF  works  closely  with  the  World  Health  Organization  (WHO)  and  the 
Food  and  Agriculture  Organization  (FAO).  which  have  a worldwide  interest  la 
matters  of  health  and  nutrition.  Generally  speaking,  UNICEF  provides  the 
supplies  and  equipment  which  are  not  available  locally,  while  WHO  and  FAO 

Iirovidc  the  technical  knowledge  and  advice  requested  by  assisted  governments 
n the  planning  and  execution  of  programs,  Only  after  WHO  ana  FAO  have 
given  technical  approval  to  health  ana  nutrition  programs  are  they  presented  to 
the  UNICEF  executive  board  for  consideration.  The  three  agencies  thus  pro* 
vide  a unified  approach  in  meeting  the  needs  of  children. 

One  additional  point  should  be  emphasized.  UNICEF  does  not  start  and 
carry  out  child  health  and  welfare  programs.  It  encourages  and  assists  govern* 
ments  In  developing  and  expand iiig  their  own  programs  which  they  will  ultimately 
be  able  to  carry  on  without  UNICEF  assistance. 

The  principal  areas  of  UNICEF  activity  are: 

1.  Basic  maternal  and  child  health  and  welfare  services,  including  the  establish- 
ment  of  rural  hoalth  centers  and  clinics  and  the  training  of  nurses  and  midwives. 
The  program  forecast  for  these  services  in  calendar  year  1960  is  $6,732,000. 

2.  Moss  health  campaigns  against  such  crippling  and  killing  diseases  as  malaria, 
yaws,  tuberculosis,  trachoma,  and  leprosy.  The  I960  program  for  these  cam- 
paigns is  foreeast  at  $10,760,000. 

3.  Activities  to  improve  nutrition  iududing  long-range  child  feeding  programs 
and  tlio  increased  production  and  use  of  milk.  The  program  forecast  for  these 
programs  in  I960  is  $5,887,000. 

4.  Emergency  assistance  for  the  victims  of  catastrophes  such  as  earthquakes, 
floods,  droughts,  and  famines,  where  the  welfare  of  the  child  population  iB  seriously 
affected.  It  is  estimated  that  $1  million  may  be  needed  for  emergency  assistance 
in  1959. 

Members  of  this  committee  are,  I believe,  well  aware  of  the  importance  of  this 

a ram,  They  are  well  aware,  too,  of  the  tremendous  amount  ot  good  it  accom- 
es  each  year.  Tho  need  is  obvious  when  one  considers  that,  in  the  underde- 
veloped area,  00  peroent  of  the  children  life  in  countries  where  the  workers  average 
income  is  less  than  $100  per  year.  One  example  will  suffice.  Many  millions  of 
children  in  the  world  suffer  from  trachoma  and  related  eye  diseases.  A great 
many  of  them  will  become  blind  for  lack  of  proper  application  of  an  antibiotic 
ointment  costing  about  20  cents  for  eaoh  case.  Thus  far  some  6 million  people 
have  been  treated  with  this  ointment.  A somewhat  similar  situation  exists  with 
respect  to  tuberculosis,  malaria,  yaws,  and  leprosy.  It  is  impossible  to  caicuiute 
the  toll  of  such  diseases  on  individuals  and  on  tho  economic  vitality  of  nations. 

In  1958  more  than  60  million  children  and  nursing  and  expectant  mothers 
benefited  from  the  principal  disease  control  and  nutrition  programs  aided  by 
UNICEF.  Additional  millions  gained  from  services  now  available  at  maternal 
and  child  welfare  centers  equipped  with  UNICEF  help.  Assistance,  provided 

Krincipally  in  those  areas  where  poverty  and  dise  ase  are  common,  helps  to  raise 
ealth,  welfare,  and  nutritional  standards.  The  significance  of  this  work  from 
economic,  political,  and  humanitarian  considerations  is,  in  my  view,  quite  ap- 
parent I sincerely  feel  that  it  is  very  important  for  the  United  States  to  continue 
our  leadership  and  gonerouB  support  for  this  program. 


Statement  or  William  H.  McCahon,  Chief,  Voluntary  Foheion  Aid  Staff, 
International  Cooperation  Administration 

This  request  for  $2.3  million  is  to  defray  the  ocean  transportation  costs  of  U.S. 
voluntary  agency  gift  shipments  to  needy  persons  abroad.  Of  the  total  amount 
requested,  $1,910,000  is  needed  in  new  money,  plus  authority  as  already  contained 
in  the  Houbg  bill  to  use  $390,000  w'hlch  is  the  unobligated  balance  of  the  funds 
appropriated  for  this  purpose  in  fiscal  year  1959. 

These  gifts,  which  are  distributed  in  the  name  of  tho  American  people,  include 
food,  olothing,  medicines,  hospital  supplies,  school  supplies,  hand  tools,  and  other 
self-help  items.  The  special  features  of  this  program  are  as  follows: 

All  supplies  involved  come  from  private  U.8.  sources  as  voluntary  donations 
either  In  cash  or  in-kind. 

All  costs  including  procurement,  processing,  packaging  for -export,  and  delivery 
of  supplies  to  U.S.  port  are  borne  by  the  voluntary  agencies. 

For  every  appropriated  dollar  siwnt  on  ocean  freight,  roughly  $15  worth  of  these 
privately  donated  supplies  are  delivered  to  needy  persons  overseas. 
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During  the  put  3 years,  the  value  of  these  Supplies  has  averaged  $27  million 
annually. 

Thirty-two  U.S.  voluntary  nonprofit  agencies  arc  participating  in  this  program, 
including  the  relief  arms  of  tho  three  major  faiths,  CARE,  and  the  American  Na- 
tional Red  CroBb.  A full  listing  of  these  cooperating  agencies  appears  in  note  1 
on  page  90  of  tho  nonrogioiml  program  presentation  Book. 

Eligib  le  agencies  are  those  registered  with  the  Advisory  Committee  on  Voluntary 
Foreign  Aid.  This  Committco  was  created  In  May  1946.  It  has  10  members  at 
present,  all  serving  without  compensation,  and  is  chaired  by  Mr,  Charles  P.  Taft. 

As  a condition  of  registration,  tho  voluntary  agencies  keep  the  Committee 
fully  informed  of  their  activities.  An  annual  public  audit  is  filed  by  each  regis- 
trant. These  are  available  for  public  inspection. 

Tho  U.S.  origin  of  the  goods  is  made  known  to  tho  recipients  through  labeling, 
special  posters  and  literature,  ns  well  its  by  personal  contacts  of  the  American 
citizen  field  representatives  maintained  by  tho  voluntary  agencies. 

The  authorities  of  tho  recipient  countries  exempt  the  supplies  from  all  duties, 
tolls  and  taxes.  Inland  transportation  and  related  costs  from  port  of  entry 
abroad  to  ultimate  distribution  center  is  paid  by  the  recipient  countries  or  from 
other  non-U.S.  Government  sources. 

The  40  countries  and  ureas  included  in  this  program,  as  of  December  1958, 
are  listed  in  note  2 on  page  90  of  tho  nonrogioiml  book.  Since  that  time  a number 
of  other  countries  have  been  added,  principally  in  Africa.  The  increase  of 
$200,000  over  last  year  is  needed  to  take  caro  or  this  expansion  in  the  number 
of  countries  to  be  served.  It  19  believed  that  with  tins  modest  increase  tho 
amount  requested  will  bo  adequate  to  finance  all  estimated  shipments  in  the 
coming  year. 

In  summary,  I should  like  to  say  that  wo  continue  to  look  upon  this  people- 
to-peopie  activity  as  a useful  and  important  supplement  to  the  govern  ment-to- 
government  assistance  programs.  It  carries  with  it  the  concern  of  the  American 

Kle  for  the  less  fortunate  peoples  of  the  world,  a concept  which  is  inheront 
e conscience  of  America.  It  is  a good  example  of  iiow  Government  and  our 
privato  citizens  can  join  hands  to  accomplish  mutually  desired  ends. 


Statement  Submitted  by  tub  U.S.  Atomic  Eneroy  Commission 

1.  This  statement  is  submitted  by  the  Atomic  Energy  Commission  in  support 
of  a request  for  funds  which  will  permit  tho  continued  implementation  of  an 
important  segment  of  tile  atoms-for-peace  program. 

2.  As  tho  committed  knows,  this  program  provides  tho  mechanism  by  which 
tho  United  Status  shares  with  other  nations  its  knowledge,  talents,  and  resources 
in  advancing  tho  peaceful  uses  of  atomio  energy.  From  its  inception,  it  has  been 
characteristic  of  tho  program  that  tho  value  received  by  tho  United  Status,  in 
terms  of  good  will,  international  leadership,  and  free  world  cohesion,  far  exceeds 
the  comparatively  modest  cost. 

3.  Tho  original  request  was  for  $5,500,000.  Tho  House  of  Representatives 
reduced  this  amount  to  $1,500,000,  plus  the  amount  of  unobligated  fiscal  year 
1959  funds  available  on  Juno  30.  This  resulted  in  a total  appropriation  of 
$3,551,270.  Since  this  action  by  tho  Houso,  tho  estimates  and  needs  have  been 
further  analyzed,  and  tho  conclusion  readied  that  a total  of  $4,800,000  will  bo 
required  in  fiscal  year  1960,  Accordingly,  the  restoration  of  $1,247,730  cut  from 
the  original  request  is  respectfully  sought,  Tho  funds  requested  will  bo  available 
for  the  following  activities: 

RESEARCH  REACTOR  GRANTS,  $1,400,000 

4.  Research  reactors  aro  the  tools  that  make  possible  mean ingful  research 
programs  In  nuclear  physics,  radiation  chemistry,  reactor  engineering,  and  in  the 
biological  and  medical  sciences.  Such  research  activity  advunccs  both  the  total 
scientific  effort  of  ft  country  and  the  widespread  development  of  tho  peaceful 
uses  of  the  atom.  In  both  respects,  tho  United  States  stands  to  gain. 

5.  Since  1955  the  United  States  has  contributed  to  tho  cost  of  research  reactor 
projects  abroad.  The  amount  of  such  a contribution  is  one-half  the  cost  of  the 
project  or  $350,000,  whichever  is  less.  In  no  case  to  date  hns  $350,000  equaled 
one-half  the  cost  of  an  approved  project.  In  fact,  the  average  cost  of  the  individ- 
ual projects  to  which  the  United  States  has  contributed  exceeds  $2,600,000. 
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6.  Last  year  10  reactor  grants  were  anticipated;  only  3 were  obligated.  The 
failure  of  seven  estimated  grants  to  materialize  was  duo'tn  ono  or  more  of  tho  fol- 
lowing reasons:  Lack  of  Huflieient  information  upon  which  to  base  a technical 
evaluation  of  the  project;  failure  to  submit  a formal  proposal  after  contracting  for 
a reactor  with  a IJ.B.  manufacturer;  change  of  plans  with  resect  to  the  type  of 
reactor  to  he  acquired;  failure  to  complete  contract  negotiations;  local  administra- 
tive difficulties;  and  political  unrest  within  the  country  involved. 

7.  The  rennulysis  of  the  program's  needs  for  fisenl  year  11)00  has  led  to  the  con- 
clusion that,  there  is  full  justification  for  an  amount  aufliclent  to  cover  four  research 
reactors  for  which  countries  have  either  signed  or  arc  in  the  final  stages  of  negotiat- 
ing a contract  with  a U.K.  firm.  These  countries  are  Iran,  Turkey,  Pakistan,  and 
Argentina,  A fifth  possibility  is  Peru,  which  is  now  soliciting  bids  in  the  United 
States  for  a swimming-pool  type  research  reactor.  However,  in  the  light  of  past 
experience,  the  request  inis  been  limited  to  the  four  projects  previously  named. 

RESEARCH  and  THAININO  EQUIPMENT,  11,600,000 

8.  In  addition  to  the  research  reactor  program,  grants  are  made  available  for 
the  acquisition  of  such  useful  equipment  as  general  radioisotope,  nuclear  engineer- 
ing ana  medical  truining  and  research  laboratories,  and  cobalt  fiO  teletherauv  and 
irradiation  units. 

9.  During  fiscal  year  1959,  IS  such  specialized  grants  were  approved  at  a total 
coBfc  oj  $1,303,781.  The  recipient  countries  were  Argentina  (2  grants),  Brazil, 
Chile,  China,  Colombia,  LI  Salvador,  (.iuatemulu,  Ireland  <3  grants),  Lebanon, 
New  Zealand,  Peru,  and  Spain. 

10.  The  amount  spent  lust  yenr  was  more  than  four  times  that  required  in  fiscal 
year  1958,  the  first  yenr  equipment  grants  were  made  available.  This  is  indicative 
of  the  program’s  increasing  utility.  The  $1,509,000  now  requested  will  penult 
favorable  action  on  the  increased  number  of  applications  for  grants  anticipated  in 
fiscal  year  1950.  Klcvon  auch  requests  totaling  $989,000  have  already  been 
received, 

11.  There  are  a number  of  reasons  why  this  program  is  desirable.  It  is  flexible 
and  cun  be  tailored  to  individual  country  needs.  It  }>crmitB  a cooperating  country 
to  initiate  a civil  atomic  energy  program  in  advance  of  a reactor  program,  which 
requires  an  advanced  degree  of  scientific  and  technical  skills.  It  provides  a basis 
for  continued  technical  collaboration  between  the  United  States  and  the  recipient 
countries.  Helping  the  nations  of  the  free  world  improve  their  welfare  and  the 
health  and  well-being  of  their  nationals  in  itself  is  gratifying.  But  beyond  this, 
the  United  States  benefits  through  exchanges  of  information  incident  to  the  use  of 
research  equipment  in  many  unique  areas  of  investigation.  Thus,  information 
developed  abroad  through  tho  use  of  equipment  purchased  under  a grant  may 
well  reduce  research  requirements  in  this  country. 

HURVEV  AND  DEVELOPMENT  OF  PEACEFUL  USES,  >400,000 

12.  Cooperating  countries  and  international  atomic  energy  organizations  con- 
stantly seek  technical  advisory  services  from  tho  United  States.  This  tlovern- 
mont  is  frequently  asked  to  advise  other  governments  concerning  tho  develoti- 
Hicnt  of  national  programs  compatible  with  the  scientific,  economic,  and  tech- 
nological capabilities  existing  in  liio  other  countries.  The  United  Slates  is 
also  culled  upon  to  make  technical  experts  available  to  advise  with  respect  to 
the  construction  and  operation  of  foreign  reactor  projects.  Country  needs  may 
bo  confirmed  by  surveys  of  tho  International  Atomic  linergy  Agency  which  may, 
therefore,  play  a role  in  channeling  grants  to  qualified  recipients.  Approxi- 
mately $250,000  la  needed  in  order  to  continue  these  services. 

13.  Support  of  symposia  and  conferences  as  mechanisms  for  exchanging  infor- 
mation and  building  up  general  technical  competence  will  be  continued.  Money 
obligated  for  this  activity  in  fiscal  yenr  1959  made  possible  tho  successful  Second 
Intcr-Amorican  Symposium  held  in  Buenos  Aires  In  June  to  consider  the  applica- 
tion of  nuclear  energy  to  tho  life  sciences.  It  Is  also  being  used  in  sponsoring  tho 
forthcoming  Latin-Amuricnn  Symposium  on  tho  legal,  regulatory,  and  adminis- 
trative aspects  of  health  and  safety  in  national  programs  scheduler!  to  bo  held  in 
Puorto  ltico  in  November. 

14.  It  is  estimated  that  continued  support  of  this  activity  in  fiscal  vonr  I960 
will  rcuuirc  $100,000, 

15.  A further  segment  of  this  phase  of  the  overall  program  relates  to  providing 
cooperating  countries  with  Belcotod  training  films  when  such  films  arc  able  to 
contribute  to  national  training  programs.  In  general,  tho  films  to  be  provided 
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will  be  drawn  from  the  package  of  46  professional-level  training  films  prepared? 
for  and  shown  at  tho  1958  Geneva  Conference.  These  films,  which  were  welt 
received  at  Geneva,  emphasise  American  nuclear  technology. 

CONTRIBUTION  TO  THE  INTERNATIONAL  ATOMIC  ENERGY  AGENCY,  *750,000 

16.  The  International  Atomic  Energy  Agency's  operational  and  technical 
assistance  activities  are  funded  from  voluntary  contributions  of  member  states 
to  a special  operational  fund,  apart  and  distinct  from  tho  administrative  fund 
created  by  statutory  assessments.  The  operational  fund  for  the  current  calendar 
year  is  $1 .5  million.  It  is  expected  to  remain  ncur  this  level  in  I960. 

17.  Continued  U.8.  support  of  the  Agency  is  required  if  that  organization  is  to 
survive  and  progress  toward  its  high  objectives,  $750,000  is  requested  as  a 
manifestation  of  thut  support.  Tills  is  expected  to  bo  about  one-hulf  tho  total 
operational  fund  and  is  consistent  with  the  fiscal  year  1959  contribution  of  $500,000 
and  an  offer  to  match  other  contributions  up  to  $250,000. 

SCHOLARSHIP  PROGRAM,  *750,000 

18.  $750,000  is  budgeted  under  this  activity  in  order  to  provide  for  training 
in  tho  United  States  of  about  100  students  sponsored  by  the  International  Agency. 
Support  of  this  important  Agency  activity  will  be  a further  step  in  strengthening 
the  usefulness  and  prestige  of  that  organization. 

Representatives  of  tho  Atomic  Energy  Commission,  will  bo  happy  to  respond 
to  any  questions  any  members  of  tho  committee  may  have  concerning  research 
reactor  grants,  equipment  grants,  and  survey  and  development  assistance. 
Representatives  of  the  Department  of  State  are  prepared  to  answer  any  questions 
tho  members  may  have  relating  to  the  International  Agency  scholarship  program 
and  other  assistance  to  tho  Agency. 


Statement  op  William  J.  Crockett,  Deputy  Assistant  Secretary  for 
Budget  and  Finance,  Department  of  State 

Mr.  Chairman,  tho  proposed  fiscal  year  1960  appropriation  requested  under 
section  411(c)  of  tho  Mutual  Security  Act  is  $8,395,000.  Section  411(c)  deals 
with  those  exponses  of  tho  Dopartment  of  State  related  to  the  mutual  socurity 
program. 

Tho  $8,305,000  requested  includes  $1,045,000  for  tho  Mutual  Defonso  Assistance 
Control  Act  formerly  requested  under  section  410  of  tho  act,  and  $100,000  for 
costs  of  tho  International  Development  Advisory  Board  formerly  included  under 
section  411(b)  of  the  act  and  financed  from  funds  made  available  to  the  Inter- 
national Cooperation  Administration, 

Th©  Department  of  State  request  is  included  on  pages  101  through  106  of  tho 
presentation  book  on  nonrogional  programs  which  has  already  been  submitted. 

Tho  House,  in  considering  the  Department’s  request,  allowed  a total  of 
$7,900,000,  a reduction  of  $495,000.  Specifically  actiiod  was  a request  for 
$100,000  for  tho  International  Development  Advisory  Board.  The  Department 
earnestly  appeals  for  restoration  of  the  on  tire  amount  of  $496,000  disallowed  by 
the  House.  Tho  Department's  request,  If  approved,  would  provide  the  necessary 
staffing  and  funds  requfred  to  carry  out  its  responsibilities  and  functions  as  they 
relato  to  the  mutual  security  program.  The  proposal  Is  designod  to  improve  tho 
coordination  function  in  an  attempt  to  overcome  some  of  tho  criti  Brims  of  the  past. 

In  support  of  and  as  background  to  the  proposed  appropriation  under  section 
411(c)  for  fiscal  year  1900,  it  is  appropriate  to  include  here  a r6sum4  of  various 
shifts  in  functions  whioh  have  been  mado  between  the  International  Cooperation 
Administration  and  the  Department  of  State  proper  whicli  affect  the  appropriation 
under  section  411(c). 

When  existing  authorization  under  section  411(c)  was  enacted  in  1956,  there 
were  only  two  activities  falling  within  tho  Department  of  State's  jurisdiction  at 
that  time  which  were  fundea  under  the  provisions  of  section  411(c).  These 
were:  (1)  Providing  program  policy  review  of  the  mutual  security  program,  and 
(2)  supporting  the  U.S.  Mission  to  NATO  and  European  Regional  Organizations 
(USRO)  in  Paris. 

The  Secretary  of  State,  under  authority  and  provisions  of  executive  orders, 
transferred  the  responsibilities  of  certain  other  mut  ual  security  program  functions 
from  time  to  time  from  the  Director  of  the  International  Cooperation  Administra- 
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tlon  to  the  Department  of  State  to  improve  the  overall  coordination  and  adminis- 
tration  of  the  mutual  security  program. 

In  March  of  1050,  the  escapee  program  and  other  related  responsibilities  were 
transferred  to  tho  Department  of  State. 

During  fiscal  year  1058,  the  Secretary  of  Stato  transferred  the  responsibilitiea 
for  overall  coordination  of  the  mutual  security  program,  U.8.  participation  in 
Organisation  for  European  Economic  Cooperation  activities,  and  public  informa- 
tion relating  to  the  mutual  security  program. 

Effective  January  20,  1058,  responsibilities  for  carrying  out  the  objectives  of 
tho  Mutual  Defense  Assistance  Control  Act  were  shifted  from  the  Director  of  the 
Internet  tonal  Cooperation  Administration  to  tho  Under  Secretary  of  State  for 
Economic  Affairs.  In  addition,  tho  Under  Secretary  of  State  was  made  the 
primary  point  of  contact  for  the  International  Development  Advisory  Board  and 
this  aciivity  became  the  responsibility  of  the  Department  of  Stato. 

On  a comparative  basis  tho  cost  of  all  section  411(c)  activities  amounted  to 
$8,154,000  in  fiscal  year  1950  ns  reflected  in  the  presentation  hook  on  nonregional 
programs.  This  amount  for  fiscal  year  1050  included  80,692,500  appropriated 
under  section  411(c);  a comparative  transfer  from  ICA's  section  411(b)  funds  of 
$45,000  for  expenses  related  to  tho  International  Development  Advisory  Board; 
the  comparative  trnnsfer  from  section  410  funds  of  $1,045,000  for  expenses  of  tho 
Mutual  Defense  Assistance  Control  Act;  and  tho  transfer  of  $371,500  from  the 
“President's  Fund  for  Asian  Economic  Development,  Executive,  1059,"  by 
Presidential  determination  to  cover  the  increased  pay  costs  provided  by  Public 
Law  8.5-402.  The  fiscal  year  1959  appropriation  as  adjusted  provided  for  tho 
salaries  and  related  expenses  of  892  positions.  These  included  323  In  the  Depart- 
ment and  293  American  and  270  local  positions  at  various  Foreign  Service  posts 
overseas, 

In  fiscal  year  1960  tho  cost  of  these  activities  including  Control  Act  expenses 
and  the  International  Development  Advisory  Board  is  estimated  at  $8,305,000. 

In  summary,  the  Department  is  requesting,  under  section  411(c)  of  the  Mutual 
Berurity  Act,  a total  appropriation  of  $8,396,000  to  cover  administrative  expenses 
of  the  Department  for  functions  relating  to  the  mutual  security  program.  The 
request  reflects  a net  increase  of  $241,000  over  fiscal  year  1969, 

There  is  a $274,000  increase  in  the  item  for  program  coordination,  policy  review, 
information,  and  tho  International  Development  Advisory  Bonrd. 

There  is  an  offsetting  decreaso  of  $33,000  in  the  administration  of  the  refugee 
and  migration  program. 

There  is  no  change  in  funding  requirements  for  the  U.S.  mission  to  NATO, 
European  regional  organizations,  and  the  Organization  for  European  Economic 
Cooperation, 

There  is  no  change  in  funding  requirements  for  the  Mutual  Defense  Assist- 
ance Control  Act, 

In  the  overall  program  there  is  a net  reduction  of  !I  positions  in  fiscal  year 
I960,  reflecting  a decrease  of  1 American  position  and  16  local  positions  overseas 
against  an  increase  of  6 departmental  positions. 

Ti  e request  for  I960  provides  329  departmental  positions  and  652  positions 
overseas  (292  Americans  and  260  locals)  tor  a total  or  881  positions  In  fiscal  year 
1960,  compared  with  323  departmental  positions  and  669  positions  overseas  (293 
Americans  and  276  locals). 

Tho  increase  of  $274,000  for  program  coordination,  policy  review,  information, 
and  the  International  Development  Advisory  Board  includes  $241,445  for  de- 
partmental expenses  and  $32,555  for  the  Foreign  Servico  for  the  following  purposes: 

1.  An  increase  of  $170,885  to  provide  nine  additional  positions  for  the  Office 
of  tho  Under  Secretary  of  State  nnd  to  place  all  positions  on  a full-year  basis 
during  fiscnl  year  1960. 

Of  the  nino  additional  positions  requested,  seven  positions  are  requested  to 
round  out  a minimum  stair  necessary  to  provide  the  kind  of  policy  coordination 
considered  necessary  for  the  mutual  security  programs. 

The  other  two  additional  positions  (research  economist  and  secretary)  are  re- 
quired for  the  International  Development  Advisory  Board  Secretariat  to  furnish 
proper  staff  work  to  the  members  of  IDAB.  As  it  has  now’  been  reconstituted, 
the  IDAB  hns  a considerably  more  complex  scope  of  authority  and  action  and 
will  now  work  with  tho  Under  Secretary  of  Stale,  the  Director  of  the  International 
Cooperation  Administration,  and  the  Manager  of  the  Development  Loan  Fund 
in  the  coordination  of  the  International  Development  Advisory  Board  activities. 
The  Chairman  and  the  other  12  members  of  the  Bonrd,  widely  representative  of 
the  major  segments  of  tho  American  oconomy  and  society,  have  been  appointed. 
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The  Board  la  now  directly  responsible  to  the  Under  Secretary  of  State,  who  acts 
as  coordinator  of  the  mutual  seourity  program.  It  Is  presently  working  on  several 
subjects,  including  evaluation  of  technical  cooperation  and  of  U.S.  activities  in 
the  field  of  international  health  conducted  under  the  mutual  security  program 
and  a study  of  the  problems  and  potentials  of  foreign  ourrenoy  acquired  in  carry- 
ing out  U.S,  economic  programs  abroad. 

2.  An  increase  of  $30,964  mode  up  of  the  following  requirements:  (a)  Extra  day 
($9,807);  (6)  allowances  and  hardship  poet  differentials  ($10,583);  (c)  w.a.e.  (13 
members  of  the  International  Development  Advisory  Board)  ($15,600);  and  (d) 
overtime  and  holiday  pay,  a decrease  of  $4,926. 

3.  An  increase  of  $55,000  Is  requested  to  cover  necessary  travel  costs  of  the 
Under  Secretary  of  State,  and  the  Special  Assistant  for  Mutual  Security  Affaire 
and  their  staffs  to  acquire  firsthand  information  on  conditions,  problems,  and 
current  developments  in  various  parts  of  tho  world  which  relate  to  the  mutual 
security  program  ($40,000);  and  the  13  International  Development  Advisory 
Board  members  in  attending  additional  meetings,  and  for  members  of  subcommit- 
tees (6  subcommittees  consisting  of  10  members  each)  ($15,000). 

4.  An  Increase  of  $8,161  for  all  other  objects  of  expenses  is  requested  for  fiscal 
year  I960,  including  an  additional  requirement  for  civil  service  contributions  and 
other  nonBalary  coets,  such  as  supplies  and  equipment  related  to  the  additional 
positions  requested. 

Tho  decrease  of  $33,000  In  the  item  for  the  refugee  and  migration  program 
results  from  a determination  that  this  amount  can  be  saved  in  salaries  ana  related 
expenses  through  a reduction  of  3 domestic  positions  and  1 American  And  16  local 
positions  overseas. 

The  House  has  allowed  a total  of  $7,900,000  for  fiscal  year  1960.  This  amount 
is  a reduction  of  $495,000  below  tho  Department  request  of  $8,395,000.  Tho 
reduction  of  $405,000  not  only  eliminates  the  entire  amount  of  the  increase  re- 
quested by  the  Department,  out  reflects  a reduction  of  $264,000  below  the  ad- 
justed appropriation  for  fiscal  year  1659,  In  addition  to  completely  eliminating 
funds  for  tho  International  Development  Advisory  Board,  the  reduction  by  the 
House  would  seriously  impair  the  various  functions  and  activities  of  the  Depart- 
ment related  to  the  mutual  security  program.  It  is  estimated  at  this  time  that  the 
House  reduction  would  make  necessary  tho  reduction  of  a total  of  54  positions 
from  the  total  included  in  the  Department's  request.  This  reduction  would  in- 
clude 29  departmental  positions  and  8 American  and  17  local  positions  overseas. 

Attachments  I and  II  show  tho  adjusted  appropriation  for  fiscal  year  1959, 
increases  requested  by  the  Department  for  fiscal  year  I960,  tho  total  request  by 
the  Department,  the  effect  of  the  $495,000  reduction  by  tho  House,  and  the  De- 
partment's proposed  application  of  tho  House  allowance  of  $7,900,000. 

The  Department  feels  that  its  request  of  $8,395,000  properly  reflects  funding 
requirements  for  fiscal  yenr  1960.  We  believe,  and  we  hope  the  committee  agrees, 
that  there  is  ample  justification  for  the  restoration  of  tho  $495,000  disallowed  by 
the  House. 
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Attachment  I 

Mutual  Security  Program— Department  of  State 
Administrative  expentet,  State,  tec,  41  He) 

Fiscal  year  1959: 

Appropriation  (Public  Law  85-863) $6,  692,  600 

Increased  pay  costs  (Public  Law  85-462) .. — 371,  600 

Coat  of  functions  transferred: 

International  Development  Advisory  Board  (from  sec. 

411(b)) - 45,000 

Mutual  Defense  Assistance  Control  Act  (from  sec.  410) — 1,  045,  000 


Adjusted  appropriation,  fiscal  year  1959 — 8,  154,  000 


1.  Program  coordination,  policy  review,  information  and  IDAB: 

(а)  7 additional  positions  for  special  assistant  for  MSP 

coordination . . . 60,  270 

(б)  2 additional  positions  for  IDAB  secretariat. . . 10,380 

(c)  Annualization  costs  (to  place  all  positions  on  full- 

year  basis  during  fiscal  year  I960).  94,  235 

(d)  W.a.e.  salary  costs  of  IDAB  members - 15,  500 

(e)  Other  personal  services  costs  such  as  extra  day  pay, 

allowances  and  hardship  post  differentials — 16, 464 

(/)  Additional  necessary  travel  costs  of  the  Under  Secre- 
tary of  State  and  the  special  assistant  for  MSP 

coordination  and  their  staffs . 40,  000 

(p)  Additional  travel  costs  of  members  of  IDAB  and  for 

members  of  subcommittees - 15,000 

(6)  Increase  in  other  items  of  expense,  including  an 
additional  requirement  for  civil  service  contribu- 
tions and  nonsalary  costs  such  as  supplies  and 

equipment.. 8,  151 

2.  Refugeo  and  migration  program: 

(«)  A reduction  of  3 domestic  positions  and  1 American 

and  16  local  positions  overseas —33,000 


Not  increase  requested 241,  000 


Total  appropriation  request,  fiscal  year  I960...  8,  395,  000 


Effect  of  House  cut: 

1.  Program  coordination,  policy  review  and  information: 

Reduction  of  20  domestic  positions  and  3 American  and  2 

local  positions  overseas — salaries  and  related  cost —278, 100 

2.  IDAB:  Reduction  of  6 positions — salaries  and  related 

expenses —100,000 

3.  USRO:  A reduction  of  3 American  and  10  local  positions 

overseas — salaries  and  related  expenses —63,  000 

4.  OEEC:  Reduction  of  1 American  position  overseas — salary 

and  related  expenses — 12,  000 

6.  Refugee  and  migration  program:  A further  reduction  of  1 
American  and  5 local  positions  overseas — salaries  and 

related  expenses. —21,  000 

6,  Control  Act:  A reduction  of  3 domestic  position  -salaries 

and  related  expenses — . — 20,  000 


Total  House  cut. —496,  000 

1 l ■ 

Total  amount  approved  by  House.. 7,  BOO,  000 


1 
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Attachment  II 


Mxttual  security  program— Department  of  State,  administrative  expenses,  State,  sec.  411(c) 


Adjusted  ap 
fiscal  yi 

propriatkon. 
nr  ISM 

Increase  and  decrease 
requested,  fisca]  year  I960 



Total  request,  fiscal  year 
1960 

Distribution  ot  House  cut 

Application  of  amount  H 
approved  by  the  Home,  5 

fiscal  year  i960  fc< 

Positions 

Amount 

Positions 

Amount 

Positions 

Amount 

Positions 

Anoottt 

Position* 

m 

Amount  H 

Program  coordination. . . 

Program  policy  review 

Public  information 

IDAB 

USftO..  . 

12 

285 

18 

4 

173 

39 

292 

113 

$123,100 
3,004.  too 
202.900 
45.000 
1.831.900 
528.000 

1.374.000 

1.045.000 

+7 

+2 

+1225.900 

-6,900 

+55,000 

12 

292 

18 

6 

173 

35 

232 

113 

$123,100 
A 230, 000 

196.000 

100.000 
1,831.900 

528.000 

1.341.000 

1.045.000 

‘"-$278.'  i66' 

-100.000 

12 

267 

18 

$123,100  $jj 

2,961.900  3 

196.000  ^ 

OEEC 

Refugee  and  migTatkm 

Control  Act.  . 

-33,000 

-63.900 

-12.000 

-21.000 

-20.000 

160 

34 

226 

110 

1.766.000  > 

816.000  M 

1.320.000 

Total 

Distribution  of  positions: 
Domestic.. 

892 

8,154.000 

+241.000 

881 

8.395,000 

-54 

-495,000 

827 

: — o 

7, 900, 000  13 

323 

293 

276 

892 

B 

329 

292 

260 

—29 

-8 

-17 

■ 

— 50 

? 

Americans 

Locals 

3 

Total 

CO 



827 

»-» 

O 

Ot 

© 
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Administrative  expenses,  State,  sec.  -{//(c) — Comparative  summary  by  function, 

fiscal  year  1960 


Function 

Actual, 

1958 

Eslimato, 

1959 

Estimate, 

I960 

Increase  or 
decrease 

1.  Program  coordination,  policy  review.  Infor- 
mation, and  IlMIi: 

Program  coordination 

Program  policy  review 

OKKC  (domestic  only) 

Public  information — 

International  Development  Advisory 
Board 

196,230 
2. 902,309 
56  956 
164,727 

29, 870 

1123, 100 
3,004,100 
68.000 
202,900 

46,000 

$123,100 

3,230,000 

68,000 

196.000 

100.000 

+$225,900 

-8,900 

+65.000 

Subtotal 

3,250,152 

3.443,100 

3, 717,100 

+274.000 

2.  V.B.  Representation— NATO  and  European 
Regional  Organisation  and  participation 
In  OF. EC: 

Representation  of  United  States— 
NATO  and  European  Regional  Or- 
ganizations < US  HO)  

United  States  participation  In  Organi- 
zation for  European  Economic  Coop- 
eration (OEKC)„. 

Subtotal  

1.781,785 

436. 723 

1,831,000 

460,000 

1,831,900 

460,000 

2, 218, 508 
1,355,285 

2,291,900 

1,374.000 

2,291,600 

1,341,000 

8.  Refuges  and  migration  program  operations.. 

4.  Mutuat  Defense  Assistance  Control  Act; 

Department  of  Stato 

International  Cooperation  Administra- 
tion   - 

Dejwrtment  of  Commerce . 

Subtotal 

834,501 

57, 014 
142, 175 

825,000 

61.300 

168,700 

823,500 

61.500 

160,000 

-1,500 

+200 

+1,300 

1,033, 693 

1,045,000 

1,046,000 

Total 

7,857,038 

8,154,000 

MwTooo" 

■9 

GENERAL  NARRATIVE  STATEMENT 

Appropriation  of  $8,305,000  ia  requestor!  for  fiscal  year  1060  for  administrative 
expenses  of  the  Department  of  State  under  the  authorization  of  section  411(c) 
of  tho  Mutual  Security  Act  of  1954,  as  amended. 

Funds  appropriated  to  the  Department  of  State  under  section  411  (c)  have  been 
used  essentially  for  expenses  of  tho  Department  in  providing  coordination  and 
program  policy  review  of  the  mutual  security  program  in  Washington  and  abroad, 
for  public  information  on  the  program,  and  for  support,  of  the  U.S.  Mission  to 
NATO  and  European  Regional  Organization  (USItO)  in  Paris.  During  fiscal  year 
1968  responsibility  of  certain  MSP  functions  relating  to  program  coordination, 
European  regional  economic  work,  and  public  information  was  transferred  from 
the  International  Cooperation  Administration  (ICA)  to  the  Department  of  State. 
Two  years  earlier  in  March  195tl,  the  escapee  program  had  been  transferred  from 
ICA.  Funds  for  those  transferred  functions  were  requested  under  this  appropria- 
tion for  fiscal  year  1959. 

The  amount  of  36,692,500  appropriated  to  State  for  these  functions  for  fiscal 
year  1959  has  been  Increased  by  $371,600  to  $7,064,000  to  cover  the  increased  pay 
costs  provided  by  Public  Law  85-402.  The  additional  costs  were  met  by  transfer 
from  “President's  Fund  for  Aaiun  Economic  Development,  Executive,  1959— 
1191077, " in  accordance  with  Presidential  determination. 

Tho  Secretary  of  State,  effective  January  26,  1958,  shifted  the  responsibility  for 
administering  the  Mutual  Defense  Assistance  Control  Act  from  the  Director  of 
ICA  to  the  Under  Secretary  of  State  for  Economic  Affnirs.  Funds  for  expenses 
of  administering  these  responsibilities,  however,  were  requested  and  appropriated 
for  fiscal  year  i960  under  section  410  of  the  Mutual  Security  Act.  The  Secretary 
of  Stato  has  also  transferred  the  responsibility  for  the  functions  and  activities  of 
the  International  Development  Advisory  Hoard  from  the  Director  of  ICA  to  the 
Under  Secrotary  of  State  for  Koonomic  Affairs.  Funds  for  this  function  were 
Included  in  the  appropriation  under  section  411(b)  for  fiscal  year  1959  and  have 
been  transferred  to  State.  The  transfer  of  funds  for  these  two  functions  further 
Increases  the  total  amount  available  in  section  411(c)  for  fiscal  year  1959  to 
$8454,000. 

The  total  request  under  this  appropriation  for  fiscal  year  I960,  including  funds 
for  Control  Act  expenses  and  the  International  Advisory  Hoard,  is  $8,395,000. 

BEST  AVAILABLE  COPY 
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This  amount  represents  an  increase  of  $241,000  over  the  total  amount  available 
In  fiscal  year  1959, 

The  various  functions  included  in  tbia  appropriation  request  are  described  below. 
/.  Mutual  security  program  coordination,  policy  review,  information,  and  IDAB 
The  Department  of  State  is  tho  agency  responsible,  under  the  President,  for  the 
development  and  control  of  foreign  policy  and  all  relations  with  foreign  govern- 
ments, and  is  responsible  for  providing  foreign  policy  guidance  to  all  agencies  of 
the  Government.  In  connection  with  the  mutual  security  program,  these  respon- 
sibilities include  coordination,  program  policy  review,  and  public  information. 
Tho  Department  also  has  the  responsibilities  for  tho  functions  and  activities  of 
the  International  Development  Advisory  Board. 

Program  coordination. — Responsibility  for  coordination  of  the  mutual  security 

firogram,  preparation  and  presentation  of  the  program  to  tho  Congress  was 
ransferred  in  fiscal  year  1968  from  tho  Director  of  1C  A to  the  Under  Secretary 
of  State  for  Economic  Affairs  for  the  purposes  of  (improving  coordination  of  the 
mutual  security  program  by  closer  aline  meat  with  policy  direction  of  the  Depart- 
ment of  State  and  removing  such  coordination  from  direct  connection  with  the 
economic  operating  arm  of  the  program,  (2)  providing  broader  coordination  with 
other  related  foreign  economic  policies  and  programs,  (8)  providing  prompt  reso- 
lution of  issues,  and  (4)  permitting  tho  Director  of  ICA  to  devote  full  time  to 
operation  of  the  ICA  program. 

In  the  exercise  of  these  now  functions,  tho  Under  Secretary  (1)  develops  broad 
policies  for  the  conduct  of  the  mutual  security  program,  (2)  issues  guidance  for 
preparation  of  annual  programs  by  the  Departments  of  State,  Defense,  and  ICA, 
(3)  reviews  and  insures  internal  coordination  of  programs  submitted  by  theso 
agencies,  (4)  determines  program  priorities,  (5)  insures  orderly  and  effective 
implementation  of  programs  throughout  the  year,  (6)  initiates  preparation  of 
materials  needed  for  the  congressional  presentation,  and  (7)  provides  leadership 
and  guidance  in  the  identification  and  resolution  of  any  problems  identified  by  the 
Departments  of  State,  Defenso,  and  ICA. 

To  assist  the  Under  Secretary  of  State  in  performing  these  functions,  12  positions 
were  transferred  from  ICA  to  tho  Department  of  State.  Of  these,  2 positions 
were  assigned  to  the  Under  Secretary's  immediate  office  and  10  were  consolidated 
under  tho  Special  Assistant  for  Mutual  Security  Coordination  with  the  unit 
which  previously  existed  in  the  Department  for  the  purpose  of  (I)  coordinating 
views  of  the  various  areas  of  the  Department  on  the  mutual  security  program 
and  (2)  insuring  that  operations  of  ICA  were  in  accord  with  foreign  policy 
objectives.  This  combined  un,t  operates  under  tho  direct  supervision  of  the 
Under  Secretary. 

Propram  policy  renew.— Consistent  with  its  responsibilities  for  foreign  affairs, 
tho  Department  of  State  is  responsible  for  negotiation  and  execution  of  all  Inter- 
national agreements  relating  to  the  mutual  security  program.  The  Department 
of  State  is  specifically  responsible  for  formulation  and  implementation  of  the 
policy  of  the  United  States  in  its  participation  in  the  United  Nations  expanded 
program  of  technical  assistance,  the  technical  cooperation  program  of  the 
Organization  of  American  States  and  programs  of  the  Intergovernmental  Com- 
mittee for  European  Migration,  tho  United  Nations  High  Commissioner  for 
Refugees,  United  Nations  Children's  Fund,  the  United  Nations  Iteliof  and  Works 
Agency  for  Palestine  Refugees  in  the  Near  East.  The  Department  is  also  re- 
sponsible for  providing  U.S.  representation  in  these  organizations  and  for  making 
the  U.S.  contributions  thereto,  as  well  as  the  policy  direction  and  operation  of  the 
U.S.  escapee  program. 

In  the  field,  the  chief  of  diplomatic  mission  provides  foreign  policy  direction 
to  all  representatives  of  U.S.  agencies  in  each  country  and,  in  addition,  has 
supervisory  authority  over  all  mutual  security  programs  at  the  country  level. 
He  is  ohargod  with  responsibility  of  coordination  as  well  as  assuring  that  program 
activities  arc  carefully  planned  and  effectively  carried  out  within  the  framework 
of  established  policy. 

Public  information. — The  public  information  activities  of  the  Department  of 
State  and  ICA  were  merged  in  fiscal  year  1958  in  order  to  utilize  more  effectively 
and  economically  these  resources  for  a better  public  understanding  of  the  mutual 
security  program.  As  a result  of  this  merger,  the  responsibility  for  all  public 
relations  and  press  information  on  the  mutual  seourity  program  is  centered  in 
the  Assistant  Secretary  of  State  for  Public  Affairs.  The  merger  has  resulted  in 
(1)  relating  mutual  security  closer  to  foreign  policy  goals  ana  (2)  more  efficient 
dissemination  of  mutual  security  information,  noth  from  the  executive  branch  In 
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Washington  and  U.3.  missions  abroad  from  the  Department  of  State,  ICA,  and 
U8IA.  Eighteen  positions  were  transferred  from  ICA  to  assist  in  the  discharge 
of  these  responsibilities. 

International  Development  Advisory  Board. — The  International  Development 
Advisory  Board  (IDAB)  had  its  origin  in  section  409  of  the  Act  for  International 
Development  enacted  in  June  1950,  and  in  Executive  Order  10159  of  September 
8,  1950,  Its  current  authority  is  found  in  section  308  of  the  Mutual  Security 
Act  of  1954,  as  amended. 

The  Board  has  the  responsibility  of  advising  and  consulting  with  respect  to 
general  or  basic  policy  matters  arising  in  connection  with  the  operation  of  (1) 
The  Development  Loan  Fund,  (2)  technical  cooperation  programs,  and  (3)  pro- 
grams designed  to  encourage  participation  by  private  enterprise  in  achieving  the 
purposes  or  the  Mutual  Security  Act. 

The  IDAB  advises  and  consults  with  the  President,  and  with  (1)  the  Under 
Secretary  of  State  for  Economic  Affaire,  who  is  charged  with  coordination  of  the 
mutual  security  program,  (2)  the  Director  of  the  International  Cooperation 
Administration,  and  (3)  the  Managing  Director  of  the  Development  Loan  Fund. 

The  IDAB  consists  of  a Chairman  and  not  more  than  12  other  members,  who 
are  required  to  be  U.S.  citizens  broadly  representative  of  volunteer  agencies  and 
other  groups  interested  in  programs  whioh  include  (1)  business,  (2)  labor,  (3)  agri- 
culture, (4)  public  health,  (5)  science,  and  (0)  education.  The  Chairman  is 
appointed  by  the  President  with  the  advice  and  consent  of  the  Senate;  the  other 
members  are  appointed  by  the  President  without  Senate  approval.  The  members 
of  tho  Board  serve  for  terms  of  not  more  than  3 years,  but  it  is  permissible  for  a 
member  to  be  appointed  to  successive  terms  of  office.  The  IDAB  is  authorized 
to  Bet  up  advisory  groups  in  each  of  tho  foregoing  six  categories,  there  being  no 
stipulation  as  to  the  size  of  each  such  advisory  group. 

In  order  to  carry  out  its  functions  as  set  forth  above,  the  Board  meets  and  holds 
conferences  upon  the  call  of  the  Chairman,  Meetings  of  the  full  Board  are 
usually  held  three  or  four  times  per  year,  but  meetings  of  IDAB  working  groups 
or  of  tho  six  advisory  groups  may  bo  held  more  frequently  depending  upon  the 
urgency  of  the  matters  under  consideration. 

Tho  staff  organization  of  the  Board  consists  of  a secretariat  headed  by  an 
executive  director.  This  secretariat  is  responsible  for  liaison  with  the  Department 
of  State,  the  International  Cooperation  Administration,  the  Development  Loan 
Fund,  and  other  agencies  and  committees  concerned  with  the  economic  aspects 
of  tho  mutual  security  program.  It  also  maintains  liaison  between  the  Board 
and  nongovernmental  groups  who  are  working  on  matters  of  similar  interest. 
The  IDAB  secretariat  provides  staff  assistance  in  formulating  proposals  for 
consideration  by  the  Board  and  for  research  on  the  proposals  under  consideration, 
including  the  drafting  of  position  papers  for  discussion  and  approval  by  tho  Board. 

Tho  responsibilities  for  the  functions  and  activities  of  the  IDAB,  including  tho 
secretariat  of  four  positions,  wore  transferred  in  fiscal  year  1959  from  tho  Director 
of  ICA  to  the  Under  Secretary  of  State  for  Economic  Affaire. 

Proposed  for  fiscal  year  I960. — To  carry  out  those  responsibilities,  a total  of 
$3,717,100  is  required  for  fiscal  year  i960.  This  represents  an  increase  of  $274,000 
over  funds  available  for  fiscal  year  1959,  This  amount  is  considered  essential  to 
meet  (a)  additional  costs  overseas  resulting  from  local  wage  and  price  inoreases 

Si),  (6)  additional  salary  costs  for  an  extra  work  day  in  fiscal  year  1960 
, (c)  salaries  and  related  expenses  of  seven  additional  positions  In  the 
ator’s  Office,  and  for  additional  man-years  of  employment  resulting  from 
efforts  to  man  more  fully  key  positions  and  to  provide  essential  staff  ($181,693), 
and  (d)  additional  costs  necessary  to  bring  the  IDAB  to  an  effective  level,  in- 
cluding two  additional  secretariat  positions,  and  salary  and  travel  costs  of  Board 
members  ($56,000). 

t.  Representation  of  United  States — NATO  and  European  Regional  Organisations 
{USRO)  .and  Participation  in  Organisation  for  European  Economic  Cooper- 
ation (OEEC) 

USRO. — USRO  Is  the  abbreviation  for  the  U.S.  Mission  to  the  North  Atlantlo 
Treaty  Organisation  (NATO)  and  European  regional  organizations.  The  other 
regional  organizations  are  the  Organization  for  European  Economic  Cooperation 
(OEEC)  and  the  Consultative  Group — coordinating  committee  for  strategic 
trade  control  (CG-COCOM),  USRO  is  an  integrated  five-agency  team  with 
staffing  not  only  from  the  Department  of  State  out  also  from  Defense,  ICA, 
Treasury,  and  USIA.  The  entire  staff  operates  under  the  direction  and  coordi- 
nation of  the  Ambassador,  who  Is  the  U.S.  permanent  representative  on  the 
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North  Atlantic  Council  and  the  U.8.  permanent  representative  to  tho  Organ- 
ization for  European  Economic  Cooperation.  Thin  budget  provides  for  the  staff 
of  the  ambassador's  office,  the  executive  office,  tho  office  of  political  affairs, 
the  major  portion  of  the  office  of  economic  affairs,  and  looal  employees  serving 
other  agency  personnel  and  the  general  operating  expenses  of  the  entire  mission. 
USRO  obtains  all  of  its  administrative  services  from  the  American  Embassy  in 
Paris  under  a plan  of  integrated  administration  designed  to  eliminate  duplicate 
staffing  and  reduce  expenses. 

OlifiC. — -Effective  December  15,  1957,  responsibility  was  transferred  from  ICA 
to  the  Department  of  State  for  U.S.  participation  in  OEEC,  with  the  exception 
of  the  European  Productivity  Agency  (KI’A)  and  tho  scientific  manpower  pro- 
gram of  OEEC  for  which  ICA  retains  responsibility.  The  positions  concerned 
with  the  functions  transferred  arc  accordingly  included  in  the  State  Department 
rather  than  the  ICA  portion  of  tho  19(10  mutual  security  program  budget.  The 
current  overseas  staffing  is  a reduction  of  11  from  tho  42  positions  established  in 
1057  for  these  activities. 

The  United  States,  although  not  a member  country,  has  been  closely  associated 
with  tho  OEEC  since  the  Organization’s  inception  and  participates  in  its  many 
activities,  hut  does  not  vote. 

The  OEEC,  now  in  its  1 1th  year,  was  established  by  convention  among  most 
west  European  states  to  coordinate  Marshall  plan  assistance.  Its  present  mem- 
bership includes  tho  European  members  of  NATO,  Austria,  Ireland,  Sweden,  and 
Switzerland.  Canada,  as  well  as  the  United  States,  is  informally  associated  with 
it.  Spain  participates  in  a number  of  activities  and  has  recently  moved  toward 
closer  association  with  tho  Organization.  Yugoslavia  maintains  an  observer  in 
Parts  to  follow  OEEC  work  and  participates  in  activities  of  tho  KPA. 

Tho  OEEC  has  been  continued  on  a permanent  basis.  It  lias  proven  to  bo  a 
highly  olTcctivo  instrument  for  European  economic  eoojx*rntion.  Its  activities 
include  an  annual  examination  of  economic  conditions  in  member  and  associated 
countries;  reduction  of  trade  am,  payments  restrictions  (including  those  on  dollar 
transaction);  and  coordination  on  problems  of  energy  supply,  transportation,  and 
machinery  production. 

A major  area  of  interest  for  OEEC  during  the  immediate  future  will  bo  in 
organizing  a framework  for  cooperation  bet  ween  the  Community  of  Hix  and  nthor 
European  countries.  The  Community  of  Hix  consists  of  France,  Germany,  Italy, 
Uelginm,  Netherlands,  and  Luxembourg.  These  six  countries  are  members  of  the 
European  Economic  Community  (Common  Market),  tho  European  Atomio 
Energy  Community  (EUUATOM),  and  tho  European  Coal  and  Steel  Community 
(ECHO).  The  OEEC  is  well  suited  to  develop  such  a framework  fur  eoop.-rativo 
relations  because  of  its  broad  membership,  its  traditions,  and  the  technical  and 
professional  services  available  to  it. 

Complex  negotiations  are  being  conducted  under  OEEC  auspices  for  a broad 
European  free  trade  area  which  assures  closer  links  between  tbo  Common  Market, 
tin-  United  Kingdom,  and  tho  other  OEEC  member  countries. 

Other  new  OEEC  activities  are  in  tbo  fluid  of  peaceful  uses  of  atomic  energy 
and  long-range  scientific  and  engineering  manpower  problems.  The  activities 
of  the  European  Nuclear  Energy  Agency,  organized  as  a part  of  the  OEEC  effort, 
complement  thorn!  of  Eurntoin  in  helping  to  solve  Euro|)e’s  energy  problem  anu 
for  research. 

Proposed  for  fiscal  year  W60.-  A total  of  52,291,990  was  made  available  for  this 
function  in  iiscal  year  1959.  Although  additional  costs  oversea  due  to  local  wage 
and  price  increases  and  additional  salarv  costs  for  an  extra  day  would  tend  to 
Increase  funding  reiiuirements  by  an  estimated  $57,909,  no  increase  is  repm-slnd 
for  fiscal  year  1909.  The  Department  will  offset  such  increases  Ity  reducing  the 
level  of  travel,  supplies,  and  equipment. 

S.  /{•■fntjcc  and  migration  program  opr  cation* 

The  Office  of  Refuwr  and  Migration  Affairs  was  established  under  the  bureau 
of  Security  and  Consular  Affairs,  Department  of  State,  April  lit.  1959.  as  tho 
result  of  Executive  Order  lOlitKt  to  centralize  responsibility  for  refugee  and  migra- 
tion activities  within  the  Department,  to  coordinate  and  implement  activities  of 
the  U.S.  eseapee  program  and  U.S.  participation  in  the  Intergovernmental  Com- 
mittee for  European  Migration.  The  purpose  of  the  escapee  program  is  to  provide 
assistance  in  the  reception,  interim  care  ami  maintenance,  and  resettlement  of 
Hnviet  and  satellite  escapees  in  Europe  mid  to  undertake  assistance  projects  in 
behalf  of  selected  escapee  groups  or  individuals  in  all  areas  of  the  worm. 
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The  estimate  for  fiscal  year  1900  includes  25  domestic  and  207  (65  Americans 
and  142  locals)  overseas  positions.  These  207  employees  assigned  to  Brazil, 
Germany,  Austria,  Italy,  Greece!,  Turkey,  Hong  Kong,  and  Taiwan  have  responsi- 
bility for  assessing  escapee  needs,  developing  programs,  contracting  with  voluntary 
agencies  Kir  execution  of  such  programs,  supervising  operations,  negotiation  and 
liaison  with  local  government  authorities,  security  screening  of  escapees,  and 
performing  the  necessary  administrative  functions. 

Recent  organizational  changes  in  the  Oilier  of  Refugee  and  Migration  Affairs 
have  transferred  certain  field  functions  to  the  Washington  odice.  The  functions 
include  approval  of  country  programs  and  budgets,  allotment  of  program  funds 
directly  to  Foreign  Service  establishments  concerned,  and  approval  of  basic 
operational  plans  and  programs.  In  addition,  the  scope  of  responsibilities  of  field 
units  hus  been  broadened  substantially  by  assigning  them  responsibility  within  the 
appropriate  diplomatic  mission  or  consular  structure  for  all  refugee  and  migration 
operations  in  their  respective  areas. 

It  is  estimated  that  the  total  staff  requirements  in  fiscal  year  1960  will  be  232 
positions  as  computed  to  252  (28  domestic,  06  American,  and  158  local)  positions 
budgeted  in  fiscal  year  1959. 

Proposed  for  fiscal  pear  I960. — The  amount  of  $1,341,000  requested  for  the 
refugee  and  migrat  ion  program  operations  for  fiscal  year  I960  represents  a decrease 
of  $33,000  below  fiscal  year  1959  availability  of  $1,374,000.  The  reduction  in 
fiscal  year  1060  of  20  positions  (4  AmerhaiiB  and  16  locals),  resulting  in  14.0  man- 
years  less  than  in  fiseul  year  1959,  would  reduce  funding  requirement*  for  salaries 
and  related  costs  by  $01,152  below  that  required  for  fiscal  year  1959.  This  de- 
crease, however,  is  offset  by  increased  requirements  in  the  amount  of  $28,152  to 
cover  salaries  for  an  extra  workday  ($3,452),  and  additional  costs  overseas  includ- 
ing increases  in  allowances  ($3,000),  local  wage-scalo  increases  ($15,317),  and 
price  Increases  ($0,287). 

4.  Mutual  Defense  Assistance  Control  Ad 

Effective  January  20,  1958,  responsibility  was  transferred  from  ICA  to  the 
Department  of  Slate  for  administering  the  Mutual  Defense  Assistance  Control 
Act.  For  fiscal  year  1059,  as  in  previous  years,  funds  for  expenses  of  administer- 
ing these  responsibilities  were  requested  and  appropriated  under  section  4 JO  of 
the  Mutual  Security  Act  and  allocated  to  the  Department  by  ICA.  For  fiscal 
year  1900,  funds  for  these  responsibilities  aro  requested  herein  to  bo  appropriated 
directly  to  the  Department  of  State, 

Objedivcs. — The  policy  objectives  of  the  mutual  defense  assistance  control  pro- 
gram are  contained  in  the  basic  legislation,  Public  Law  213,  82d  Congress,  These 
are:  to  safeguard  the  strength  of  the  United  States  and  its  allies,  and  to  impede 
the  warmaking  potential  of  the  Sino-Soviet  bloc  by  a system  of  security  Undo 
controls  designed  to  prohibit  or  limit  exports  of  freo-worfd  strategic  materials  to 
the  bloc.  The  mutual  defense  assistance  control  (MDAC)  program  is  an  integral 
part  of  the  overall  cooperative  defense  effort  of  the  free  world. 

Coordination  in  developing  and  carrying  out  this  program  is  effected  within  the 
U.8.  Government  by  the  Kconomic  Defense  Advisory  Committee  and,  as  neces- 
sary, through  the  Council  of  Foreign  Economic  Policy  ami  ‘he  National  Security 
Council.  International  cooperation  and  coordination  is  elle»  ted  through  bilateral 
and  multilateral  negotiations.  The  consultative  group  (('Cl)  structure  in  Pam 
serves  ns  the  permanent  locus  of  activities  on  international  trade  controls  among 
the  14  other  primary  industrialized  nations  oi  the  free  world.  The  product  of 
executive-branch  deliberations  and  the  development  and  constant  readjustment 
of  the  Control  Act  and  other  related  lists,  as  well  as  tho  effective  international 
cooperation,  attest  to  the  adequacy  of  the  coordination  efforts  required  under 
the  net. 

Accomplishments.—' The  Control  Act  program  has  enabled  tho  United  Whites  to 
draw  together  the  major  industrialized  nations  of  tho  free  world  in  < lie  development 
of  u uniform  policy  of  controls  over  strategic  trade  with  the  Mino-Hoviot  bloc. 
During  the  taller  half  of  fiscal  year  1958  and  the  opening  months  of  fiscal  year 
1950  the  major  problems  facing  the  Control  Act  administ ration  included  (he  con- 
tinuing international  review  and  revision  of  both  the  items  controlled  and  the 
methods  of  enforcement.  The  recent  international  list  review  and  the  review 
of  the  Control  Act  itself  have  been  successful  in  achieving  up-to-date  lists  capable 
of  meeting  current  requirements.  Many  complex  economic,  political,  and  tech- 
nical questions  facing  the  United  States  and  the  cooperating  free  world  countries 
had  to  be  considered.  Those  included  issues  involving  shipment  to  the  bloc  of 
curtain  commodities,  scientific  developments  and  their  relationship  to  military 
tcchiiulogy,  and  matters  concerning  supply  and  availability  of  commodities. 
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The  resolution  of  theso  problems  lias  been  a time-consuming  and  difficult  t»Bk 
involving  many  technicians  from  interested  executive  branch  agencies,  the  prepa- 
ration of  considerable  supporting  documentation,  and  negotiating  conferences 
extending  over  several  months. 

Problems. — Durian  the  balance  of  fiscal  yeur  1059  and  during  fiscal  year  1900 
It  is  anticipated  that  the  main  problems  facing  the  Control  Act  administration 
will  involve  the  further  adjustment  of  these  lists  under  operating  conditions, 
improvement  in  enforcement  techniques,  and  an  increase  in  bilateral  and  multi- 
lateral international  conferences  to  seek  further  cooperation  in  these  matters 
amoting  the  t I of  er  primary  industrialized  free  world  nations. 

Rrtatiauxkip  to  other  programs, — -The  Control  Aot  program  is  directly  related  to 
the  overall  U.8.  economic  defense  efforts  and  through  those  efforts  to  {lie  military 
security  of  this  country  and  the  free  world.  More  specifically  the  program  is 
legislatively  related  to  all  aid  functions  and  programs  engaged  in  by  the  United 
8tat  rs4,  'i')  ie  M DAO  Act  requires  mandatory  termination  of  aid,  bv  the  President, 
to  any  country  shipping  certain  listed  commodities  to  the  Sino-tsoviet  Idoo.  It 
also  provides  for  the  President's  discretion  in  continuing  or  terminating  aid  if  tho 
shipment  involves  certain  other  listed  commodities.  Aid,  within  the  terms  of  tho 
Control  Act,  includes  various  types  of  military,  economic,  or  financial  assistance. 
An  additional  objective  of  the  Control  Act,  also  requiring  extensive  and  delicate 
negotiation,  is  to  secure  the  cooperation  of  those  free  world  countries  which  are 
not  recipients  of  U.S.  aid. 

Lists  of  commodities  under  export  control  by  the  United  Htatcs  are  maintained 
under  the  Export  Control  Act  of  1949,  tho  Atomic  Energy  Act,  and  the  Munitions 
Control  Regulations  of  the  Department  of  State.  These  related  acts  and  regula- 
tions along  with  tho  foreign  assets  control  regulations,  and  tho  Treasury  trans- 
actions control  regulations,  require  that,  tho  United  States  exercise  various  con- 
trols over  its  own  exports,  and  over  tho  commercial  activities  of  U.S,  citizens 
and  subsidiary  firms.  They  tie  in  closely  with  the  objectives  of  the  Control  Act. 

Proposed  fiscal  year  19/JO  proyrnm. — The  prospects  for  the  program  through 
fiscal  year  1994,  given  very  little  change  in  the  international  situation,  and  in 
light  of  existing  legislation,  would  indicate  a continuation  of  this  program  at 
about  the  sumo  level  and  with  tho  same  content,  purpose,  and  effectiveness  as  at 
present. 

The  amount  of  $1  million  appropriated  for  fiscal  year  1959  has  been  increased 
by  $45,000  to  $1,045,000  to  cover  tho  increased  pay  costs  provided  by  Publio 
Law  85-402.  Tim  additional  funds  were  derived  by  transfer  from  "President's 
Fund  to  Asian  Economic  Development,  Executive,  1059 — 1 101077,”  in  accordance 
with  Vrcsidential  determination.  Although  increased  pay  costs  arc  estimated  to 
bo  $84,000  for  fiscal  year  1959,  it  has  been  possiblo  to  absorb  about  $99,000  of 
this  amount  in  overhead  as  a result  of  the  MDAC  merger  with  tho  Department 
of  State.  Tho  authorization  and  appropriation  of  $1,046,000  for  Control  Act 
expenses  is  requested  for  fiscal  year  1900,  the  same  amount  used  in  fiscal  year 
1959. 
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Administrative  expense  8 1 State  sec.  41  He) — Consolidated  comparative  summary  of 
obligations  by  object  class,  fiscal  year  I960 

DEPARTMENTAL  AND  FORK  ION  SERVICE 


Description 

Actual,  1959 

Estimated,  1069 

Estimated,  I960 

Num- 

ber 

Amount 

Nutn- 

her 

Amount 

Num- 

ber 

Amount 

Personal  sffvlri'*: 

Permanent  American  positions 

614  0 

14,  080, 040 

milt  JOT 

84,810, 877 

■ dgd 

M,  865, 794 

Deduct:  I-l  f i<<>: 

-W.  i 

-m.  W7 

-43.  6 

-334,610 

■ onrii 

-218, 073 

—246,  (.20 

Add;  Terminal  leave. . . . 

s.» 

62.146 

4.3 

41,075 

4,3 

41.375 

Net  personal  service*,  Americans.-. 

Jxo,4 

4.207.060 

576.7 

804.3 

4,  680,  U76 

Permanent  local  ]8>sJUoiis 

318.0 

•48,810 

ro.o 

01 H,  800 

623,  784 

Deduct:  I.  ipse  

-38.7 

-«(,  273 

-.6  8 

-16.408 

msM 

-16,649 

Add:  Terminal  leave. .. 

1.8 

4.230 

1.  1 

3, 247 

3,412 

Net  iscrsoi uil  services,  locals  . , 

283.8 

5*3.607 

271.3 

00.6, 43.6 

mm 

610. 647 

IV.  A F 

. 1 

826 

.8 

6.000 

■111 

21.  8(10 

Part-time  and  temporary 

3 4 

21,223 

4.3 

13. 880 

mm 

13.8*0 

A Venice  employment  all  itersonnrl.- 

867.7 

4,802,676 

852.8 

6, 142,367 

857.3 

- - — --  3.  s 

5, 335, 103 

Pay  in  eterss  of  82-wtrk  base 

18,18)0 

19, 776 

40,  482 

Payment  above  basic  rates: 

■ 1 1 

M 1 'll  ■ 

4U, 

32.  wjy 

27, 5M 

1.608 

1, 104 

1,342 

Hardship  post  dllTi-renti  d 

... 

<0.  7.6.6 

81,150 

52,662 

Total  personal  services 

5, 823, 126 

5.788,212 

6.(725,  252 

Direr!  oNlgallnns: 

S,  .623, 125 

5,788,  212 

6, 02.6,  262 

748,203 

'784,409 

818.  83:1 

203'  073 

tW,  031 

192.  52,6 

374 1 282 

a H3,  M 

383.413 

03  Kents  mid  nlilltlel  . 

201,001 

160,044 

1 88. 968 

i iml 

26, 683 

'Jfi  | S3 

mi  4.64 

259' 206 

249'  206 

07a  Services  performed  by  other  ogen- 

26.241 

38,814 

223, 71  l 

213,  iwa 

75,720 

68,365 

11  Grants,  subsidies  and  centrum- 

1,07; 

73 

73 

It*  Contributions  ta  civil  rervlce  re- 

J7V,  138 

190,966 

186,520 

60 

8,633 

8,445 

5.  445 

Total  direct  obligations 

7,857,638 

8, 154, t**> 

8,395,000 

DEPARTMENTAL 


Personal  services: 

Permanent  American  positions 

Deduct:  Lapse: 

Regular 

336.0 

-49.6 

323. 0 

-36.6 

32, 471,033 

-267,092 

329.0 

-26.2 

$2,  535,092 

-172,007 

Add:  Terminal  leave 

1.0 

1.0 

8,015 

gWY] 

8,015 

Net  personal  services,  Americans. . 

287.6 

2,096,087 

287.6 

2.212,856 

303.8 

2, 371, 100 

— 







— 

“ * 

Wiicn  actually  employed - - 

Parl-tlmc  and  temporary. 

Average  employ  incut  all  larsonurl  . 
Pay  In  CJfc.vs  of  .62  week  base . . . .. 

Payment  atvivr  tuulc  rates: 

.1 

287.  fl 

828 

3. 830 

2, 099.  612 
8,11)0 

.6 

4 

2*84 

6,  (MM) 
2. 200 

' 2, 220. 766 
8, 687 

1.7 

4 

305.9 

21.600 
2.  211) 

2. 394.  WW 
18.  PH 

Overtime  and  holiday  pay 

Nlgbtnork  diderenllal . . 



33.7117 

1.808 

28, 973 
1,164 

...  . ... 

21,  642 
1,342 

Total  |>ersoiia)  services 

2,142,847 

2,286, 580 

rr ■'r  sms  •ssi 

2.434,888 
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Administrative  expenses,  State  see.  ^ / / (<*) — Consolidated  eomparative  summary  of 
obligations  by  object  class,  fiscal  year  i960 — Continued 

DEPARTMENTAL— Continued 


Actual,  1058 


Estimate,  ISM 


Estimate,  I960 


Description 


Num- 

ber 


Amount 


Num- 

ber 


Amount 


Num- 

ber 


Amount 


Direct  obligations: 

ill  Personal  services 

li?  Travel  

03  Tran  sport  otli  in  of  I It  li  igs 

04  ('nnimunlctdiwi  services. 

05  Rents  mid  utilities 

DO  Printing  and  reproduction 

07  Other  eon  I run  mil  services 

Ufa  Service*  iierformod  by  uthcr  agencies 

08  Supplies  mill  materials 

08  Equipment  

11  drums. subsidies,  and  cuntrlhuMuns- 
I la  Con trl  I n it  Ions  to  civil  servin'  re- 


32.  142.847 
I'M,  481 
2.343 
31,380 
15, 071 
29,  I«1 
311.  Mi 
32,004 
24,323 
6.000 


$2,  256,  380 

314,  044 


$2. 434.  888 
307. 048 


1.203 
30,  704 

i,«uo 

24,833 
33.  fill 
at,  24] 
19,  572 
4,022 


1,203 

31,404 

1,  (WO 
26.  333 
23, (III 
30.841 
19,  072 
0,  291 


13 

13 


lirement.  . . 

Refunds,  awards  ftnd  indemnities. 
Trues  and  assessments 

Total  direct  obligations 


101,010 

fin 

98 

2, 099, 0SG 


109,707 

110 

2,825,037 


109,068 

iio 

3, 002,  ,540 


KOHEIrtN  SERVICE 


Personal  services: 

Permanent  American  iiosltlons  

Deduct:  Lapse; 

Regular...  

Ptiv  costs  (1958  only) 

Add:  Terutloiil  leave 

Net  personal  services,  Ainertcans. 

Permanent  local  positions.. -. 

Deduce  l.npso  

Add:  Terminal  leave 

Not  persona)  services,  1 ncals 

Part-time  and  teln|>oniry 

Average  employment  all  personnel. 

Pay  In  occess  of  57-wook  huso  

Payment  ulxvve  basic  rut  os: 

Allowances 

Overtltne  and  holiday  pay 

Hardship  |kjs(  differential 

Total  personal  serviced 

Direct  obligations: 

ni  Personal  services 

02  Travel  

U3  Transportation  of  tldnes 

(H  Corn  in  1 1 n icallo  n sor  v 1 era 

05  Rent*  and  utilities  

no  Printing  and  reproduction 

07  Other  contractual  services  

07a  Services  tier  formed  by  other 

agencies 

08  Supplies  and  materials 

09  Equipment 

It  (Iranis,  subsidies,  and  contribu- 
tions   

11&  Cuiitrllmllims  to  civil  service 

retirement 

16  Tares  and  assessments 


mo 

-19.0 

"'4.8' 

2.(2.  9 

318,  0 
-35,7 
J.S 


283. 8 
3.4 

380. 1 


$2, 422, 757 

293.0 

12,339,241 

292.0 

$2,  330.  702 

77 

-7.1 

—07,818 

-4.8 

-46,080 

3.3 

33.  (VO 

3.3 

33.360 

| 2,  211,973 

289.  Z 

2,304,480 

290.6 

2, 817,076 

01.5,  IdO 
~0fi,  273 
4.230 

270.0 
-6.8 
1. 1 

618,690 

-10.408 

3,247 

2(4).  0 
-4.2 
1.2 

023, 781 
-10,610 
3,412 

.683,6(17 
17, 693 

271,3 

3.9 

003, 136 

11,180 

257.0 

3.9 

010, 017 

1 1,080 

2, 803.  133 
10,900 

604. 4" 

2, 921,  ooi 
11, 112 

651.4 

2,0(0, mi 
22, 378 

608,073 
0, 940 
62, 002 

609,467 

6,907 
49, 765 

640,823 
0, 940 
61,150 

3.  .'iSO,  278 

3.631.032 

P7j 

------ 

— — -- 

3, 380,  278 

3,  Ml,  032 
409, 403 

3,  590, 304 
451,481 
191.  202 
352, 009 
180, 976 
8.-10 
224, 105 

40.1,812 

200. 7,10 

194,  708 
352. 388 

Ml.  Mi3 

IW,  020 
sus 

m.  om 

fUO 

229,913 

224,  195 

199.380 

203.407 

194,010 
69, 074 

73 

70. 1 14 

1,071 

78,122 

6, 435 

7ft,  507 

73 

6,335 

70, 852 
6,335 

6,168,  682  J 

5,328,943 

5, 332,460 

1 

Total  direct  obligations 
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^Statement  of  Richard  F.  Cook,  Acting  Decuty  Director  for  Management 

Section  411(b)  of  the  Mutual  Security  Act  of  1059,  Public  Law  86-108,  ap- 
proved July  24,  1050,  authorizes  to  be  appropriated  not  to  exceed  $39, 500,000  for 
necessary  administrative  expenses  for  the  International  Cooperation  Administra- 
tion for  risen!  year  1060. 

The  mutual  security  and  related  appropriations  bill,  1060  (if.  It.  8385)  as  passed 
by  the  House  of  Representatives  on  July  24,  appropriates  $37  million  for  this 
purpose,  plus  the  unobligated  balance  of  the  fiscal  year  1959  appropriation,  esti- 
mated to  be  $125,000,  for  a total  of  $37,125,000  as  compared  with  the  request  of 
$39,600  000. 

The  result  of  this  reduction  is  that  fiscal  year  I960  activities  cannot  be  carried 
on  at  the  fiscal  year  1959  level.  In  the  course  of  considering  the  authorization 
request,  for  technical  cooperation  for  fiscal  year  1959,  Congress  added  $8  million 
to  the  amount  requested  in  order  to  strengthen  the  IOA  personnel  system,  to 
provide  increased  opportunities  for  lungnatp  training  of  the  agency  staffs,  und 
to  expand  the  program  of  foreign  participant  training.  The  Committee  on 
Foreign  Relations  of  the  Senate  supported  this  increase  initiated  by  the  House 
stating,  "It  is  intended  by  the  committee  that  the  increase  over  the  administra- 
tion’s request  be  used  primarily  for  personnel  improvement  programs.  The  com- 
mittee is  particularly  anxious  for  lCA  to  expand  greatly  the  work  In  training 
technicians  in  the  language  of  the  country  to  which  they  are  assigned.  Further 
improvements  could  also  bo  made  in  ICA’s  methods  of  recruiting.  The  committee 
recognizes  that  a part  of  these  expenditures  would  come  under  the  heading  of 
administrative  expenses,  which  are  provided  for  elsewhere  in  the  act.  The  com- 
mittee feds,  however,  that  these  activities  have  such  a direct  bearing  on  the  suc- 
cess of  the  total  technical  assistance  program  that  they  can  pro|x*rly  tie  carried 
on  with  nouadministrativc  funds." 

In  implementing  this  program,  the  activities  normally  funded  from  general 
administrative  expenses  have  been  expanded  in  order  that  the  agency’s  efforts 
might  be  devoted  simultaneously  toward  accelerating  recruitment,  improving  the 

3u&lity  of  employees  selected,  and  providing  enlarged  opportunities  for  staff 
evelopment  and  training.  During  fiscal  year  1959  programs  were  started  at 
several  new  locations  in  Africa  and  Latin  America  for  which  it  was  necessary  to 
provide  minimum  essential  staffing.  It  was  also  necessary  to  strengthen  the 
staffs  at  several  other  locations  opened  in  fiscal  yeur  1958  in  Africa,  Far  Fast, 
Latin  America,  Near  East,  and  south  Asia.  Additional  personnel  have  Iwon 
added  both  in  Washington  and  at  other  selected  oversea  locations  to  provide 
adequate  Hlaff  support.  As  a result  of  the  foregoing,  we  are  enrrently  in  the 
position,  In  fiscal  year  1960,  to  givo  increased  attention  to  the  Improvement  of 
management  in  the  planning,  administration,  and  review  of  mutusl  security 
programs. 

In  order  to  continue  the  staffing  put  on  the  roils  In  fiscal  year  1959  into  fiscal 
year  1960,  thereby  continuing  the  benefits  resulting  from  the  improvement  in  our 
personnel  operations,  both  in  the  recruitment  and  hi  the  training  of  ix-moiinel, 
the  additional  $1,700,000  is  required  to  provide  for  full-year  costs  for  these 
activities. 

The  remaining  $1  million  of  the  $2,700,000  increase  requested  is  required  to 
cover  the  costs  of  an  additional  38  Americans  and  194  foreign  nationals,  all  planned 
for  oversea  locations.  Twenty-nine  of  the  total  of  38  new  American  jiosiliiins 
requested  arc  scheduled  for  the  African  area,  primarily  to  provide  essential  addi- 
tional staff  in  newly  opened  locations.  The  remaining  nine  American  positions 
are  for  the  strengthening  of  missions  in  Latin  America.  No  increase  is  being 
requested  for  Washington  positions  above  those  authorized  for  fiscal  year  1959. 

Constantly  stricter  control  over  the  administrative  exjxmses  has  la-eri  exercised 
by  the  agency  during  the  past  several  years.  In  spite  of  increased  costs  for  salaries 
payment  to  the  Civil  Service  Commission  to  cover  retirement  costs  of  employees, 
payment  of  the  Government  share  of  Federal  employees  insurance  urogram,  in- 
creases in  costs  of  rents  und  utilities,  opening  of  new  locations  in  mnlcrloveloped 
areas  of  tho  world,  etc.,  the  total  administrative  costs  of  the  non  military  assistance 
program,  including  the  Department  of  State  and  the  Development  I man  Fund, 
has  not  exceeded  3 percent  of  tin-  new  obligating  authority  and  the  estimated  cost 
for  fiscal  year  I960  is  slightly  more  Hum  2 percent  of  new  obligating  authority 
requested. 
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In  summary  it  is  requested  that  the  committee  give  favorable  consideration  to 
restoring  $2,375,01)0  to  this  appropriation  which,  together  with  reappronriated 
unobligated  prior-year  funds  estimated  at  $125,000  will  provide  the  full  $39,500,000 
requested,  in  order  to  permit  the  agency  to  continue  and  further  improve  its 
managerial  direction  and  control  of  the  nonmilitnry  mutual  security  urogram  for 
which  it  is  responsible,  including  the  continued  utilization  of  people  presently 
employed  in  directing  and  controlling  the  resources  (men,  money,  and  materials) 
made  available  under  the  nonmilitary  provisions  of  the  Mutual  Security  Act  and 
to  permit  a relatively  small  increase  in  the  staffs  at  selected  oversea  locations. 

It  is  understood,  of  course,  that  in  requesting  Hill  restoration  there  will  be 
placed  in  reserve  the  amount  included,  estimated  at  approximately  $5(10,000, 
covering  the  costs  of  functions  transferred  to  the  newly  created  office  of  Ituqiector 
General  and  Comptroller  in  the  Department  of  Slate,  recently  authorized  by  the 
Congress  in  the  Mutual  Security  Act  of  19511. 

There  follows  a narrative  and  statistical  statement,  comparing  the  fiscal  year 
1959  availability  to  the  fiscal  year  1900  request,  as  well  as  a summarization  of  the 
increase  requested  in  fiscal  year  1960  by  geographical  ureas. 

General  Administrative  Expenses,  ICA  (Sec.  411(b)) 

The  prposed  fisoal  year  I960  authorization  and  appropriation  for  the  administra- 
tive expenses  of  the  mutual  security  program  requested  under  section  411(b)  of  the 
Mutual  Security  Act  of  1951,  as  amended,  is  $39,500,000.  This  figure  excludes 
the  administrative  expenses  of  the  Department  of  Defense,  for  which  funds  are 
being  requested  under  section  103(b),  and  the  “administrative  expenses,  State," 
for  which  funds  are  being  requested  under  section  411(c)  of  the  Mutual  Security 
Act  of  1054,  as  umended.  Also  excluded  are  costs  of  administering  the  Dovcloj>- 
ment  Loan  Fund  for  which  funds  are  being  requested  uuder  section  204(b)  of  the 
Mutual  Security  Act  of  1954,  as  umended. 

The  amount  appropriated  under  section  411(b)  for  general  administrative 
expenses  iu  fiscal  year  1959  was  $33  million.  This  amount  Included  funds  totaling 
$45,000  for  the  costs  of  salaries  and  related  expenses  of  employees  engaged  in 
oouducling  the  activities  and  functions  of  the  International  Development  Ad- 
visory Hoard,  for  which  funds  are  being  requested  in  fiscal  year  1960  under  section 
41 1(c)  of  the  Mutual  , Security  Act  of  1954,  as  amended.  To  this  net  appropriation 
of  $32,055,000  has  been  added  $2,140,000,  which  it  is  proposed  to  transfer  from  the 
President's  Fund  for  Aslan  Economic  Development,  Executive  to  fund  increased 
salary  costs  during  fiscal  year  1969  as  authorized  iu  the  Federal  Employees 
Salary  Increase  Act  of  1968,  Public  Law  86-462.  In  the  course  of  considering  the 
authorization  request  for  technical  cooperation  for  fiscal  year  1969,  the  Congress 
added  $8  million  to  the  amount  requested,  in  order  to  strengthen  the  ICA  personnel 
system,  to  provide  increased  opportunities  for  language  training  of  ICA  staffs, 
and  to  expand  the  program  of  foreign  participant  training.  To  implement 
this  program  adequately,  it  lias  been  necessary  to  expand  the  activities  normally 
funded  from  general  administrative  expenses.  In  order  to  preserve  the  current 
distinctions  between  administrative  and  program  expenses,  the  amount  of 
$1,700,000  is  proposed  to  lie  transferred  to  the  general  administrative  expenses 
appropriation  from  the  fiscal  year  1959  technical  cooperation  appropriation.  By 
adding  the  two  foregoing  amounts  to  the  actual  amount  appropriated  (net)  for 
fiscal  year  1959,  the  total  amount  available  for  general  administrative  expenses 
In  fiscal  year  1959  is  $30,795,000  as  compared  to  the  $39,600,000  requested  for 
fiscal  year  1900. 

Program  summary 
(In  thoa«an<1»  of  dollar*! 


Fiscal  year  1058 

Estimate,  fiscal  year  1959. 
Fro  posed,  fiscal  year  I960 


31,250 
30,  795 
30,  500 
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Detail  of  program 


(In  thousamls  of  dollars) 


Actual, 
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l'ruiiriiit, 

mvj 

Wo  post'd, 

JiMii 

Washington 

M,s3li 

17,  lii 

IS,  230 

— i.-  • . 

Overalls: 

Kurujie 

1,  103 

1 , IWJ 

1. 001 

Africa . . 

1,  7KI 

2,  uv 

TJ 

Near  East  mill  smith  Asia 

4,  IH0 

A,  (77 

Ear  Hunt  . 

!<.  SOU 

0,  no 

; rd 

Lull n Aimm.i  

2,m 

3,  (M3 

\mlBm  iji 

CJ  vt-m  as  jH.’rMjJun'l  t>y b(t>r/j 

27u 

1.422 

past 

Totil  ovftscru 

IMS'* 

10,  OKI 

21,270 

Toiul  ICA 

31.2  Afl 

30,  7US 

30,  500 

Obligations  anil  expenditures 


(In  Ihotmuiila  ol  ilollarr) 


Ktonumitr  usslNLmce 

! OMigalkih* 

KAjxfi'iitUfc.s 

l/'olligUl'luk'd 

Cumulative,  Juno  30,  |'jA8 

1 207,  Mi 
30, 7 Hi 
304,3)0 

1 202.  bW 
33,  Mb 
2VS,  474 

4.  023 

Ellllliite,  flsuit  year  IMM  

Cumulative,  Juu«  30,  IBM . 

S,  843 

• Include*  funds  appropriated  prior  U>  fl stall  year  lUiS  lor  •111  (e)  purposes. 


The  funds  requested  for  IC'A  arc  used  in  Washington  ttnd  in  over  (10  oversea 
locations  of  administering  certain  economic  assistance  programs  under  tin-  mutual 
security  program.  The  personnel  involved  develop  and  screen  the  assistance 
programs  for  each  country  and  assure  that  the  assistance  achieves  the  purpose/ 
for  which  it  is  intended  and  that  funds  are  properly  managed  and  controlled. 
In  order  to  effectively  and  efficiently  administer  and  carry  out  the  complex 
activities  involved  In  the  mutual  security  program,  it  Is  essential  that  adequate 
personnel,  both  in  quality  and  (iimntity,  mid  funds  he  provided  to  accomplish 
these  purposes.  The  additional  funds  requested  in  fiscal  year  1060  of  $2,705  UOO 
over  tho  amount  available  for  fiuenl  year  1050  are  required  to  maintain  and 
improve  the  management  and  control  of  the  ICA-ndmlnistered  mnltimlllion- 
dollar  urogram.  The  additional  52,705,000  will  provide  for  the  following: 

(«)  $1,700,000  for  full-year  salary  costs  and  related  expenses  of  positions  for 
which  nnlv  part-year  financing  was  provided  in  the  fipcul  year  1050  availability 
of  $.10,795,000. 

(b)  5100, 000  for  new  positions  and  related  rosts  in  newly  opened  locations. 

(r)  $000,000  for  expanded  support  at  selected  oversea  locations  in  Africa  and 
Latin  America,  where  staff  strength  In  the  total  area  is  below  the  level  necessary 
to  satisfactorily  maintain,  manage,  ami  control  ICA-administcred  programs,  and 
n modest  increase  in  Washington  for  increased  uso  of  consultants. 

1.  Washington  costs  are  expected  to  increase  by  51,075,000,  from  $17,155,000 
in  fiscal  year  1950  to  $18,200,000  in  fiscal  year  1900,  Though  the  number  of 
authorized  permanent  positions  (excluding  reimbursable  positions)  will  remain  at 
1,550,  tho  same  number  as  for  tho  current  fiscal  year,  tho  man-years  of  employ- 
mont  aro  expected  to  rho  to  1,501  as  compared  to  1,418  in  fiscal  year  1959  an 
increase  of  83  man-years.  In  addition,  part-time  and  temporary  employment  is 
expected  to  Increase  from  01  man-years  during  tho  current  fiscal  year  to  44  man- 
years  in  fiscal  year  1960. 

2.  Europe  costs  aro  expected  to  be  slightly  less  in  fiscal  year  1960  than  for 
fiscal  year  1959,  decreasing  from  $1,089,100  in  fiscal  year  !0f>9  to  $1,061,500  for 
fiscal  y"iir  I960.  Total  permanent  American  positions  will  remain  at  44  for  fiscal 

Soar  1900,  the  same  number  ait  for  the  current  fiscal  year,  w hich  Is  considered  to 
c minimal  staffing  essential  to  carry  out  our  responsibilities  in  tills  area.  Mnn- 
yearn  of  American  employment,  however,  is  expected  to  decrease  from  44  2 
man-years  In  fiscal  year  1959  to  40.3  man-years  in  flacal  year  1960,  due  to  on 
Anticipated  decrease  during  fiscal  year  I960  in  the  number  of  American  positions 
required  In  Austria,  Gormony,  and  Italy, 
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3.  Africa  costa  are  expected  to  increase  by  $820,200,  from  $2,110,100  in  fiscal 
year  1959  to  $2,948,300  for  fiscal  year  1960.  This  increase  will  provide  for  29 
additional  permanent  American  positions  and  75  additional  permanent  foreign 
national  positions.  Seventeen  of  the  additional  29  American  positions  and  24  of 
the  additional  foreign  national  positions  are  required  to  build  up  the  staffs  in  the 
newly  opened  locations  of  east  Africa,  Federation  of  Rhodesia  and  Nyasaland. 
Ghana,  ami  Nigeria.  The  remaining  12  additional  American  positions  and  the  51 
additional  foreign  national  positions  will  provide  expanded  support  at  selected 
African  locations  where  stair  strength  is  below  the  level  considered  necessary  to 
satisfactorily  maintain,  manage,  and  control  IOA  administered  programs. 

4.  Near  Fast  and  south  Asia  costs  are  expected  to  increase  by  $519,000,  from 
$5,477,000  in  fiscal  year  1959  to  $5,996,000  fur  fiscal  year  1960.  Though  it  is  not 

firopoaed  to  increase  the  authorized  number  of  permanent  American  positions 
n fiacal  year  1900  above  the  254  authorized  for  the  current  fiscal  year  it  H antici- 
pated that  man-years  of  American  employment  will  increase  from  225,2  man-years 
In  fiscal  year  1969  to  234.4  man-years  in  fiscal  year  1900.  The  estimate  also  con- 
templates an  increase  of  92  foreign  national  positions  in  fiscal  year  1060,  from  378 
during  the  current  fiscal  year  to  470  In  fiscal  year  1900.  However,  01  of  these 
additional  foreign  national  positions  arc  currently  employed  in  Pakistan,  charged 
to  program  funds,  As  a result  of  a revaluation  of  foreign  national  employment 
in  Pakistan  it  has  been  determined  that  theso  01  positions  should  bo  funded  from 
administrative  expenses  in  fiscal  year  1900. 

5,  Far  Fast  costs  are  expected  to  increase  by  $333,600,  from  $0,410,100  in 
fiscal  year  1959  to  $0,773,700  for  fiscal  year  1900.  Though  it  ib  not  proposed 
to  increase  the  authorized  number  of  permanent  American  positions  in  fiscal 
year  1960  abovo  the  299  authorized  for  the  current  fiscal  year,  it  is  anticipated 
that  man-years  of  American  employment  will  increase  from  274.8  man-years  in 
fiscal  year  1959  to  277.0  man-years  In  fiscal  year  i960.  The  estimate  anticipates 
a net  increase  of  15  foreign  national  positions  in  fiscal  year  I960,  from  059  during 
the  current  fiscal  year  to  674  in  fiscal  year  1900.  The  net  increase  of  16  additional 
foreign  national  positions  actually  contemplates  the  transfer  from  program  funds 
to  administrative  funds  in  fiscal  year  1900  of  17  foreign  nationals  In  Thailand, 
offset  by  a decrease  of  2 in  Japan. 

6.  Latin  America  costs  are  expected  to  increase  by  $307,800,  from  $3,092,700 
m fiscal  year  1959  to  $3,460,500  for  fiscal  year  1900. " Permanent  American  posi- 
tions are  expected  to  increase  from  140  in  fiscal  year  1959  to  155  in  fiscal  year 
1960  and  the  man-years  of  employment  is  expected  to  increase  from  130.1  man- 
years  In  fiscal  year  1959  to  146.5  man-years  in  fiscal  year  I960.  Permanent 
foreign  national  positions  are  oxpeoted  to  Increase  from  294  In  fiscal  yeur  1959  to 
305  in  fiscal  year  1900  and  the  man-years  of  employment  Is  expected  to  increase 
from  272.1  man-years  In  fiscal  year  1956  to  291  man-years  In  fiscal,  year  1960. 
Increases  in  American  and  foreign  national  positions  will  bo  used  to  provide 
additional  support  In  selected  overseas  locations  In  Latin  America  where  staff 
strength  is  considered  to  be  below  the  level  necessary  to  adequately  maintain, 
manage,  and  control  ICA  administered  programs. 

7.  Overseas  personnel  program  costs  are  cxjwcted  to  decrease  by  $302,000, 
from  $1,422,000  in  fiscal  year  1959  to  $1,030,000  in  fiscal  year  1900.  Though  the 
number  of  personnel  authorized  under  this  program  for  fiscal  year  i960  will  be 
the  tame  as  for  fiscal  year  1059  certain  nonrecurring  contractual  costs  involved 
in  the  several  training  programs  carried  on  under  this  heading  for  which  obliga- 
tions have  been  incurred  in  fiscal  year  1059  will  not  recur  in  fiscal  year  1960. 


[I'ndAMlfied-MSRO  Memo  41] 

Department  nr  State, 

Special  Assistant  fok  Mutual  Security  Coordination, 

August  14,  1980. 

To:  AJ1  recipients. 

Subject:  Executive  branch  positions  on  House  appropriation  bill. 

For  Information  of  participants  in  the  mutual  security  program  congressional 
presentation  for  fiscal  year  I960,  there  is  attached  a letter  of  August  13,  1959, 
from  the  Acting  Secretary  to  the  chairman  of  Jhu  Senate  Appropriations  Com- 
mittee, together  with  executive  branch  position  papers  on  appropriation  cuts 
and  substantive  provisions  of  the  Mouse  mutual  security  appropriation  bill,  and 
on  directives  of  the  House  Appropriations  Committee.  These  position  papers 
were  submitted  to  the  Senate  Appropriations  Committee  for  consideration  during 
markup  of  tho  Mutual  Security  Appropriation  Act,  1060. 


Robert  Brobkin. 


MUTUAL  SECURITY  APPROPRIATIONS,  1060 


483 


August  13,  1059. 

Hon.  Carl  Hayden, 

Chairman,  Committee  on  Appropriations,  U.S.  Senate. 

Dear  Senator  Hayden;  As  the  Senate  Committee  on  Appropriations  moves 
toward  Anal  actions  on  the  mutual  security  appropriation  bill  for  Ascal  year  i960, 
I wish  to  request  offlcfnljy  on  behalf  of  the  executive  branch  that  the  committee 
provide  full  restoration  of  the  amounts  authorized  for  military  assistance,  defense 
support,  special  assistance,  bilateral  technical  cooperation,  and  the  Development 
Loan  Fund  for  Ascal  year  I960,  together  with  the  sum  requested  by  the  President 
to  bo  appropriated  now  for  tno  Development  Loan  Fund  for  AscaJ  year  1901, 
and  for  certain  other  items  ns  set  out  in  the  following  table: 


Amount 

Annex 

Military  ujtJst&noe 

*100. 000, 000 
M,  COO.  000 
WO,  000,000 
(300,000) 
28, 600, 000 
47, 800, 000 

A-J 

A-2 

A-fl 

A dm  In  (strati  vo  eipetise  limitation. 

A-3a 

Bilateral  technical oogixtuIob. .. . _ 

A-4 

Special  aasbtanoo 

A-S 

ICa  aUmtnlstrallvo  expense*.  

2,378.000 

431.000 

1,248,730 

A-d 

A-7 

Atoms  tot  pfatCO 

A-S 

Specific  statements  supporting  the  request  of  the  executive  branch  for  restore- 
tion  of  funds  In  each  of  these  accounts  arc  set  out  in  annex  A,  as  indicated  In  the 
above  table, 

1 should  like  to  bring  again  to  the  attention  of  the  committee  the  fact  that  the 
President  in  proposing  the  mutual  security  program  for  fiscal  year  1(160  declared 
that  tho  sums  requested  in  each  of  iho  categories  were  sol  at  the  minimum  levels 
consistent  with  tin;  achievement  of  our  important  foreign  policy  objectives  and 
our  national  seeuri'y  interests.  'Die  President  has  stated  that  the  cuts  made  by 
the  appropriation  bill  as  passed  by  tho  House  were  deeply  below  tho  minimum  lie 
considers  necessary  for  the  security  of  our  own  Nation  and  the  freo  world.  I 
should  like  to  reiterate,  us  I said  in  my  statement  to  the  committee,  that  the  disas- 
ters to  which  we  fear  thoso  cuts  will  lead  will  bo  no  less  real  and  no  lass  harmful 
bocutiHO  they  might  not  become  fully  apparent  for  several  yoirs. 

A nurnbcr’of  amendments  adoptixl  in  tho  appropriation  bill  us  paasod  by  the 
House  would  seriouslv  impede  tho  administration  of  tho  program.  Others  will 
provide  limitations  which  wo  believo  aro  unsound  and  should  bo  removed.  The 
views  of  tho  oxeeutivo  branch  on  each  of  those  amendments  ate  set  out  in  annex 
1U,  and  I trust  that  the  committee  will  give  thoughtful  consideration  to  these  views 
in  acting  oil  tho  bill  before  it. 

The  House  Appropriation.*  Committee  in  acting  on  the  appropriation  bill  set 
out  n directive  relating  to  one  account  and  a denial  of  funds  relating  to  two  others, 
us  to  which,  however,  no  limitations  were  stated  in  tho  legislation,  The  views  of 
tho  oxeeutivo  branch  on  each  of  these  items  are  set  out  in  detail  in  annex  C. 

Sincerely  yours, 

Douolab  Dillon,  Acting  Secretary. 


Annex  A-l 

Request  for  Restoration  of  $100  Million  in  Military  Assistance 

Appropriation 

The  executive  branch  requested  $1,6  billion  in  new  oblige, t tonal  authority  for 
fiscal  year  1000  to  cover  the  U,B.  contribution  of  military  materiel  mid  training 
assistance  to  tho  collective  security  effort  which  t tic  United  States  hits  established 
with  over  40  free  world  nations.  The  Congress  has  authorised  the  appropriation 
of  $1,400  million.  The  appropriations  hill  as  passed  by  the  House  provides 
$1,300  million. 

Tho  Preside  tit  in  his  message  to  Congress  oil  tho  mutual  security  program  said: 
'‘This  amount  in  far  Ixdow  that  needed  for  our  share  of  tho  cost  of  improving,  or 
even  providing,  essent  ial  maintenance  for  the  forces  of  our  allies.  It  is  a minimum 
figure  necessary  to  prevent  serious  deterioration  of  our  collective  defense  system.** 
Tno  President  also  pointed  out  that  this  Is  the  minimal  sum  needed  to  continuo 
a sufficient  flow  of  materials  and  training  for  tho  year  evert  by  further  cannibalising 
the  pipeline— already  reduced  to  tho  point  where  flexibility  is  difficult. 
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The  President's  Committee  To  Study  t ho  U.S.  Military  Assistance  Program 
{ Dra|*T  Committee)  concluded  tliat  tin;  President's  request  for  fiscal  yt*ar  1060 
funds  for  the  military  assistance  program  was  in  fart  too  low  and  recommended 
that  an  additional  $100  million,  primarily  for  the  NATO  area,  hut  to  some  degree 
for  tho  loir  Mast  as  well,  should  l*>  added  to  his  request.  Th«  Committee  fait 
that  advanced  weapons,  missiles,  various  typos  of  modern  aircraft,  and  a ls-tter 
uir  warning  system  were  vitally  needed  hy  NATO  forces.  Tho  President  in 
transmitting  the  Committee’s  interim  report  to  the  Congress  on  April  ’ill,  1 il 50. 
indicated  Oiat  "The  unanimous  (hidings  of  the  Commit  ten  in  its  interim  report 
Confirm  the  iuqs-rntive  need  for  Congress  to  authorize  and  appropriate  the  full 
amount  requesti-d"  and  added  that  “it  may  well  lie  that  tin*  carrying  out  of  tho 
essential  equipment  and  training  program,  including  the  force  modernization 
recommended  hy  the  Committee,  will  require  additional  authority  to  obligate 
funds  iu  fiscal  year  IfltiO.  I'micmhtedly,  more  funds  will  lie  required  should  tho 
Congress  fail  to  appropriate  the  full  amount  already  requested." 

During  the  hearings  on  t he  mutual  security  program,  executive  branch  witnesses 
have  emphatically  indicated  that  the  threat  to  the  free  world  is  not  decreasing. 
Today,  those  who  would  enslave  freemen  everywhere  urn  embarked  upon  broad 
programs  in  tho  military,  economic,  political,  and  psychological  fields,  all  designed 
to  destroy  the  free  world.  These  are  the  cold  and  brutal  facts  of  life  in  the  world 
today. 

Our  free  world  alliance  is  essential  to  our  own  national  security,  There  cun  bo 
no  question  about  tbe  objective  of  tbc  U S.  defense  program.  It  is  to  maintain 
u military  position  of  such  strength  that  first,  no  nation  will  attack  us  because  it 
will  know  that  we  can  inflict  unacceptable  damage  on  it  in  return;  and  second, 
local  situations  of  tension  can  bo  prevent'd  from  breaking  into  war  or  can  bo 
contained  if  military  conflict  does  begin.  This  means  that  wo  must  have  mili- 
tary strength  not  only  oil  this  continent,  but  In  the  whole  periphery  of  the  free 
world  where  aggression  is  apt  to  occur. 

With  these  purposes  in  mind,  we  have  now  aided  our  allies  to  develop  and 
support  ground  forces  of  more  limn  5 million  men  stationed  on  their  home  soil 
at  points  along  the  Communist  frontier  where  the  danger  of  local  aggression  is 
the  greatest.  Those  nutions  now  man  air  forces  of  some  60,000  aircraft,  of  which 
nearly  1-1,000  are  jets.  They  also  man  some  2.600  naval  vessels.  And  they  have 
made  available  to  us  for  our  use  some  250  oases  in  strategic  locations— bases 
which  are  essential  to  the  full  effectiveness  of  the  deterrent  power  of  our  mvn  air 
ami  naval  forces.  One  of  our  allies  has  already  made  its  territory  available  for 
intermediate  range  ballistic  missile  bases  and  these  have  been  i-stalmshed — enor- 
mously increasing  the  deterrent  power  of  the  free  world.  Negotiations  are  under 
wnv  with  other  allies  for  the  establishment  of  I HUM  sites  on  their  territory  also, 
ft  would  bo  shortsighted,  Indeed,  if  the  United  States  spent  over  $10  billion  on 
its  own  forces  and  then  declined  to  spend  the  much  smaller  sum — approximately 
ft  percent — needed  to  maintain  and  modernize  lint  forces  of  our  allies  which  nr© 
essential  to  our  whole  defensive  concept,  mid  without  which  our  own  military 
expenditures  would  have  to  be  enormously  increased. 

As  the  President  has  said,  it  will  be  impossible  for  us  to  raise  and  maintain 
forces  of  equal  strength  and  with  the  immeasurable  value  of  strategic  location 
without  the  strength  of  these  allies  -our  own  Nation  would  Inevitably  become  an 
armed  camp,  our  youth  would  In-  subjected  to  a heavily  increased  draft  arid  the 
cost  in  dollars  would  he  many  billions  almve  the  present,  total  of  our  combined 
Dennrlnirnt  of  Defense  and  military  assistance  budgets. 

The  idly  enacted  authorizing  bill  provided  for  an  authorization  of  $1.4 

billion,  in  lieu  of  the  $1.6  billion  requested. 

l*i eliininnry  analysis  indicates  that  the  following  adjustments  will  have  to  bo 
made  to  (in-  planned  fiscal  year  UlftO  program,  as  a result  of  the  reduction: 

Kuropr 

Curtail  modernization  programs  for  missiles  and  related  equipment  and  certain 
lighter  and  naval  patrol  aircraft. 

,Viur  Hast 

Virtually  eliminates  fiscal  year  Ifififi  programing  of  funds  for  construction  proj- 
ects; reduce  programs  for  ammunition,  medium  tanks  and  fighter  aircraft;  and 
curtail  replacement  of  naval  vessels. 

Far  Dozl 

Eliminate  programing  of  modern  naval  aircraft  for  antisubmarine  warfare 
(82K);  coastal  mi m sweepers  (MSC);  certain  auxiliary  naval  craft;  light  and 
medium  tanks  anti  tank-recovery  vehicles. 
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Delays  t Ik*  reactivation  of  a U.R,  naval  destroyer  ami  two  dost  rover  escorts  to 
he  loaned  to  four  Latin  American  countries  to  replace  obsolete  vessels  in  their 
llcets  and  cuts  in  half  the  funds  required  for  credit  financing  of  military  eqitipment 
sales  to  a major  Latin  American  country. 

It  should  he  noted  that  because  of  the  need  to  continue  the  support  and  mainte- 
nance of  basic  forces  already  in  being,  the  probable  deletions  will  nece.ssarilv  be 
particularly  heavy  in  items  and  projects  designed  to  provide  much  needed  modern- 
ization, These  projects  had  been  recommended  for  (iimnciiiK  in  llseal  year  lOfil) 
even  under  an  austere  program  They  will  now  have  to  be  deferred  with  a result- 
ant increase  in  the  military  risk,  ft  veil  if  these  requirements  are  ultimately 
added  to  later  authorizations  and  appropriation*,  the  time  lost  now  cannot  bo 
fully  recovered.  More  importantly  such  deferments  limit  forward  planning  and 
jeopardize  the  free  world’s  ability  to  counter  the  military  strength  of  the  Com- 
munist bloc.  This  could  well  tempt  the  Soviet  bloc  to  reckless  actions  designed 
to  probe  the  arena  of  weakness  which  result  from  the  reduced  aid  availabilities. 

The  impact  of  the  cut  as  enumerated  above  is,  in  t ho  opinion  of  tin*  executive 
branch,  most  serious  and  increases  the  calculated  risk  to  the  United  States  and 
free  world  security  vis-a-vis  Communist  activity.  It  jeopardizes  the  prospect  of 
carrying  out  a plan  for  the  orderly  maintenance  and  modernization  of  allied  forces 
which  the  best  military  judgment  considers  essential  to  our  security.  Moreover, 
in  each  area  of  the  world  vital  foreign  policy  objectives  may  be  threatened  by 
these  reductions.  In  certain  cases  the  downward  revisions  are  likely  to  be  inter- 
preted as  n significant  basic  change  in  U.S.  policy.  Several  of  our  allies  arc 
counting  on  additional  aid,  which  it  should  lie  recalled,  is  In  every  instance 
matched  by  significant  domestic  contributions  of  finances  arid  manpower,  to  help 
them  overcome  critical  deficiencies  in  their  military  establishments. 

To  fail  to  provide  this  assistance  will  not  only  disrupt  their  planning  efforts  but, 
more  importantly,  may  throw  into  serious  doubt  the  sincerity  of  U.S.  pledges  to 
assist  them  in  their  efforts  to  resist  Communist  threats  and  blandishments.  The 
gradual  weakening  of  our  collective  defense  system  by  fiscal  erosion  could  have 
no  other  meaning  to  our  allies  than  that  we  arc  slackening  our  interest  lit  them 
and  in  our  alliances. 

The  effect  of  the  further  reduction  ($100  million)  recommended  by  Llm  Honso 
Appropriations  Committee  would  be  to  impair  further  the  strength  of  our  world- 
wide collective  security  system.  The  executive  brunch  requests  the  restoration 
of  this  figure  to  the  full  $1,100  million  authorized. 


Annkx  A-2 

ItKQi:>;»T  roit  Ukstoiiation  or  $51  Mii.uon  in  Di:kk\sk  SretmaT 

AmiUHtlATIONB 

The  executive  branch  requester!  $$05  million  in  new  obligatinnal  authority 
for  fiscal  year  Mbit)  for  defense  support.  The  Congress  has  authorized  the  appro- 
priation of  $751  million  and  the  appropriations  bill  as  passed  by  the  llouso 
provides  $700  million.  This  eornpnres  with  the  fiscal  year  1050  appropriation  of 
$750  million  and  actual  10511  obligations  of  $$<)$  million, 

Defense  support  is  tin  indispensable  element  of  the  D.S.  collective  security 
system,  It  provides  economic  aid  to  111  nations  to  enable  them  to  support  our 
common  defense  with  significant  military  forces  beyond  their  enpneity  to  support 
unaided.  This  economic  assistance  is  essential  Imth  for  their  general  political 
ami  economic  stability  and  to  make  possible  flair  military  contribution.  Of 
these  |!f  nations,  II  -Greece,  Turkey,  Iran,  Pakistan,  Thailand,  Cambodia, 
Laos,  Vietnam,  the  Philippines,  the  Republic  of  Chinn,  mid  Korea  rim  the  perim- 
eter of  Hie  Sinn-Soviet  bloc  together  they  provide  nearly  II  million  armed  forces  — 
nearly  one-half  the  forces  of  the  free  world.  These  forces  area  valuable  deterrent 
to  aggression  and  a means  of  effective  defense  involving  less  risk  of  spreading  the 
war  than  if  U.S.  forces  were  used.  The  12th  nation,  Spain,  provides  important 
air  and  naval  bases  to  the  United  States, 

The  Communist  threat,  against  the  free  world  and  particularly  against  theso 
uulions  in  its  borders  lias  increased  in  intensity  amt  versatility.  The  Com- 
munist bloc  can  be  relied  upon  to  probe  and  exploit  any  suspected  weakness 
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in  the  free  world  defense*.  While  their  efforts  mid  fr kill  at  economic  penetration 
have  increased,  thore  is  no  evideirce  that  the  military  threat  has  in  any  way 
diminished. 

There  is  considerable  evidence  to  the  contrary. 

(1)  lit  the  Far  Fast  the  Red  Chinese  have  fiercely  attacked  the  offshore  Islands 
and  pressed  their  claim  us  the  legitimate  Government  of  China.  Tiie  Communist 
Vietminh  have  launched  an  insidious  campaign  of  infiltration  and  terror  in 
Vietnam  which  has  featured  nightly  assassinations  of  Vietnamese  officials  and 
has  already  taken  thu  lives  of  two  Americans.  Luos,  a weak  nation  with  over 
600  miles  of  common  border  with  tho  Communist  bloc,  has  a vigorous  Communist 
clement  within  its  Government  and  regular  Communist  forces  roaming  its  terri- 
tory. These  forces  are  at  this  moment  in  rovolt  against  the  Government  and  are 
supported  by  Communist  Vietminh. 

(2)  In  the  Near  East  the  Communists  are  exploiting  fear  of  retaliation  and 
economic  weakness  to  attempt  to  weaken  Greece's  contribution  to  NATO.  Iran, 
although  it  has  rejected  a Soviet  bilateral  security  offer,  is  under  continual  Com- 
munist pressure  and  faces  an  added  threat  from  tho  political  instability  in  Iran. 

Without  adequate  defense  support — both  as  a diroot  source  of  military  strength 
and  as  a tangible  Bymbol  of  continued  U.H.  sup[>ort  — the  tusk  of  resisting 
inexorable  Communist  pressure  will  be  magnified. 

Hut  defense  support  dot's  more  than  contribute  to  a defense  against  military 
threats.  It  contributes  ton  firm  economic  and  political  base  In  these  12  relatively 
weak,  in  some  cases  new  nations  beset  by  a variety  of  overwhelming  problems. 
Without  political  stability  and  economic  vigor,  military  forces  become  a delusion 
and  a facade.  Such  a situation  Is  ready-made  for  a Communist  victory  by  default 
without  a shot  being  fired.  Four  examples  of  the  role  of  defense  support  in  this 
respect  are  worth  citing, 

(1)  Pakistan,  with  a new,  promising  Government  and  heavy  military  oblltations, 
is  in  an  extremely  precarious  economic  situation.  A rapidly  growing  population, 
declining  markets  for  its  exports,  /ailing  foreign  excliangc  reserve,  and  idle  victories 
and  manpower  characterise  a country  on  the  margin  of  privation,  or  even  starva- 
tion. This  situation  allows  very  little  flexibility  in  U.S.  aid  levels.  Defense 
support  is  virtually  tho  margin  of  survival. 

(2)  Korea,  with  an  army  two-thirds  (lie  size  of  that  of  the  United  States  and 
limited  natural  resources,  must  struggle  to  increase  production  and  employment 
spare  with  its  growing  population  Just  to  maintain  Its  already  low’  standard  of 
living. 

(3)  Turkey  lias  recently  undertaken  a broad  stabilization  program  designed  (o 
revitalize  its  economy.  f)efeiise  support  has  made  a major  contribution  to  that, 
effort . Sharp  reductions  would  jeopardize  the  stabilization  program,  lessen  her 

firoH|K'ClH  for  self-mi Uicicncy,  ami  raise  doubts  about  U.S.  Interest  in  Turkey’s 
ong-nm  economic  growth. 

(>l)  C'amhodia  is  a favorite  Communist  target  for  economic  penetration.  Grant 
aid  and  at  tractive  trade  proposals  are  among  tcclinhtiiea  used.  Any  lessening  of 
free  world  supimrl  might  make  it  increasingly  difficult  for  a weak  nation  to  resist 
the  pressure. 

It  dtss  not  follow  that  reductions  in  military  assistance — assuming  for  the 
minute  that  they  were  desirable -would  justify  reductions  in  defense  support. 
Defense  support  requirements  do  not  hear  a precise  relationship  to  the  size  of  the 
military  assistance  program  in  the  12  recipient  countries.  Chits  in  military 
assistance  will  not  necessarily  lead  to  reductions  in  country  military  budgets  or 
force  levels.  Moreover,  each  of  these  nations  is  so  poor  that  It  will  continue  to 
need  economic  support  irrespective  of  its  military  burden. 

The  only  way  that  defense  support  reductions  can  be  comjH'iisaled  for  will  be 
tiy  drawing  down  i.,iu,iitorien  ami  foreign  exchange  reserves,  deficit  financing  to 
meet  military  budget  renulrements,  and  depleting  the  defense  support  pipeline 
below  safety  levels,  Buell  measures,  however,  will  only  delay  progress  toward 
greater  self-su/Iiriencv,  and  will  only  postpone  the  time  when  It  may  be  possible 
to  shift  the  burden  oi1  the  support  of  these  forces  from  the  United  States. 

The  cut  In  the  authorization  level  to  $7f>l  million  Is  a matter  for  serious  concern 
in  the  administration  of  tho  program.  The  cut  in  the  House  appropriation  bill 
is  regarded  as  truly  dangerous.  The  executive  branch  urges  the  restoration  of 
this  figure  to  tho  bill  amount  authorized. 
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Annex  A-3 

liny  test  for  Restoration  of  $150  Million  for  Development  Loan  Fond 
for  Fiscal  Year  1000  and  for  Ai'fkoi'hiaiion  of  $500  Million  for  Fiscal 
Year  1061 

Tlii)  executive  branch requested  and  Congress  I ms  authorized  the  appropriution 
of  4700  million  for  additional  capital  for  the  Development  Loan  Fund  for  tiseal 
Year  1000.  Congress  lies  also  authorized  a forward  appropriation  now  of  $1.1 
billion  for  iiseul  year  J 001  and  the  President  has  requested  the  appropriation  now 
of  $.'1)0  million  of  this.  The  appropriations  lull  as  passed  by  the  House  would 
provide  only  $550  million  for  fiscal  year  1100  and  nothing  for  fiscal  year  1901. 

THE  HEyUEST  FOR  FISCAL  YEAR  HWU 

The  appropriation  of  $700  million  for  fiscal  year  1000  would  enable  the  DLF 
to  eoiilinue  to  operate  at  about,  its  current  level  of  activity.  The  cut  recom- 
mended by  the  House  hill  would  seriously  reduce  this  level' which  is  even  now 
clearly  at  a minimum  in  meeting  foreign  policy  objectives. 

The  DLF  has  thus  fur  hud  appropriated  to  it  $S5l)  million.  During  the  past 
year  and  a half  of  active  operations  the  DLF  has  proved  its  ability  to  use  these 
funds  effectively.  AN  toil  a small  part  of  these  funds  is  already  committed. 

A’ummary  data  on  DLF  tending  activity 

(Cumulative  through  July  37,  1359,  In  Ihouaunds) 


Appropr'atioiis...... $850,  000 


Loan  CJinmitmcnts  against  available  funds i 836,  550 

Administrative  expenses 1,  250 


Not  available  for  loans 13,  104 


Loans  and  guarantee  agreements  signed  (obligations) 031,  .356 

Expenditures * 67,  004 

Proposals  under  consideration. 1,  614,  630 

Total  proposals  received 3,  200,  053 


i Includes  117,300  loans  salhorltod  whoro  letter!  of  advice  w»re  allll  pen<Jlrie, 

i Etilmate. 

The  significant  figure  here  is  the  $835  million  of  commitments.  A commit- 
ment represents  full  approval  of  a proposal  by  the  DLF  Board  and  in  most  cases 
public  notification  and  announcement.  Funds  are  set  aside.  The  U.S,  Govern- 
ment is  committed  and  to  all  Intents  and  purposes  this  constitutes  an  obligation, 
though  formal  obligation  may  not  take  place  for  some  time  with  the  signing  of  a 
final  loan  agreement. 

The  DLF  was  established  by  Congress  to  provide  significant  U.S.  economic 
assistance  to  the  development  of  underdeveloped  countries  of  the  free  world  and 
to  provide  this  assistance  on  a loan  basis  to  sound  projects. 

Repeated  congressional,  executive  branch,  anti  private  studies  have  concluded 
that  such  assist anco  for  economic  development  is  of  highest  priority  in  U.S. 
security  and  foreign  policy  interests.  The  Draper  Committee  has  most  recently 
reexamined  this  matter  and  has  concluded  that  the  $700  million  is  minimal  for  the 
DLF  for  this  year  and  that  “starting  in  fiscal  year  1061,  funds  should  lie  made 
available  for  development  lending  under  the  mutual  security  program  at  the  rate 
of  at  least  $1  billion  a year.” 

It  is  this  form  of  assistance  which  Uolils  out  the  real  hope  for  the  kind  of  lasting 
economic  progress  which  must  he  made  before  wo  can  realistically  expect  the 
phasing  out  ut  U.S.  grant  economic  assistance  to  many  countries  now  overbur- 
dened by  the  cost  of  security  and  of  maintaining  economic  and  political  stability 
in  the  face  of  internal  and  cold  war  emergencies. 

To  reduce  the  additional  capital  for  fiscal  year  1060  below  the  $700  million 
authorized  would  seriously  Impair  the  possibilities  for  this  progress  and  for  relief 
from  (his  burden  on  the  United  States  and  would  in  ninny  countries  limit  the 
means  necessary  for  satisfactory  development  through  free  processes. 
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THE  $500  MILLION  REQUEST  FOR  FISCAL  YEAR  1961 

Every  objective  study  of  development  financing  has  concluded  that  continuity 
of  funding  is  as  important  to  development  as  an  adequate  level  of  activity.  Such 
studies  have  also  concluded  that  loans  for  development  should  be  increased  in 
the  next  year  or  so  to  a rate  of  approximately  a billion  dollars  annually.  This 
thought  apparently  underlay  the  2-yeor  authorization  proposed  by  the  Senate 
and  recently  enacted  by  the  Congress  as  a compromise  from  a far  longer  range 
proposal  for  full  financing  for  5 years, 

The  $500  million  requested  by  the  President  to  be  appropriated  now  and  to 
become  available  In  fiscal  year  1961  is  intended  to  provide  an  important  first  step 
toward  establishing  the  DLF  on  a sound  banking  basis  with  at  least  some  capital 
on  hand  for  next  year.  Any  additional  amounts  for  the  fiscal  year  1961  will  be 
dependent  upon  conditions  then  existing  and  the  need  to  maintain  DLF  operations 
at  a desirable  level.  The  availability  of  this  appropriation  would  enable  conti- 
nuity in  operations  and  improved  planning  in  the  use  of  DLF  resources.  It 
Would  promote  more  comprehensive  measures  of  self-help  by  borrowers  and 
encourage  careful  planning  in  the  preparation  of  development  projects.  It  would 
tend  to  reduce  the  pressure  for  advance  allocation  of  funds. 

Despite  the  specific  consideration  given  this  matter  in  the  authorizing  legislation 
and  the  urgent  request  of  the  President,  the  House  Appropriations  Committee 
took  no  action  toward  recommending  the  appropriation  and  it  was  given  no 
consideration  in  the  House  bill.  This  would  seem  shortsighted  in  terms  of  orderly 
and  efficient  financial  management  and  would  seem  clearly  contrary  to  congres- 
sional intent.  Further,  the  elimination  of  this  minimal  element  of  continuity 
would  make  even  more  serious  any  cut  in  the  $700  million  for  fiscal  year  1960. 
Such  action  would  inevitably  cast  doubt  on  the  future  activity  of  DLF  and  would 
suggest  to  our  friends  abroad  a lack  of  resolution  to  stand  ready  to  provide  the 
significant  and  continuous  assistance  needed  by  them  in  their  efforts  for  peaceful 
free  development  over  the  critical  years  ahead. 

a 

CONCLUSION 

The  executive  branch  urges  the  appropriation  of  the  full  $700  million  authorized 
for  the  Development  Loan  Fund  for  fiscal  year  1960  and  the  $500  million  requested 
by  the  President  to  be  appropriated  now  to  become  available  in  fiscal  year  1961 
under  the  authorization  of  $1.1  billion  provided  by  the  authorizing  legislation. 


Annex  A-3a 

Request  for  Restoration  of  $300,000  for  Development  Loan  Fund 
Administrative  Expenses 

The  Development  Loan  Fund  requested  an  administrative  expense  limitation 
for  fiscal  year  1960  of  $2,050,000  within  the  funds  to  be  appropriated  for  additions 
to  DLF  capital.  The  appropriation  bill  as  passed  by  the  House  would  reduce  the 
limitation  to  $1,750,000.  Such  a cut  would  be  very  damaging,  imperiling  effective 
management. 

The  executive  branch  does  not  plan  on  a large  DLF  staff,  but  it  is  essential  to 
prooeed  with  its  careful  buildup  to  the  minimum  level  necessary  to  carry  out  its 
functions.  The  utilization  of  resources  of  other  Government  agencies  on  a 
reimbursable  basis  Is  contemplated  so  as  to  permit  a DLF  staffing  pattern  for 
fiscal  year  1960  of  only  103  persons  who  would  be  responsible  for  a highly  complex 
financial  operation  that  will  be  in  the  magnitude  of  $1.5  billion.  Forced  reductions 
from  this  level  of  DLF  employment,  and  cutbacks  in  reimbursements  to  other 
agencies,  would  result  in  administrative  shortcuts  that  imperil  effective  manage- 
ment and  invite  the  type  of  maladministration  that  has  been  widely  deplored. 
It  would  be  a clear  case  of  pennywise  and  pound  foolish. 

The  reduction  proposed  would  have  a oritical  impact  on  DLF  operations: 

(1)  Since  the  DLF  is  a new  organization,  it  began  fiscal  year  1959  with  a low 
level  of  employment  and  slowly  built  up  its  staff  to  its  present  level.  Thus,  just 
to  annualize  at  present  levels  would  require  substantially  higher  administrative 
funds  than  were  required  in  fiscal  year  1959 
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(2)  The  DLF  workload  would  be  substantially  higher  in  fiscal  year  I960  than 
in  the  past  because  of  the  time  and  attention  that  will  have  to  be  devoted  to  the 
highly  important  work  of  implementing  loans  authorized  in  the  past.  In  addition 
there  will  be  the  workload  which  accounted  for  most  of  this  year’s  staff  time — 
namely,  the  processing  of  new  loan  applications. 

(3)  In  projecting  its  fiscal  year  I960  administrative  expenses,  DLF  utilized 
minimum  estimates  relating  to  financial  administration  and  auditing  operations 
in  Washington  and  abroad.  At  the  same  time  that  the  Congress  is  emphasizing 
the  need  for  more  effective  administration  and  has  authorized  the  establishment 
of  an  inspector  general  and  comptroller  for  the  mutual  securit  y program,  it  would, 
through  a cut  in  DLF  administrative  funds,  force  the  DLF  to  cut  back  from 
executive  branch  estimates  of  the  staff  necessury  to  assure  the  efficient  adminis- 
tration of  DLF  loan  funds. 

(4)  One  of  the  major  lessons  learned  in  DLF’s  18  months  of  operation  is  the 
urgent  need  for  DLF  staff  to  spend  much  time  in  the  field  evaluating  loan  appli- 
cations and  chocking  projects  underway.  In  previous  months  it  has  not  been 
possible  to  free  staff  as  much  as  seemed  desirable  for  field  inspection.  Now,  at  a 
time  when  increased  implementation  activity  is  underway,  the  DLF  would  have 
neither  sufficient  funds  for  essential  travel  nor  sufficient  personnel  to  send  out  if 
the  cut  in  administrative  funds  is  maintained, 

(5)  The  provisions  of  the  authorization  act  reducing  the  reserve  requirements 
for  DLF  guarantees  are  intended  to  expand  private  participation  through  this 
means  in  DLF  loans.  This  is  a desirable  measure  and  forward  step,  but  may 
have  manpower  implications  that  could  not  be  absorlied  within  the  total  DLF 
administrative  expense  limitation  if  the  committee  cut  is  maintained. 

(6)  Since  developing  the  administrative  estimates,  it  has  been  found  necessary 
to  establish  a central  files  unit  which  has  further  increased  the  personnel  require- 
ments of  DLF. 


Annex  A-4 

Request  you  the  Restoration  of  $25.6  Million  in  Bilateral  Technical 

Cooperation 

The  executive  branch  has  requested,  and  the  Congress  has  authorized,  $179.5 
million  for  bilateral  technical  cooperation  in  fiscal  year  1960.  The  appropriations 
bill  as  passed  by  the  House  contains  only  $150  million  for  this  purpose,  the  same 
amount  as  was  authorized  and  appropriated  for  fiscal  year  1959.  It  will  allow 
nothing  for  extremely  important  small  increases  planned  for  fiscal  year  I960. 

This  reduction,  in  a small  but  highly  effective  program,  appears  to  be  short- 
sighted. The  magnitude  of  the  need  which  the  program  is  designed  to  meet  and 
the  opportunity  it  provides  for  America  to  strike  a telling  blow  against  ignorance 
and  disease  call  for  vision  not  for  parsimony. 

Motivated  by  both  humanitarianism  and  enlightened  self-interest,  technical 
cooperation  is  one  of  the  most  effective  oversea  programs  ever  initiated  by  the 
United  States.  It  bring  political  and  psychological — as  well  as  economic — benefits. 
It  is  a means  of  uniting  Americans  ana  the  people  of  the  lesser  developed  nations 
in  a common  attack  on  problems  of  economic  growth,  education,  health,  and 
human  dignity.  In  proportion  to  its  coBts,  the  returns  are  great. 

The  effects  of  this  cut  of  nearly  one-sixth  of  the  proposed  program  for  fiscal  year 
1960  will  be  felt  in  many  of  the  underdeveloped  nations  of  the  free  world. 

Technical  cooperation  has  played  a major  role  in  our  foreign  policy  in  the 
Western  Hemisphere.  The  executive  branch  has  proposed  a 25  percent  expansion 
in  Latin  American  technical  cooperation.  While  this  expansion  is  large  in  terms  of 
percentage,  the  money  required  ($9  million)  is  not  large  and  the  policy  reasons 
for  the  expansion  are  demanding.  It  makes  no  sense  to  provide  for  expanded 
capital  flow  to  our  neighbors  through  the  DLF,  IBRD,  the  new  Inter-American 
Bank  and  the  Export-Import  Bank,  If  we  do  not  at  the  same  time  enable  a develop- 
ment of  the  human  and  institutional  resources  to  absorb  and  utilize  effectively 
this  capital  flow. 

The  increase  requested  for  fiscal  year  1980  is  also  intended  to  allow  close  to  a 
50-percent  expansion  for  Africa  for  only  $6.3  million.  The  Senate  Committee  on 
Foreign  Relations  "welcomed  tho  increased  activity  in  Africa."  The  Continent 
of  Africa,  witnessing  a succession  of  newly  independent  nations,  and  the  awaken- 
ing of  political  freedoms  and  ambitions,  is  rapidly  becoming  a major  battleground 
for  men's  minds.  Ghana,  Guinea,  and  Tunisia  have  just  achieved  nationhood, 
with  Nigeria,  Somalia,  and  others  to  soon  follow.  These  nations  are  rich  in  human 
energy  and  natural  resources,  but  are  deficient  in  the  skills  required  for  effective 
government  and  technical  progress.  It  is  imperative  that  the  United  States  share 
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its  knowledge  with  these  eager  and  promising  peoples.  The  Communists  will  not 
fail  to  exploit  any  opportunities  we  thrust  upon  them.  Tne  coet  is  low  and  the 
stakes  are  high.  In  Asia,  the  inoreaaes  requested  are  relatively  small.  In  coun- 
tries supporting  largo  military  forties,  Technical  cooperation  is  a moans  of  stimu- 
lating economic  development  and  self-sufficiency — thus  decreasing  the  long-run 
cost  to  the  United  States. 

In  fiscal  year  1959  well  over  99  percent  of  the  funds  available  for  the  general 
purposes  of  technical  cooperation  was  effectively  obligated  and  the  base  was  laid 
for  a substantial  expansion  of  this  program  in  fiscal  year  1960.  Thore  was  a bal- 
ance of  some  $3  million  remaining  out  of  the  $8  million  specially  authorized  by 
Congress  for  strengthening  the  training  and  personnel  aspects  of  the  program  wnich 
tne  executive  branch  did  not  use  for  other  technical  cooperation  purposes — even 
though  the  need  existed — because  of  the  special  purpose  for  which  it  was  made 
available  by  Congress. 

Throughout  fiscal  year  1959,  the  proposed  fiscal  year  I960  technical  cooperation 
program  has  been  under  review  on  the  basis  of  experience,  to  determine  whether 
the  proposed  expansion  could  bo  effectively  implemented,  primarily  in  terms  of 
recruitment  of  American  technicians  and  training  of  foreign  nationals.  This 
review  leaves  us  confident  that  an  expanded  program  can  be  successfully  imple- 
mented. 

Restoration  of  $25.6  million  of  the  House  reduction  of  $29.5  million  would,  to- 
gether with  the  carryover  of  the  estimated  $3.9  million  of  prior  year  unobligated 
funds,  provide  t he  $179.5  million  requested  by  the  President  for  fiscal  year  I960, 
The  executive  branch  requests  that  this  restoration  be  made. 


Annex  A-5 

Request  fob  Restoration  of  $47.5  Million  in  Special  Assistance 

The  President  renuested  $272  million  for  special  assistance.  The  authorization 
bill  nrovides  for  $247.5  million.  The  appropriation  bill  as  passed  by  the  House 
provides  only  $200  million,  or  $72  million  below  the  amount  originally  requested. 
The  fiscal  year  1959  appropriation  for  special  assistance  was  $200  million,  but 
actual  obligations  were  $278.2  million,  which  made  necessary  the  use  of  the 
President’s  contingency  fund  and  other  sources  totaling  $78.2  million.  Thus 
special  assistance  has  taken  the  sharpest  reduction  of  all  categories. 

Special  assistance  is  an  important  and  flexible  instrument  for  promoting  U.S. 
policy  objectives  in  a variety  of  special  circumstances.  It  enables  the  maintenance 
of  political  and  economic  stability  in  certain  countries  where  we  enjoy  military 
rights  of  significant  strategic  importance,  such  as  Morocco  and  Libya,  and  in 
others,  such  ns  Jordan,  where  the  alternative  might  be  chaos  not  only  in  the 
country  itself  but  in  the  entire  region  in  which  it  is  located. 

It  is  also  used  to  oounter  Soviet  economic  thrusts  in  a number  of  other  nations; 
it  is  used  to  demonstrate  our  continued  interest  in  the  people  of  beleaguered  Berlin. 

Special  assistance  is  also  needed  for  certain  health  programs,  such  as  the 
dramatic  and  highly  successful  program  for  malaria  eradication,  for  help  to 
American-sponsored  schools  abroad,  for  the  support  of  the  U.N.  Emergency 
Force  which  contributes  so  significantly  to  preserving  order  in  the  Middle  East, 
and  for  other  matters. 

Special  assistance  is  also  authorized  this  year  for  new  programs  to  solve  problems 
of  pure  water  supply,  to  provide  for  increased  international  medical  research  and 
to  give  incentives  to  the  increased  investment  of  private  capital  in  underdeveloped 
areas  which  is  prerequisite  to  the  ultimate  reduction  of  our  grant  assistance. 

Special  assistance  programs  can  be  classified  into  three  groups:  (1)  Those 
which  necessarily  must  be  increased  over  last  year's  level;  (2)  those  which  are 
relatively  inflexible;  and  (3)  those  which  would  have  to  bear  the  brunt  of  the 
reduction  of  funds  available  for  special  assistance. 

PROGRAMS  REQUIRING  INCREASES 

The  malaria  eradication  program  is  both  an  important  humanitarian  program, 
and  a most  important  economic  program.  We  are  now  approaching  the  third  or 
peak  year  of  this  program.  If  eradication  is  to  be  achieved  we  must  proceed  with 
the  original  plan  which  calls  for  an  increase  in  funds  this  year  of  $10  million  over 
last  year.  Last  year,  $25  million  was  provided,  and  this  year  $36  million  is 
required.  This  increase  is  required  if  the  momentum  of  this  program  is  not  to 
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be  lost.  If  this  activity  does  not  accelerate  as  planned  from  a technical  point  of 
view,  there  is  danger  that  the  advances  made  to  date  would  be  lost,  jeopardizing 
much  of  the  U.S.  investment  made. 

At  the  meeting  of  the  Baghdad  Pact  nations  in  January  1958,  Secretary  Dulles 
committed  the  United  States  to  providing  up  to  $10  million  for  a vital  telecom- 
munications link  between  the  capitals  of  the  Middle  Eastern  members  of  the  pact. 
It  is  anticipated  that,  although  no  funds  were  required  last  year,  at  least  $5 
million  will  have  to  bo  provided  for  fiscal  year  i960. 

The  United  Nations  Emergency  Force  requires  a voluntary  U.S,  contribution 
of  $3.5  million  for  this  year.  Lust  year  the  U.S.  contribution  was  met  out  of  the 
excess  of  a prior  year  contribution.  This  force  is  essential  for  security  in  the 
Suez  area,  and  there  is  no  reasonable  alternative  to  U.S.  support  of  this  U.N. 
Force. 

FROflRAMS  WHICH  ARE  RELATIVELY  INFLEXIBLE 

There  arc  several  programs  which  because  of  political  commitments  or  the 
specific  nature  of  the  U.S.  interests  are  either  fixed  or  relatively  inflexible. 

Two  examples  can  be  given: 

1.  Libya . — The  special  U.S.  interests  in  Libya  involve  the  continued  operation 
of  U.S.  military  installations  and  the  maintenance  of  Libyan  pro- Western  orienta- 
tion in  this  criticnl  Africa  area. 

2.  Jordan. — The  preservation  of  the  independence  and  political  integrity  of 
Jordan  is  essential  to  peace  and  stability  in  tne  Middle  East  and  thus  is  vital  to 
U.S.  interests.  Failure  to  maintain  conditions  of  stability  in  Jordan  would 
have  rcpercu&sions  throughout  the  area.  In  view  of  its  limited  resources,  tho 
Government  cannot  even  maintain  normal  Government  expenditures  much  leas 
maintain  present  military  forces  and  carry  forward  an  economic  development 
program,  without  major  external  assistance. 

PROGRAMS  THAT  WOULD  SUFFER  REDUCTION  UNDER  TIIE  PROPOSED  CUT  IN  SPECIAL 

ASSISTANCE 

The  programs  that  must  be  increased  (malaria  eradication,  Baghdad  Pact,  and 
United  Nations  Emergency  Force)  and  the  relatively  inflexible  programs  were 
proposed  for  $154.5  million  in  fiscal  vear  I960.  No  significant  reductions  are 
passible  within  this  amount.  Therefore,  the  House  appropriation  level  onlv 
leaves  the  difference  between  this  $154.5  million  and  $200  million;  namelv,  $45.5 
million,  to  carry  out  all  of  the  remaining  special  assistance  programs.  Among  the 
principal  remaining  programs  to  be  financed  at  this  recommended  level  of  appro- 
priation are  the  following  13  programs:  Berlin,  Bolivia,  Yugoslavia,  Indonesia, 
Sudan,  Nepal,  Ethiopia,  Liberia,  Tunisia,  Somalia,  Afghanistan,  Haiti,  and  the 
American  schools.  Last  yearf  these  same  13  programs  utilized  $105.8  million,  ns 
compared  with  the  $45.5  million  available  to  them  if  the  present  proposed  appro- 
priation level  of  $200  million  stands.  Thus,  cutting  this  appropriation  to  $200 
million  of  necessity  means  cutting  the  total  from  special  assistance  for  these  pro- 
grams by  more  than  50  percent. 

These  13  programs  to  which  the  recommended  slicing  of  the  special  assistance, 
appropriation  would  apply  are: 

1.  Berlin . — It  is  imperative  at  this  juncture  to  maintain  our  support  for  this 
Island  of  freedom. 

2.  Nepal. — In  view  of  the  heavy  competition  with  the  Soviet  and  Chinese 
Communists  in  this  country,  it  would  be  politically  dangerous  to  reduce  the  pro- 
gram, small  as  it  is. 

3.  Ethiopia. — The  Soviet  Union  has  recently  granted  Ethiopia  a $100  million 
line  of  credit.  Now  is  no  time  for  retrenchment  in  this  program,  small  as  it  is. 

4.  Somalia. — This  program,  which  last  year  was  less  than  $1  million,  provides 
little  opportunity  for  saving  in  money;  and,  in  fact,  moderate  increases  are  re- 
quired as  this  territory  prepares  itself  for  independence  in  1960. 

5.  Indonesia. — The  situation  in  Indonesia,  where  the  battle  for  men's  minds 
is  in  delicate  balance,  calls  for  stability  in  U.8.  policy. 

6.  Bolivia. — We  are  all  aware  that  the  situation  in  Bolivia  is  most  dangerous; 
our  support  of  that  country  remains  a critical  necessity  from  an  overall  hemispheric 
point  of  view. 

7.  Yugoslavia. — Our  assistance  is  a part  of  our  support  of  this  country’s  inde- 
pendence from  the  Soviet  bloc. 

8.  Tunisia. — Our  program  is  required  to  secure  our  mutual  economic  objectives 
and  to  maintain  the  strong  Western  orientation  of  this  newly  independent  Arab 
nation. 
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9.  Aid  to  American  schools. — This  valuable  program  received  $4.25  million  last 
year,  and  a similar  amount  should  be  provided  to  continue  the  effort  already 
underway. 

Similar  dangers  exist  in  cutting  the  other  four  programs  (Liberia,  Afghanistan, 
Sudan,  and  Haiti). 

Moreover,  no  money  will  be  available)  for  several  new  programs  unless  the  total 
for  these  Hi  programs  is  cut  by  more  than  5IJ  percent.  These  new  programs  of 
community  water  supply,  international  medical  research,  and  investment  incentive 
represent  new  approaches  to  old  problems,  the  solutions  of  which  are  most  im- 
portant from  the  II. S.  point  of  view. 

The  cuts  made  in  the  special  assistance  funds  will  weaken  the  capability  of  the 
President  to  deal  with  the  important  interest h of  the  United  States  which  have 
been  outlined  above-  and  wilt  strengthen  the  hand  of  the  Communist  bloc  to 
exploit  exposed  and  weak  nations. 

The  executive  brunch  urges  the  appropriation  of  the  full  amount,  $247.5  million, 
authorized. 


Annex  A 6 

Request  fok  Rkstokation  of  $2.5  Mii.mon  in  ICA  Administrative  Expenses 

Authorized  for  ICA  administrative  expenses  for  fiscal  year  1959  is  $119,500,000, 
but  the  House  appropriation  bill  allows  only  $37  million.  The  House  Appropria- 
tions Committee  report  which  recommended  this  cut  of  $2,500,000  gave  no  reason 
whatsoever  for  the  recommendation. 

Since  its  effect  will  he  to  provide  approximately  the  same  amount  of  funds  aa 
were  available,  on  a comparable  basis,  in  fiscal  year  1959,  it  may  be  assumed  that 
the  intention  was  to  keep  administrative  expenses  and  activities  at  the  going 
level.  The  cut,  however,  would  require  a siEnifieant  reduction  in  the  level  of 
activities  conducted  in  fiscal  year  1959—  as  well  os  preventing  a small  but  impor- 
tant, needed  increase  in  fiscal  year  1960. 

This  is  true  for  the  following  reasons: 

Obligations  during  fiscal  year  1959  exceeded  $36  million  ns  compared  to  the 
appropriation  of  $33  million  for  this  purpose  for  fiscal  year  1959,  The  appropria- 
tion had  to  be  supplemented  (1)  to  meet  the  costs  of  the  pay  raise  voted  by  the 
Congress  for  all  employees  and  (2)  to  finance  certain  improvements  in  the  per- 
sonnel and  training  systems  of  ICA  which  were  called  for  by  the  House  of  Repre- 
sentatives winch  added  $8  million  for  this  purpose  to  the  authorization  for 
technical  cooperation  for  fiscal  year  1959 — an  action  later  endorsed  by  the  Senate 
in  the  authorization  bill  and  by  both  Houses  in  the  appropriation  bill. 

Parte  of  the  costs  involved  in  improving  these  systems  are  chargeable  normally 
to  administrative  expenses.  Therefore,  the  1959  “Administrative  expense” 
appropriation  w as  supplemented  in  the  amount  of  $1,050,000  by  the  transfer  from 
the  “Technical  cooperation”  account.  The  effort  undertaken  during  fiscal  year 
1959  to  meet  the  congressional  mandate  will,  of  course,  cost  more  than  $1,050,000 
during  fiscal  year  1960.  This  is  because  many  of  the  personnel  employed  in 
fiscal  year  1959  could  not  be  hired  until  wfell  into  the  fiscal  year  after  the  legislation 
was  enacted  and  were  therefore  paid  for  only  part  of  a fiscal  year;  during  fiscal 
year  1960  they  will  bo  on  the  payroll  for  the  full  fiscal  year  and  the  cost  of  main- 
taining them  on  the  payroll  for  this  full  1960  period  explains  the  major  part  of 
the  increase  over  fiscal  year  1959. 

Approximately  $1.7  million  of  the  increase  requested  for  fiscal  year  1960  is  for 
full-year  salary  costs  and  related  expenses  of  positions  for  which*  only  part  year 
funding  was  provided  for  in  fiscal  year  1969.  If  the  action  of  the  House  on  this 
item  is  sustained,  ICA  will  be  faced  with  the  serious  dilemma  of  having  inaugu- 
rated improved  personnel  and  training  programs  at  the  dircotion  of  the  Congress 
and  yet  tic  deprived  of. the  funds  necessary  to  finance  such  programs. 

Approximately  $1  million  of  the  fiscal  year  1960  increase  is  for  personnel  and 
related  costs  to  strengthen  field  missions  in  Africa  and  Latin  America.  It  is 
proposed  to  add  38  Americans  and  194  foreign  nationals  to  these  missions.  Of 
these  29  Americans  and  75  foreign  nationals  are  to  be  assigned  to  the  newly 
developing  programs  in  Africa.  The  nine  additional  positions  for  Latin  America 
are  to  Improve  analytical  review  of  selected  country  programs — a need  noted  by 
the  General  Accounting  Office — and  to  expand  end-use  audits. 

No  increase  is  being  requested  in  Washington  employment  above  that  author- 
ized in  fiscal  year  1959. 
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The  executive  branoh  urges  most  strongly,  therefore,  that  the  committee 
restore  $2,375,000  to  this  appropriation  which,  together  with  reapproprjated 
unobligated  prior  year  funds  estimated  at  $125,000  would  provide  tne  full 
$39,500,000  requested. 


Annex  A-7 

Request  for  Restoration  of  $431 ,000  for  State  Department  Administrative 

Expf.nsek 

The  President  requested  $8,395,000  for  Department  of  State  c.xjicnaes  incurred 
in  administering  the  mutual  security  program.  The  House  appropriated 
$7,900,000  and  reappropriated  $64,000.  There  is,  thus,  a cut  of  $431,000.  No 
explanation  was  given  by  the  House  Appropriations  Committee  for  its  reduced 
recommendation. 

At  a time  when  intensive  efforts  are  being  made  to  sharpen  the  administration 
of  the  mutual  security  program,  this  reduction  will  load  to  an  opposite  effect. 
The  House  cut  not  only  denies  a Binall  increase  but  will  actually  compel  a reduction 
in  administrative  strength  now  available. 

Criticism  of  MKP  administration  oy  Congress  has  focused  additional  responsi- 
bilities upon  the  Office  of  the  Coordinat  ir  of  MSP.  In  order  to  meet  this  challenge 
it  is  imperative  that  a few'  additional  ;fficers  of  high  quality  he  added  to  the  staff 
and  thereby  strengthen  coordination  and  supervision  in  the  administration  of 
these  billions  of  dollars. 

It  is  paradoxical  that  criticism  should  lie  made  for  inadequate  administration 
hut  that  reasonable  funds  to  recruit  and  employ  qualified  personnel  should  be 
denied. 

Unless  the  cut  is  restored,  it  will  not  only  bo  impossible  to  strengthen  adminis- 
tration of  the  mutual  security  program  in  the  Office  of  the  Under  Secretary  of 
State  but  it  will  be  necessary  also  to  reduce  the  number  of  officers  in  other  areas 
of  the  Department  of  State  which  have  an  important  share  in  providing  evaluation 
and  review's  of  these  programs. 

Part  of  the  reduction  made  by  the  House  will  eliminate  funds  for  the  Inter- 
national Development  Advisory  Board.  This  Board  was  created  by  statute  as  a 
means  of  utilizing  the  wisdom  and  experience  of  highly  qualified  private  citizens 
for  the  economic  aspects  of  the  mutual  security  program  and  to  provide  their 
advice  to  the  Secretary  of  State  in  administering  this  program. 

Membership  of  this  Board  is  bipartisan  and,  as  directed  by  the  statute,  is 
representative  of  industry,  agriculture,  labor,  science,  and  other  major  areas  of 
private  life.  The  functions  of  the  Board  were  specifically  considered  and  approved 
by  the  Congress  during  consideration  of  the  authorization  bill  only  a few  weekB 
ago. 

On  a comparative  basis  the  cost  of  all  section  411(c)  activities  amounted  to 
$8,154,000  in  fiscal  year  1959,  as  reflected  in  the  presentation  book  on  nonregional 
programs.  This  amount  for  fiscal  year  1959  included  $6,692,500  appropriated 
under  section  411(c);  ft  comparative  transfer  from  ICA’s  section  411(b)  funds  of 
$45,000  for  expenses  related  to  the  International  Development  Advisory  Board; 
the  comparative  transfer  from  section  410  funds  of  $1,045,000  for  expenses  of  the 
Mutual  Defense  Assistance  Control  Act;  and  the  transfer  of  $371,500  from  the 
“President's  Fund  for  Asian  Economic  Development,  Executive,  1959/’  by 
Presidential  determination  to  cover  the  increased  pay  costs  provided  by  Publio 
Law  85-462.  The  fiscal  year  1959  appropriation  as  adjusted  provided  for  the 
salaries  and  related  expenses  of  802  positions.  These  included  323  in  the  Depart- 
ment and  293  American  and  276  local  positions  at  various  Foreign  Service  posts 
overseas. 

In  fiscal  year  I960  the  cost  of  these  activities  including  Control  Act  expenses 
and  the  International  Development  Advisory  Board  is  estimated  at  $8,395,000. 

In  summary,  the  Department  is  requesting  under  section  41 1 (c)  of  the  Mutual 
Security  Act  a total  appropriation  of  $8,395,000  to  cover  administrative  expenses 
of  the  Department  for  functions  relating  to  the  mutual  security  program.  The 
request  reflects  a net  increase  of  $241,000  over  fiscal  year  1059. 

There  is  a $274,000  increase  in  the  item  for  “Program  coordination,  policy 
review,  information,  and  the  International  Development  Advisory  Board. 

There  iB  an  offsetting  decrease  of  $33,000  in  the  administration  of  the  refugee 
and  migration  program. 

There  Is  no  change  in  funding  requirements  for  the  U.S.  mission  to  NATO, 
European  regional  organizations,  and  the  Organization  for  European  Economic 
Cooperation. 
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There  is  no  change  in  funding  requirements  for  the  Mutual  Defense  Assistance 
Control  Act. 

In  the  overall  program  there  is  a net  reduction  of  11  positions  in  fiscal  year 
I960,  reflecting  a decrease  of  1 American  position  and  16  local  positions  overseas 
against  an  increase  of  6 departmental  positions. 

The  request  for  1960  provides  329  departmental  positions  and  552  positions 
overseas  (292  Americans  and  260  locals)  for  a total  of  881  positions  in  fiscal 
year  I960,  compared  with  323  departmental  positions  and  569  positions  overseas 
(293  Americans  and  276  locals). 

The  House  has  allowed  a total  of  $7,900,000  for  fiscal  year  1960.  This  amount 
is  a reduction  of  $495,000  and  not  only  eliminates  the  entire  amount  of  tin* 
increase  requested  by  the  Department,  but  reflects  a reduction  of  $254,000  below 
the  adjusted  appropriation  for  fiscal  year  1959.  In  addition  to  completely 
eliminating  funds  for  the  Internationa!  Development  Advisory  Hoard,  the  reduc- 
tion by  the  House  would  seriously  impair  the  various  functions  and  activities 
of  the  Department  related  to  the  mutual  security  program.  It  is  estimated  at 
this  time  that  the  House  reduction  would  make  necessary  the  reduction  of  a 
total  of  54  positions  from  the  total  included  iti  the  Department's  request.  This 
reduction  would  include  29  departmental  positions,  and  8 American  and  17  local 
positions  overseas. 


Annex  A-8 

Request  fob  Restoration  or  $1,247,730  for  Atoms  for  Peace  Prooram 

The  executive  branch  requested  $6,500,000  for  fiscal  year  1960  under  Bection  419 
of  the  Mutual  Security  Act.  This  amount  was  authorized  by  the  Mutual  Security 
Act  of  1959.  However,  the  House  appropriations  bill  appropriates  $1,500,000 
plus  the  unobligated  funds  of  fiscal  year  1959,  which  amounted  to  $2,051,270. 
The  executive  branch  is  requesting  restoration  of  $1,248,730  so  that  $4,800,000 
will  be  available  during  fiscal  year  I960  for  the  following  activities: 


Reactor  grants $1,  400,  000 

Equipment  grants 1,  500,  000 

Surveys  and  development * 400,  000 

IAEA  contribution 750, 000 

IAEA  fellowship  program 750, 000 


Total 4,800,000 


1.  Reactor  granle,  $1, 400,000 

Under  the  reactor-grant  program  the  United  States  contributes  up  to  one-half 
of  the  cost  of  a foreign  research  reactor  project,  but  no  amount  in  excess  of 
$350,000,  in  accordance  with  the  President’s  offer  of  Juno  1955.  It  is  anticipated 
that  there  will  be  requests  for  four  research  reactors  during  fiscal  1960.  We 
expect  applications  only  from  countries  where  wc  have  an  aid  mission. 

t.  Research  and  training  equipment,  $1,500,000 

In  addition  to  reactor  grants  the  United  States  makes  grants  available  for  such 
equipment  as  general  radioisotope,  nuclear  engineering,  and  medical  training  and 
research  laboratories,  as  well  as  cobalt  60  therapy  ana  radiation  units.  During 
fiscal  year  1959,  15  of  these  specialized  grants  to  12  countries  were  approved  for 
a total  outlay  of  $1,350,000.  This  was  four  times  the  amount  required  in  1958, 
when  the  program  was  initiated.  The  $1,500,000  now  requested  will  enable  the 
United  States  to  act  favorably  on  the  increased  number  of  applications  anticipated 
for  fiscal  year  1960. 

3.  Survey  and  development  of  peaceful  uses,  $ 400,000 

This  money  would  be  used  chiefly  for  technical  and  survey  services  for  foreign 
countries  and  international  organizations.  Where  we  are  in  a position  to  comply 
with  requests  for  such  services,  our  Government  advises  foreign  governments  on 
the  type  of  development  that  appears  to  us  best  to  meet  a particular  country’s 
needs  and  capabilities.  Approximately  $250,000  is  required  for  this  service. 
Another  $100,000  is  requested  for  a symposium.  This  might  be  carried  out  in 
Latin  America  or  the  Far  East.  Symposia  in  the  past  have  proved  a very  useful 
means  of  exchanging  information  and  increasing  technical  competence.  Atoms- 
for-peace  funds  made  possible  the  Second  Inter- American  Symposium  on  Nuclear 
Research  and  Application  to  the  Life  Sciences  which  was  held  under  the  auspices 
of  the  Organization  of  American  States  in  Buenos  Aires  in  June  of  this  year. 
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$50,000  is  requested  for  training  films  which  we  would  supply  to  countries  when  wo- 
believe  they  might  make  a useful  contribution  to  nuclear  training  programs. 
Films  would  be  drawn  from  the  professional  level  training  films  prepared  for  the 
1958  Geneva  Conference. 

4-  Contribution  to  the  I nler national  Atomic  Energy  Agency  voluntary  budget,  $ 750,000 
Our  voluntary  contribution  to  the  IAEA’s  operational  and  technical  assistance 
activities  is  drawn  from  the  section  419  budget.  The  IAEA's  fund  for  the  current 
year  is  $1.5  million;  it  has  a goal  of  about  the  same  level  for  1900. 

5.  Scholarship  program,  $ 760,000 

The  scholarship  program  will  make  possible  the  training  in  the  United  States 
of  about  100  students  sponsored  by  the  IAEA  during  the  1960-61  academic  year. 
We  believe  such  scholarships  will  strengthen  the  bonds  of  scientific  communities 
between  the  United  States  and  those  of  other  countries. 

We  believe  that  if  the  cut  in  the  House  bill  is  enacted  into  law  it  will  oblige  us 
to  make  a sharp  curtailment  in  our  equipment  grant  program  and  in  survey  and 
development  services.  Since  the  President’s  offer  of  1955  regarding  reactor  grants 
is  still  m effect,  $1,400,000  must  be  set  aside  to  meet  anticipated  requests,  Wc  also 
believe  that  we  must  make  a further  contribution  of  $750,000  to  the  IAEA  and 
that  it  would  be  in  our  best  interests  to  continue  the  fellowship  program  under 
IAEA  auspices. 


Annex  A-9 

Request  kor  Full  Appropriation  op  the  $155  Million  Authorized  for  the 

Contingency  Fund 

The  President  requested  $200  million  for  the  contingency  fund  for  fiscal  year 
1960.  The  Congress  has  authorized  $165  million  and  this  amount  is  proyided  by 
the  appropriations  bill  as  it  passed  the  House.  The  executive  branch  how  urges, 
that  the  full  $155  million  authorized  and  appropriated  he  retained  in  the  bill  in 
order  that  the  President  may  have  funds  needed  to  meet  requirements  which  have 
already  arisen  and  which  experience  shows  will  arise  after  the  illustrative  fiscal 
year  1960  programs  of  military  and  economic  assistance  were  drafted  and  pre- 
sented to  the  Congress  in  March  of  this  year. 

Past  experience  has  amply  demonstrated  that,  if  the  mutual  security  program 
is  to  fulfill  its  purpose,  it  must  be  capable  of  meeting  the  most  urgent  of  the 
requirements  which  cannot  be  anticipated  6 to  18  months  in  advance.  The  $147 
million  of  funds  available  for  contingency  purposes  in  fiscal  year  1958  was  utilized 
to  meet  pressing  requirements  arising  from  economic  difficulties  in  Spain,  the 
need  for  budgetary  assistance  in  Jordan  following  the  termination  of  other  foreign 
aid,  the  shortfall  in  financial  support  of  the  U.N.  Emergency  Force,  and  other 
situations.  In  fiscal  year  1959,  the  $155  million  of  contingency  funds  helped 
Turkey  to  initiate  major  economic  and  fiscal  reforms,  Sudan  and  Haiti  to  meet 
short-term  dislocations  in  their  export  earnings,  Lebanon  to  recover  from  the 
strife  following  the  Iraqi  revolution,  Poland  to  reduce  its  economic  dependence 
on  the  U.S.S.R.,  and  other  countries  to  meet  urgent  needs. 

In  some  previous  years,  contingency  requirements  for  economic  assistance  have 
exceeded  the  amount  of  funds  available  for  contingency  uses,  and  transfers  were 
made  from  the  military  assistance  appropriation.  With  the  depletion  of  the 
unexpended  balances  in  the  military  assistance  pipeline,  the  reauction  in  the 
authorization  for  military  assistance  in  flRcal  year  I960,  and  the  existence  of 
substantial  additional  requirements  for  modernization  of  NATO  forces  as  identi- 
fied by  the  Draper  Committee,  military  assistance  funds  will  not  be  available 
for  transfer  to  economic  accounts.  Furthermore,  it  may  well  be  necessary  to 
utilize  contingency  funds  to  meet  military  needs  unforeseen  at  the  time  the  i960 
program  was  developed. 

The  need  for  the  full  contingency  fund  authorized  is  greatly  accentuated  this 
year  by  the  reduced  authorization  for  other  categories  of  the  program,  particularly 
defense  support  and  special  assistance.  These  cuts  severely  limit  the  possibility, 
which  otherwise  might  have  existed,  of  shifting  funds  within  these  appropriations 
to  meet  needs  of  higher  priority  which  might  arise. 

In  the  period  since  the  fiscal  year  1960  programs  were  presented  to  the  Congress, 
firm  requirements  involving  the  use  or  contingency  funds  have  already  been 
recognized  in  several  situations.  Iran  is  engaged  in  a substantial  buildup  and 
strengthening  of  its  armed  forces  and  requires  budgetary  assistance  at  a level 

4255I.~6fr 32 


496 


MUTUAL  SECURITY  APPROPRIATIONS,  I960 


higher  than  that  proposed  in  the  illustrative  fiscal  year  I960  defense  support 
program.  Haiti's  serious  balance-of-payments  situation,  resulting  from  a drop 
in  coffee  earnings,  justifies  continuation  of  U.S.  financial  support  until  the  now 
crop  is  harvested.  Grant  economic  aid  to  Israel  was  not  included  in  the  detailed 
program  requests  for  special  assistance,  and  must  tiierefore  be  financed  from  the 
contingency  fund. 

In  addition  to  these  specific  requirements,  the  executive  branch  envisages  that 
needs  will  arise  in  five  categories  of  situations: 

First,  there  is  always  the  possibility  that  the  Soviet  bloc,  which  is  constantly 
shifting  its  tactics  in  the  cold  war  struggle,  will  decide  to  probe  free  world  defenses 
as  it  did  lost  fall  in  attacking  the  Queinoy-Matau  Islands.  That  probing  necessi- 
tated a substantial  increase  of  military  assistance,  as  well  as  additional  defense 
support,  which  effectively  enabled  the  Chinese  Nationalist  forces  to  maintain  the 
defenses  of  those  islands. 

Second,  the  maintenance  of  U.S.  forces  at  some  of  our  bases  abroad  gives  rise 
to  problems,  particularly  in  those  newly  established  states  which  have  recently 
achieved  independence.  Within  sohie  of  these  states,  there  is  frequently  conflict 
between  those  elements  which  are  prepared  to  accept  the  use  of  their  territory 
bv  the  United  States  and  those  elements  who  oppose  the  continued  maintenance 
of  U.S.  buses  in  their  territory.  The  judicious  use  of  contingency  funds  has 
proven  necessary  in  the  past  and  has  been  effective  in  strengthening  those  ele- 
ments friendly  to  us  and  assuring  continued  access  to  the  military  facilities 
which  we  need.  This  situation  may  well  be  repeated  in  the  future. 

Third,  there  are  a number  of  countries  throughout  the  free  world  whose  econo- 
mies are  particularly  vulnerable  to  changes  in  world  economic  conditions  and  which 
may  face  serious  financial  problems  if  their  foreign  exchange  earnings  are  ad- 
versely affected  either  by  natural  disasters  or  by  changes  in  world  prices.  In 
the  last  year,  for  example,  the  Sudan  was  confronted  with  very  difficult  problems 
arising  from  its  inability  to  market  its  primary  export  crop— cotton.  In  such 
situations,  we  have  an  opportunity,  provided  the  contingency  fund  is  available, 
of  providing  additional  assistance  to  meet  these  vicissitudes  rather  than  of  seeing 
such  economies  founder. 

Fourth,  the  Soviet  bloc  economic  offensive,  which  is  seeking  to  infiltrate  free 
world  countries  and  to  tie  their  economies  to  the  Soviet  bloc,  continues  unabated. 
While  governments  receiving  Soviet  assistance  generally  believe  that,  they  can 
maintain  their  independence  despite  the  acceptance  of  such  aid,  there  has  been  a 
growing  disillusionment  on  this  score.  Yugoslavia,  for  example,  was  made  acutely 
aware  of  the  political  strings  attached  to  Soviet  economic  relations,  and  other 
states  around  the  periphery  of  the  Soviet  bloc  have  had  similar  experiences. 
The  availability  of  the  contingency  fund  may  enable  us  to  step  in  at  appropriate 
times  to  prevent  the  submergence  of  such  countries  into  dependence  on  the 
Soviet  bloc. 

Fifth,  contingency  funds  are  extremely  useful  in  helping  to  mitigate  the  effects 
of  natural  disasters,  such  as  floods,  earthquakes,  and  hurricanes,  and  manmade 
causes,  such  as  wars  and  revolutions.  American  assistance  offered  in  these 
situations  demonstrates  the  humanitarian  concern  of  the  American  people. 
Contingency  funds  have  thus  been  important  in  aiding  victims  of  floods  in 
Pakistan,  in  Indonesia,  and  recently  in  Uruguay;  of  hurricanes  and  typhoons  in 
the  Caribbean  and  the  western  Pacific;  of  earthquakes  in  the  Middle  East;  and  of 
disease  epidemics  in  south  Asia  and  the  Far  East. 

These  and  other  potential  needs  which  cold  analysts  of  the  uncertain  future 
tells  us  will  arise  can  only  be  met  from  the  contingency  fund.  The  executive 
branch  therefore  urges  the  appropriation  of  the  full  $155  million  which  has  been 
authorized  and  is  provided  in  the  House  appropriations  bill.  It  is  already  $45 
million  less  than  the  President  requested  ana  failure  to  appropriate  it  in  full  will 
further  reduce  the  ability  of  the  United  States  to  meet  even  the  gravest  emergency 
situations  arising  in  friendly  countries  throughout  the  world. 

ANNEX  B-l 

Consolidation  of  Infrastructure  Funds 

THE  HOUSE  BILL 

The  House  bill  omits  a proviso  requested  by  the  executive  branch  in  the  para- 
graph appropriating  military  assistance  funds.  This  proviso  woutd  consolidate 
into  one  account  funds  made  available  to  the  Department  of  Defense  for  infra- 
structure by  the  Supplemental  Appropriation  Act,  1953,  with  all  other  funds 
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made  available  to  the  President  for  infrastructure  by  the  Mutual  Security  Act 
of  1954,  as  amended,  and  allocated  by  him  to  the  Department  of  Defense, 

EXECUTIVE  BRANCH  POSITION 

The  funds  in  the  Department  of  Defense  account  are  completely  obligated  for 
the  infrastructure  program  and  remain  only  for  the  purpose  of  liquidating  these 
obligations.  This  balance,  as  of  June  30,  1959,  is  approximately  $40  million. 

The  consolidation  of  these  funds  into  one  account  will  bring  together  in  one 
place  funds  available  for  the  infrastructure  program  and  will  eliminate  the 
maintenance  of  separate  accounts  by  the  Department  of  the  Treasury,  the 
Bureau  of  the  Budget,  and  within  the  Department  of  Defense  at  the  various 
implementation  levels.  It  is  considered  that  such  consolidation  is  in  accordance 
with  the  desires  of  the  Congress  for  economical  and  efficient  administration  of 
the  military  assistance  program. 


ANNEX  B-2 


Heading  of  Department  of  State  Appropriation 

THE  HOUSE  RILL 

The  heading  for  the  Department  of  State  appropriation  in  the  House  bill  reads 
''Administrative  expenses’’  instead  of  “Administrative  and  other  expenses”  as 
requested  by  the  executive  branch. 

EXECUTIVE  BRANCH  POSITION 

The  Department  of  State  appropriation  now  includes  for  the  first  time  funds 
for  expenses  of  the  Department  in  carrying  out  the  objectives  of  the  Mutual 
Defense  Assistance  Control  Act  of  1951,  known  as  the  Battle  Act.  Since  appro- 
priations for  carrying  out  the  objectives  of  the  Battle  Act  will  continue,  as  in  the 
past,  to  include  both  administrative  and  other  expenses,  it  would  be  appropriate 
to  amend  the  heading  accordingly.  * 


Annex  B-8 

Criteria  for  Nonmilitary  Projects 

THE  HOUSE  BILL 

Section  103  of  the  House  bill  prohibits  the  use  of  funds  appropriated  for  defense 
support,  the  Development  Loan  Fuud,  special  assistance,  or  the  contingency 
fund  to  be  used  for  financing  nonmilitary  projects  or  programs  which  have  not 
met  the  feasibility  criteria  and  standards  required  to  be  applied  to  domestic 
flood  control,  reclamation,  and  other  related  water  and  land  resources  programs 
by  Bureau  of  the  Budget  Circular  A-47. 

EXECUTIVE  BRANCH  POSITION 

The  executive  branch  agrees  with  the  general  objectives  of  section  103  of  the 
House  bill  and  the  concepts  covered  in  Bureau  of  the  Budget  Circular  A-47  \,/,h 
respect  to  programs  and  projects  undergoing  economic,  financial,  and  teci  !cal 
feasibility  tests.  Indeed,  section  517  of  the  Mutual  Security  Act,  enacted  last 
year,  requires  that  there  be  adequate  engineering  and  financial  planning,  along 
with  reasonably  firm  cost  estimates  to  the  United  States,  on  projects  and  pro- 
grams of  over  $100,000  funded  by  most  of  the  nonmilitary  appropriations.  This 
section  is  now  being  implemented  bv  the  operating  agencies  and  assures  tiiat 
projects  will  be  thoroughly  evaluated  from  a technical  and  cost  aspect  before  they 
are  undertaken.  This  year  the  requirements  of  section  517  have  been  extended 
to  cover  projects  and  programs  funded  by  the  Development  Loan  Fund. 

The  executive  branch  aiso  agrees  with  the  general  objective  that  means  need 
to  be  developed  to  measure  the  relationships  of  benefits  to  costs  of  mutual  security 
projects  and  programs.  However,  the  executive  branch  strongly  opposes  the 
amendment  with  the  mandatory  application  of  the  criteria  used  to  evaluate  water 
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and  land  resources  projects  in  the  continental  United  States  to  the  many  and 
varied  mutual  security  projects  in  the  underdeveloped  areas  for  the  following 
reasons: 

1.  The  U.S.  benefit-coat  calculation  is  unsuited  to  the  conditions  of  the  under- 
developed countries,  particularly  os  it  relates  to  the  availability  of  a great  variety 
of  reliable  statistics. 

2.  The  need  for  flexibility  in  providing  assistance  to  cover  national  security 
and  foreign  policy  considerations. 

3.  The  Bureau  of  the  Budget  circular  applies  only  to  water  and  land  resource 
projects  while  mutual  security  nonmllitary  projects  and  programs  vary  from  high- 
ways and  industrial  projects  to  development  banking  institutions. 

The  operating  agencies  on  a continuing  basis  are  attempting  to  improve  and 
adapt  economic  and  financial  evaluation  methods  to  these  programs.  Applica- 
tion of  the  domestic  U.S.  formula  fails  to  reflect  special  factors  in  the  under- 
developed economies,  such  as  the  difficulty  of  assigning  a cost  to  the  use  of  other- 
wise unused  resources,  particularly  labor;  the  difficulty  of  measuring  the  economic 
consequences  of  such  basic  improvement  os  malaria  eradication  and  elementary 
sanitation;  and  the  difficulty  of  predicting  prices  of  and  demands  for  products  not 

greviously  available.  In  addition,  the  inclusion  in  statute  of  an  internal  executive 
ranch  instruction  which  is  undergoing  revision  would  create  an  unnecessary  and 
undesirable  rigidity  in  the  implementation  of  mutual  security  programs.  At 
the  request  of  the  Senate  Appropriations  Committee,  the  executive  branch  will 
work  with  the  committee  to  determine  what  language,  if  any.  might  be  needed  and 
proposed  to  assure  (1)  that  adequate  cost  surveys  are  made  before  projects  arc 
undertaken,  and  (2)  that  a benefit  at  least  equivalent  to  cost  is  foreseen  for  proj- 
ects where  such  a ratio  is  appropriate  and  all  other  relevant  factors  are  taken  into 
account. 

If  any  provision  is  to  be  enacted,  it  should  be  made  clear — 

(1)  That  it  does  not  require  reevaluation  of  projects  and  programs  already 
entered  into,  for  which  fiscal  year  1960  funds  will  be  used; 

(2)  That  it  is  not  intended  to  affect  financing  for  surveys  and  other  work- 
in  connection  with  project  evaluation;  and 

(3)  That  it  is  intended  to  apply  only  to  water  and  land  resource  programs. 


Annex  B-4 

Reporting  Requirement  for  Architectural  Fees 

THE  HOUSE  BILL 

Section  104  of  the  House  bill  adds  to  the  requirement  that  payments  for 
engineering  fees  and  services  in  excess  of  $25,000  shall  be  reported  to  the  Appro- 
priations Committees  of  the  House  and  Senate,  a similar  requirement  with  regard 
to  architectural  fees. 

EXECUTIVE  BRANCH  POSITION 

The  executive  branch  does  not  oppose  the  change  made  by  section  104  of  the 
House  bill.  As  most  payments  for  architectural  fees  and  services  are  made  under 
contracts  which  also  provide  for  engineering  fees  and  services,  it  is  not  expected 
that  the  change  will  substantially  increase  reporting  requirements. 

Although  the  executive  branch  does  not  oppose  tno  inclusion  of  this  reporting 
requirement  in  animal  mutual  security  appropriation  acts,  it  would  prefer  its 
elimination  because  of  the  administrative  expense  involved. 

Annex  B-5 

Opposition  to  Communist  China  Regime 

THE  HOUSE  BILL 

The  House  bill  omits  the  provision  reiterating  the  opposition  of  the  Congress 
to  the  seating  in  the  United  Nations  of  the  Communist  China  regime  as  the 
representative  of  China. 

EXECUTIVE  BRANCH  POSITION 

The  executive  branch  fully  supports  the  policy  stated  in  the  omitted  provision, 
which  is  similar  to  statements  in  section  101  of  the  Mutual  Security  Act  of  1954, 
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amended,  and  in  section  12  of  the  Mutual  Security  Act  of  1966.  The  executive 
branch  recognizes  that  the  provision  was  deleted  purely  as  a technical  matter 
under  the  rules  of  the  House  of  Representatives  prohibiting  legislation  on  an 
appropriation  bill  and  that  its  removal  does  not  represent  a substantive  expression 
by  the  House.  The  executive  branch  would,  of  course,  welcome  any  reaffirmation 
of  congressional  policy  on  this  vital  matter. 


Annex  B-G 

Prohibitions  on  Uses  of  Funds 

THE  HOUSE  BIEL 

Sections  108,  109,  and  110  of  the  House  bill  provide  that  none  of  the  funds 
appropriated  therein  shall  be  used  to  carry  out  the  provisions  of  sections  205(1), 
401(b),  and  501,  respectively,  of  the  Mutual  Security  Act  of  1959.  These  latter 
sections  (1)  require  that  $10  million  of  flmdB  appropriated  pursuant  to  the  Mutual 
Security  Act  for  use  in  each  of  fiscal  years  I960  through  1964  shall  he  available 
only  for  education  and  training  of  people  of  underdeveloped  countries,  (2)  author- 
ize the  use  of  not  to  exceed  $2.6  million  of  the  contingency  fund  to  provide 
Government-owned  machine  tools  and  other  equipment  to  foreign  small  business, 
and  (3)  provide  that  $2  million  of  the  contingency  fund  shall  be  available  to 
carry  out  certain  health  programs. 

executive  branch  position 

The  executive  branch  opposes  sections  108,  109,  and  110  of  the  House  bill. 
The  executive  branch  did  not  propose,  and  in  fact  opposed,  the  three  provisions 
in  the  Mutual  Security  Act  of  1959  for  which  the  House  bill  prohibits  the  use  of 
mutual  security  funds.  The  executive  branch’s  opposition  to  the  three  provisions 
was  on  the  basis  that  the  authority  for  such  activities  already  exists  in  the  Mutual 
Security  Act  (except  to  the  extent  section  205(1)  authorizes  the  augmentation  of 
educational  exchange  programs  authorized  by  statutes  other  than  the  Mutual 
Security  Act),  and  that  such  specific  authorizations  relating  to  specific  fields  of 
activiy  impair  ability  to  meet  changing  requirements  and  to  plan  programs  to 
meet  the  overall  needs  of  particular  countries  or  areas. 

The  foregoing  arguments  equally  compel  opposition  to  the  three  prohibitions 
contained  in  sections  108,  109,  and  110  of  the  House  bill  on  the  use  of  funds  to 
carry  out  the  provisions  of  sections  205(1),  401(b),  and  60!  of  the  Mutual  Secu- 
rity Act  of  1959.  To  prohibit  the  initiation  of  new  programs  or  the  expansion 
of  programs  presently  planned  to  be  carried  out  or  now  being  carried  out  if  such 
programs  happen  to  fit  the  descriptions  contained  in  the  three  provisions  of  that 
act  would  even  more  seriously  restrict  ability  t<?  meet  changing  requirements  and 
to  plan  country  programs  intelligently.  The  basic  purpose  of  the  contingency 
fund  is  to  permit  flexibility  in  meeting  unforeseen  conditions  and  changing  re- 
quirements where  it  is  in  the  best  interests  of  effective  administration  of  the  mutual 
security  program. 

The  executive  branch  will  treat  these  prohibitions  as  not  restricting  the  con- 
tinuation of  existing  programs  or  the  undertaking  of  programs  included  in  the 
presentation  to  the  Congress,  which  are  similar  to  the  programs  described  in  the 
three  authorizations.  They  would  not  preclude  new  activities  which  may  be  of 
a similar  nature  but  are  undertaken  for  separate  purposes  under  authority  sep- 
arate from  sections  205(1),  401(b),  and  601  of  the  Mutual  Security  Act  of  1659. 
nor  would  they  prevent  the  use  of  contingency  funds,  as  well  ub  other  authorized 
funds,  for  these  purposes. 

Annex  B-7 

Center  for  East^West  Cultural  Interchange 

THE  HOUSE  BILL 

Seotion  111  of  the  House  bill  prohibits  the  use  of  funds  appropriated  therein  to 
carry  out  chapter  VI  of  the  Mutual  Security  Act  of  1959,  which  calls  for  the 
preparation  ot  a plan  on  the  establishment  of  an  East-West  center  for  cultural 
interchange. 
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EXECUTIVE  BRANCH  POSITION 

The  executive  branch  opposes  section  111  of  the  House  bill.  In  the  light  of  its 
long  and  satisfactory  experience  with  training  ICA  participants  at  the  University 
of  Hawaii,  the  executive  branch  considers  it  worthwhile  to  undertake  the  prepara- 
tion of  a plan  for  the  establishment  of  an  East-West  center  for  cultural  inter- 
change, possibly  in  connection  with  the  University  of  Hawaii. 

Since  the  development  of  a plan  for  such  a center  would,  as  provided  in  chapter 
VI  of  the  Mutual  Security  Act  of  1959,  support  the  objectives  of  the  technical 
assistance  program,  the  executive  branch  would  like  to  he  free  to  use  a small 
amount  of  mutual  security  funds  available  to  ICA  to  help  finance  the  preparation 
of  the  plan 


Annex  B-8 

Restraint  on  Post-ICA  Employment 

THE  HOUSE  BILL 

Section  112  of  the  House  bill  prohibits  the  use  of  any  mutual  security  funds  to 
enter  into  n contract  with  any  person  or  company  who  offers  to  provide  compensa- 
tion to  any  ICA  employee,  or  who  provides  compensation  to  any  ICA  employee, 
who  has  left  ICA  within  2 years  of  the  date  of  employment  with  such  person  or 
company. 

EXECUTIVE  BRANCH  POSITION 

The  executive  branch  strongly  opposes  section  1 12  of  the  House  bill. 

I.  The  provision  imposes  a harsh  and  inequitable  penalty  on  the  employees  of 
one  U.S.  Government  agency,  although  there  is  nothing  in  its  record  to  justify 
such  special  penalties.  It  virtually  deprives  these  employees  of  any  private 
employment  opportunities  without  any  relationship  to  wrongdoing  by  such  em- 
ployees and  without  requiring  a finding  of  intent  on  their  part  to  engage  in  wrong- 
doing. A statute  imposing  such  an  arbitrary  and  unreasonable  penalty  on  a 
selected  group  of  persons  constitutes  a grave  injustice  to  these  persons. 

The  provision  would  affect  a wide  segment  of  the  U.S.  business  community  as 
well  as  nonprofit  institutions  such  as  colleges,  universities,  and  foundations  with 
which  ICA,  the  Department  of  Defense,  the  Development  Loan  Funds,  Depart- 
ment of  State  and  other  agencies  contract  using  mutual  security  funds.  Further- 
more, it  would  appear  to  apply  not  only  to  direct  contracts  between  these  agencies 
named  and  contractors  but  also  to  contracts  between  foreign  governments  and 
contractors  which  are  financed  with  mutual  security  funds.  And,  although  the 
full  range  of  its  impact  is  not  entirely  clear,  it  would  appear  to  apply  to  contracts 
for  the  supplying  of  commodities  as  well  as  the  supplying  of  services.  Since 
virtually  the  entire  business  community  and  most  nonprofit  institutions  either 
have  mutual  security  financed  contracts  or  wish  to  be  in  a position  to  obtain  such 
contracts,  the  provision  would  effectively  deny  to  ICA  personnel  any  nongovern- 
ment employment  following  separation  from  ICA. 

2.  If  the  purpose  of  the  provision  is  to  prohibit  contractors  from  giving  or 
offering  to  give  compensation  to  ICA  employees  or  promising  future  employment 
to  such  employees  in  exchange  for  some  favor  or  benefit  to  such  contractor,  this 
purpose  is  already  fully  served  by  statutes  and  regulations  currently  in  force 
which  prohibit  such  improper  activity  and  provide  sanctions  for  violations. 
Section  512  of  the  Mutual  Security  Act  imposes  criminal  penalties  on  any  person 
who  offers  a U.S.  Government  employee  or  former  employee  any  payment,  and 
on  any  employee  or  former  employee  who  accepts  payment  in  connection  with  any 
procurement  under  the  Mutual  Security  Act  in  connection  with  which  the  em- 
ployee took  any  action  pursuant  to  hie  employment.  Section  512  is  additive  to 
existing  bribery  statutes  which  are  applicable  governmentwide  and  is  in  fact 
broader,  since  the  Department- of  Justice  has  advised  that  “Intent"  is  not  an 
essential  element  of  the  crime. 

In  addition,  existing  ICA  regulations  concerning  post-Government  employment 
prohibit  former  ICA  employees  (1)  from  representing  within  2 years  after  ter- 
mination of  their  ICA  employment  any  nongovernmental  interest  in  any  matter 
directly  connected  with  their  ICA  employment  and  in  w’hich  the  United  States  is 
directly  or  indirectly  interested,  and  (2)  from  discussing  future  employment  with 
any  person  or  organization  outside  the  Government  with  which  he  is  currently 
transacting  business  on  behalf  of  ICA  or  who  is  affected  by  the  performance  of  his 
official  duties.  ICA-financed  contractors  are  presently  being  required  to  warrant 
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thftt  they  have  not  boon  a party  to  such  discussions,  and  nro  further  required  to 
report  to  ICA  any  employment  discussions  with  any  ICA  employees. 

These  measures  are  adequate  to  protect  the  public  interest,  and  section  112  of 
the  House  bill  which  would  punish  the  innocent  ns  well  as  the  guilty  is  unneces- 
sary. 

3.  This  provision  if  enacted  would  not  only  seriously  lower  the  morale  of  present 
ICA  employees  because  of  the  limitation  on  future  employment  occurring  after 
they  had  accepted  ICA  employment,  but  would  also  have  a serious  detrimental 
effect,  on  recruitment.  Persona  who  would  otherwise  lie  willing  to  accept  ICA 
employment  would  not  wish  to  take  the  risk  inherent  in  accepting  a position  with 
ICA  iii  view  of  the  special  restriction  applicable  to  them  with  respect  to  future 
employment.  In  addition,  it  would  completely  frustrate  iCA's  ability  to  employ 
experts  and  consultants  for  short-term  assignments  (3  months  to  a year)  since 
(1)  the  expert  would  be  barred  from  future  employment  on  any  basis  for  any 
purpose  with  a contractor  currently  doing  business  financed  with  mutual  security 
funds,  and  (2)  the  possibility  of  obtaining  such  employment  with  a contractor 
who  might  wish  at  some  future  time  to  enter  into  a contract  under  the  Mutual 
Security  Act  would  be  remote. 

4.  Since  section  112  of  the  House  bill  applies  to  the  use  of  any  mutual  security 
funds,  it  would  have  the  anomalous  effect  of  preventing  the  Defense  Department, 
the  Development  Loan  Fund,  the  Department  of  State,  the  Atomic  Energy  Com- 
mission, and  many  other  agencies  from  using  mutual  security  funds  to  enter  into 
contracts  with  organizations  which  have  former  ICA  personnel  on  their  payrolls, 
although  it  would  not  prohibit  these  agencies  from  contracting  with  organizations 
which  have  former  personnel  of  these  agencies  on  their  payrolls. 

The  provision  would  force  contractors  to  fire  former  ICA  employees  who  enter 
into  employment  with  them  in  good  faith  prior  to  the  introduction  of  the  provision 
if  such  contractors  wished  to  obtain  a contract  financed  with  mutual  security 
funds. 

The  executive  branch  is  of  the  view  that  ICA's  current  policies  and  practices 
adequately  protect  the  interests  of  the  U.S.  Government  and  are  fair  to  its  em- 
ployees and  the  business  and  university  community  generally.  The  adoption  of 
the  drastic  measure  proposed  in  section  112  of  the  blouse  bill  is  neither  reasonable 
nor  warranted. 


Annex  B-9 

Furnishing  of  ICA  Documents 

THE  HOUSE  BIEL 

Section  113  of  the  House  bill  would  prohibit  the  use  of  funds  to  carry  out  any 
provision  of  chapters  II,  III,  or  IV  of  the  Mutual  Security  Act  during  any  period 
when  more  than  20  days  have  elapsed  between  the  request  for,  and  the  furnishing 
of,  any  material  relating  to  the  administration  of  such  provision  by  ICA,  to  the 
GAO,  or  any  committee  or  authorized  subcommittee  of  the  Congress. 

EXECUTIVE  BRANCH  POSITION 

The  executive  branch  strongly  opposes  section  113  of  the  House  bill,  which  is 
noteworthy  for  the  extreme  consequences  it  would  produce  and  for  the  great 
harm  it  would  make  in  the  administration  of  the  mutual  security  program,  as 
well  as  for  its  unconstitutionally. 

The  provision  is  apparently  designed  to  bear  only  upon  the  administration  of 
ICA  programs.  Yet  as  written  it  would  operate  to  cut  off  funds  to  programs 
which  are  not  administered  by  the  ICA  at  all,  such  as  the  Development  Loan 
Fund  and  various  programs  administered  by  the  Department  of  State.  It  is  so 
worded  that  it  would  cut  off  funds  in  the  event  of  an  unanswered  request  regard- 
less of  the  identity  of  the  person  or  agency  to  which  the  request  might  have  been 
addressed,  regardless,  for  example,  of  whether  that  person  or  agency  had  any 
connection  with  the  administration  of  an  ICA  program.  It  is  so  drafted  that, 
once  funds  were  cut  off  because  of  the  passage  of  20  days,  the  availability  of 
funds  would  not  be  restored  thereafter  even  if  requested  papers  were  subsequently 
made  available.  It  would  apparently  have  this  drastic  effect  if  20  days  elapsed' 
with  respect  to  one  single  paper,  regardless  of  the  reasons  for  which  it  might  not 
be  furnished  within  the  specified  20  days.  The  provision  gives  no  hint  as  to  what 
authority  shall  decide  whether  a paper  relates  to  the  administration  of  any 
provision  by  ICA.  One  can  only  draw  the  inference  that  plenary  power  to  make- 
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this  determination,  and  to  bring  in  train  all  the  consequences  of  the  provision, 
is  entrusted  to  the  sole  judgment  of  the  GAO  or  of  a congressional  committee  or 
subcommittee. 

The  aspects  of  section  113  of  the  House  bill,  serious  as  they  are,  are  of  lesser 
significance  than  the  clear  invalidity  of  the  proposed  provision  under  the  Con- 
stitution. The  provision  is  apparently  an  effort  to  compel  the  President  to 
deliver  any  paper  requested  ns  provided  in  section  534(b)  of  the  Mutual  Security 
Act  of  1959.  The  President  in  signing  this  act  stated  that  he  did  so  on  the  express 
premise  that  that  section  and  two  somewhat  similar  provisions  are  not  intended 
to  alter  and  cannot  alter  the  recognized  constitutional  duty  nnd  power  of  the 
Executive  with  respect  to  the  disclosure  of  information,  documents,  and  other 
materials.  Ho  added  that  any  other  construction  of  these  amendments  would 
raise  grave  constitutional  questions  under  the  historical  separation-of-powers 
doctrine.  This  position  taken  by  the  President  in  regard  to  the  provisions  of  the 
Mutual  Security  Act  of  1959  of  course  applies  with  equal  validity  to  section  113 
of  the  House  bill.  The  Congress  is  empowered  to  make  appropriations;  but  the 
Congress  cannot  impose  unconstitutional  conditions  upon  the  use  of  funds  it 
appropriates.  The  President,  in  the  exercise  of  his  constitutional  duties,  is 
required  to  determine  what  papers  in  the  possession  of  the  executive  branch  may 
be  made  available  consistent  with  the  public  interest.  For  the  Congress  to 

(>rovidc  that  appropriated  funds  shall  not  be  used  unless  the  President  disregards 
lis  constitutional  duty  of  controlling  the  papers  of  the  executive  branch  so  as  to 
serve  what  he  determines  to  be  the  public  interest  would  be  a clear  infringement  of 
hte  constitutional  rights. 

The  constitutional  duty  of  the  President  in  controlling  the  papers  of  the  execu- 
tive branch  has  been  exhaustively  set  out  and  established  by  the  Attorney  General. 
It  was  most  recently  affirmed  by  the  President  during  his  news  conference  of  July 
29,  1959.  In  commenting  upon  section  113  of  the  House  bill,  he  stated  the 
following: 

“Now,  with  respect  to  the  kind  of  amendment  you  were  talking  about,  there 
was  in  1954  I remember  an  Attorney  General’s  opinion  given  to  the  effect  that  this 
kind  of  a movement  or  attempt  on  the  part  of  Government  is  a direct  invasion  of 
Executive  responsibility  and  authority  and,  therefore,  could  not  be  anything  but 
unconstitutional. 

‘‘Now,  I do  not  believe  that  this  amendment  in  this  form  will  even  pet  to  my 
desk  because  I believe  that  each  branch  of  the  Government  must  be  respectful  of 
the  authorities  nnd  responsibilities  of  the  others,  if  we  arc  going  to  make  this 
Government  work.  It  has  done  so  in  the  past  and  I don't  believe  that  any 
branch  is  going  to  be  so  careless  in  this  direction." 

The  President’s  strong  opposition  to  this  amendment  as  an  encroachment  on  his 
constitutional  duties  does  not  mean  that  the  executive  branch  desires  to  withhold 
information  from  the  Congress  or  the  American  people.  The  executive  branch  is 
convinced  that  only  if  the  people  fully  understand  tne  program — its  successes  and 
its  failures — will  it  receive  the  support  it  deserves.  As  the  President  said  upon 
signing  the  Mutual  Security  Act  of  1959  on  July  24,  1959,  “I  am  constrained  to 
emphasize  once  again  that  ft  is  established  policy  of  the  executive  branch  to  pro- 
vide the  Congress  and  the  public  with  the  fullest  possible  information  consistent 
with  the  public  interest.  This  policy  will  continue  to  guide  the  executive  branch 
in  carrying  out  the  mutual  security  program  so  that  there  may  be  a full  under- 
standing of  the  program  and  its  vital  importance  to  the  national  security." 

Annex  B-10 
Technical  Chanoes 

THE  HOUSE  BILL 

Although  only  the  first  of  the  three  titles  of  the  House  bill  makes  appropriations 
for  the  mutual  security  program,  the  proviso  in  the  paragraph  appropriating 
funds  for  contributions  to  ICEM,  the  paragraph  prior  to  the  paragraph  appropriat- 
ing funds  for  the  Department  of  State,  and  sections  102,  105,  106,  and  107  make 
reference  to  "this  act".  In  addition,  although  section  501  of  the  Mutual  Security 
Act  of  1959  consists  of  two  subsections,  of  which  only  subsection  (b)  authorizes 
the  use  of  contingency  funds,  section  110  of  the  House  bill  refers  to  section  501. 

EXECUTIVE  BBANCH  POSITION 

In  order  to  avoid  unnecessary  problems  of  statutory  construction  and  make 
clear  the  applicability  of  the  relevant  provisions  it  is  urged  that  all  the  references 
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to  "this  act”  be  changed  to  "this  title",  and  that  the  reference  in  section  110  to 
section  501  of  the  Mutual  Security  Act  of  1959  be  changed  to  a reference  to  section 
501(b)  of  that  act. 


Annex  C-l 

International  Development  Advisory  Board 

HOUBE  APPROPRIATIONS  COMMITTEE  REPORT 

The  report  of  the  House  Appropriations  Committee  specifically  denies  $100,000 
for  the  International  Development  Advisory  Board  (IDAB)  requested  as  part 
of  the  appropriation  for  the  Department  of  State. 

EXECUTIVE  BRANCH  POSITION 

The  executive  branch  opposes  the  denial  of  funds  for  IDAB.  This  board  is 
created  by  section  308  of  the  Mutual  Security  Act  as  a means  of  bringing  the 
wisdom  and  experience  of  highly  qualified  private  citizens  to  bear  on  the  economic 
aspects  of  the  mutual  security  program  and  to  provide  advice  to  those  administer- 
ing the  mutual  security  program.  The  function  of  IDAB  was  expressly  con- 
sidered and  approved  by  the  Congress  during  consideration  of  the  Mutual  Security 
Act  of  1959.  In  view  of  this  history,  and  in  the  absence  of  an  express  limitation 
in  tho  Mutual  Security  Appropriation  Act,  1960,  the  executive  branch  proposes  to 
carry  out  the  purpose  of  section  308  of  the  Mutual  Security  Act.  Accordingly, 
the  executive  branch  urges  the  Senate  Appropriations  Committee  expressly  to 
approve  the  $100,000  requested  for  IDAB. 

Pursuant  to  the  Mutual  Security  Act  of  1958,  and  in  accordance  with  tho 
recommendations  of  the  conference  report  on  that  act,  a new  IDAB  has  been 
appointed,  which  differs  from  its  predecessors  in  (1)  composition,  (2)  responsibility, 
and  (3)  the  nature  of  the  tasks  assigned  to  it  by  the  Under  Secretary  of  State. 

1.  Mr.  Harry  A.  Bullis,  former  chairman  of  the  board  of  General  Mills,  Inc., 
was  given  an  interim  appointment  as  Chairman  of  IDAB  on  August  28,  1958. 
After  his  appointment  had  been  confirmed  by  the  Senate  on  January  28.  1959, 
the  President  appointed  12  members  ot  IDAB  on  February  3,  1959,  and  tne  new 
IDAB  held  its  initial  meetings  on  February  3-4,  1959. 

The  membership  of  the  new  IDAB  is  more  widely  representative,  both  geo- 
graphically and  functionally.  Care  has  been  taken  to  assure  representation  from 
broad  fields  of  American  economy  and  society  (e.g.,  business,  labor,  agriculture, 
public  health,  science,  education,  publishing,  and  investment),  in  accordance  with 
congressional  suggestion.  Executive  Order  No.  10803  of  February  2,  1959,  pro- 
vides for  staggered  terms  of  membership  in  order  to  give  IDAB  the  continuity  re- 
quired for  effective  operation. 

The  members  of  IDAB  are  as  follows: 

Henry  A.  Bullis,  Minnesota,  chairman,  General  Mills,  Inc. 

Allan  B.  Kline,  Illinois,  past  president,  American  Farm  Bureau, 

Mrs.  Olive  Ann  Beech,  Kansas,  president,  Beech  Aircraft  Industry. 

Harvey  S.  Firestone,  Jr.,  Ohio,  chairman,  Firestone  Tire  & Rubber  Co. 

Edward  S.  Mason,  Massachusetts,  professor  of  economics. 

Clark  Kerr,  California,  University  of  California. 

Lloyd  A.  Mashborn,  California,  general  president,  Wood,  Wire,  & Metal  Lathers 
International  Union. 

Richard  H.  Amberg.  Missouri,  publisher,  St,  Louis  Globe-Democrat. 

Peyton  Anderson,  Georgia,  publisher,  Macon  Telegraph  and  Macon  News. 
Leonard  B.  Jordan,  Idaho,  former  Governor  of  Idaho. 

Lowell  T.  Coggeshali,  Illinois,  dean,  division  of  biological  sciences,  University  of 
Chicago. 

Edwin  B.  Fred,  Wisconsin,  president  emeritus,  University  of  Wisconsin. 

Robert  W.  Purcell,  New  York,  chairman,  International  Basie  Economy  Corp. 

2.  IDAB  is  now  directly  responsible  to  tho  Under  Secretary  of  State,  who  acts  as 
coordinator  of  the  mutual  security  program,  and  works  witn  Him  and  with  the 
Directors  of  ICA  and  DLF.  It  offers  policy  advice  on  the  economic  aspects  of 
the  mutual  security  program,  including  the  operations  of  both  DLF  and  ICA, 
with  the  purpose  of  making  them  more  effective  instruments  in  the  implementation 
of  total  U.S.  foreign  policy.  Specific  assignments  are  now  given  to  IDAB  by  the 
Under  Secretary  of  State,  and  its  recommendations  and  findings  are  submitted 
to  him.  Although,  in  some  instances,  he  might  decide  to  make  them  available  to 
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the  general  public,  outside  the  Congress  and  the  executive  branch,  this  is  not  the 
mission  of  I DAB. 

3.  IDAB  is  now  working  on  a program  of  four  topics  assigned  by  the  Under 
Secretary  of  Stnto,  and  not  merely  with  single  assignments  as  in  the  past.  In  so 
doing,  it  is  utilizing  tlirce  subcommittees,  one  of  which  (public  health)  has  an 
advisory  group  of  outside  specialists.  The  topics  on  which  IDAB  is  working  arc 
as  follows:  («)  the  first  concerns  the  accumulation  of  local  currency  owned  or 
controlled  by  the  United  States  which  involves  a consideration  of  what  changes 
in  concept,  policy,  or  law  may  bo  required  to  increase  their  utilization;  (6)  the 
second  concerns  the  evaluation  of  the  basic  objectives  of  the  technical  assistance 
program  and  of  its  current  operations.  The  fact  finding  process  will  be  undertaken 
in  conjunction  with  a State-ICA  task  force,  while  protecting  the  independence  of 
IDAB  as  to  conclusions  and  evaluations;  (c)  the  third  is  to  advise  the  Under 
Secretary  of  State  os  to  steps  which  can  be  taken  to  fulfill  recently  expressed 
congressional  wishes  for  increased  information  about  the  mutual  security  program, 
while  at  the  same  time,  insuring  that  legislative  provisions  and  congressional 
intent  regarding  propaganda  are  respected;  and  (d)  the  fourth  is  on  U.S.  activities 
in  the  field  of  international  health  under  the  mutual  security  program  and  their 
interrelation  to  other  parts  of  the  program,  in  the  interest  of  a maximum  produc- 
tive balance. 


Annex  C-2 

Investment  Incentive  Fund 
HOUSE  APPKOPHIATION9  COMMITTEE  RETORT 

The  report  of  the  House  Appropriations  Committee  specifically  denies  $5  million 
for  the  Investment  Incentive  Fund  (IIF)  requested  as  part  of  the  appropriation 
for  special  assistance. 

EXECUTIVE  miANCH  POSITION 

The  executive  branch  opposes  the  denial  of  funds  for  IIF  and,  in  the  absence 
of  an  express  limitation  in  the  Mutual  Security  Appropriation  Act,  1900,  proposes 
to  establish  the  fund.  Accordingly,  the  executive  branch  urges  the  Senate  Ap- 
propriations Committee  expressly  to  approve  the  use  of  special  assistance  funds 
for  IIF. 

ICA  for  years  has  financed  projects  to  encourage  local  and  foreign  private 
investment  within  regular  country  programs.  Tiie  executive  branch  cannot 
believe  that  the  Congress  would  not  want  ICA  to  increase  its  emphasis  on  the 
encouragement  of  private  sources  of  local  and  foreign  capital  and  know-how  to 
participate  more  fully  in  the  development  progress. 

The  request  for  IIF  within  the  special  assistance  category  was  designed  to 
give  new  and  greater  emphasis  to  building  up  the  private  sector  of  the  developing 
countries.  The  availability  of  the  funds  requested  would  provide  an  instrument 
for  the  U.S,  Government  to  move  quickly  on  emerging  investment  opportunities 
and  would  permit  testing  new  techniques  and  programs  for  countries  themselves 
to  build  on  in  future  years. 

This  is  not  a program  to  increase  the  demand  for  U.S.  Government  aid.  It  is 
precisely  the  opposite.  It  is  a program  to  energize  local  private  capital  and  to 
improve  the  conditions  and  increase  the  opportunities  for  foreign  private  and 
local  capital  to  do  the  jobs  which  public  aid  is  increasingly  being  called  on  to  do. 

In  many  of  the  countries  there  is  a discernible  willingness  on  the  part  of  the 
governments  to  exert  greater  elTorts  to  encourage  private  investment.  The 
United  States  should  encourage  these  attitudes  which  nave  contributed  so  much 
to  our  strength  as  a nation. 

The  executive  branch  regards  TIF  as  a means  to  translate  the  recent  interest 
stimulated  by  the  Straus  Report,  the  congressional  attention  as  evidenced  in 
section  413  of  the  Mutual  Security  Act,  and  the  current  receptivity  on  the  part 
-of  many  developing  countries  into  specific  positive  programs. 

Prohibition  of  the  establishment  of  IIF  would — 

(a)  seriously  cripple  the  ability  of  the  U.S.  Government  to  implement  in 
fiscal  year  1960  basic  recommendations  of  the  Straus  Report — the  study 
which  was  prepared  specifically  in  response  to  the  congressional  directive  in 
section  413(c)  inserted  in  the  Mutual  Security  Act  in  1958; 
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( b ) appear  to  cast  doubt  on  the  intent  of  the  Congress  which  in  this  session 
strengthened  section  413(c)  of  the  Mutual  Security  Act  to  require  annual 
updating  of  the  studies  of  “ways  and  means  in  which  the  role  of  the  private 
sector  of  the  national  economy  can  be  more  effectively  utilized  and  protected 
in  carrying  out  the  purposes  of  this  act  * * 

(c)  create  confusion,  if  not  doubt,  in  tho  minds  of  the  peoples  and  govern- 
ments of  the  developing  countries  as  to  whether  the  U.S.  Government 
seriously  considers  the  encouragement  of  private  enterprise  sufficiently  im- 
portant to  justify  using  ally  foreign  assistance  funds  to  help  these  countries 
with  such  programs;  and 

(cl)  limit  ICA's  ability  to  institute  and  strengthen  the  kinds  of  local  private 
enterprise  programs  in  the  developing  countries  responsive  to  t lie  recom- 
mendation in  the  interim  report  of  tho  House  Foreign  Affairs  subcommittee, 
citing  the  need  for  local  entrepreneurs  to  take  initiative  and  responsibility 
for  projects. 


Annex  C-3 

Participant  Training  under  Technical  Assistance 
HOUSE  APPROPRIATIONS  COMMITTEE  REPORT 

The  report  of  the  House  Appropriations  Committee  directs  that  tho  number  of 
foreign  participants  to  be  given  training  under  technical  assistance  be  reduced  and 
that  the  average  cost  for  participant  trainees  also  bo  reduced. 

EXECUTIVE  BRANCH  POSITION 

The  executive  branch  opposes  the  directive  of  the  House  Appropriations  Com- 
mittee and,  in  the  absence  of  an  express  limitation  in  the  Mutual  Security  Ap- 
propriation Act,  1900,  intends  to  disregard  it.  Accordingly,  tho  executive  branch 
urges  the  Senate  Appropriations  Committee  expressly  to  approve  the  planned 
participant  training  program. 

From  fiscal  year  1960  technical  assistance  funds  the  executive  branch  plans  to 
finance  the  training  of  10,500  foreign  technicians,  nil  increase  of  10  percent,  from 
1959.  The  average  of  participant  costs  is  estimated  to  average  approximately 
$5,000  per  participant  in  training.  These  costs  are  made  up,  largely,  of  (1)  tuition 
nnd  other  fees  paid  to  the  university  or  other  training  institution;  (‘2)  travel  ex- 
penses; (3)  reception,  orientation,  interpreter,  and  similar  overhead  services;  and 
(4)  a modest  maintenance  allowance  to  the  foreign  participant  while  in  training 
(e.g.,  $8  a day  is  allowed  for  living  expenses  while  at  a study  location  in  the  United 
States). 

Participants  are  carefully  selected  by  the  United  States  and  the  cooperating 
country  with  the  following  factors  in  mind:  (a)  participant  training  must  be  di- 
rected at  filling  a gap  in  the  skills  available  to  do  an  important  task ; {/>)  the  needed 
training  cannot  be  given  within  the  cooperating  country  as  effectively;  (r)  partici- 
pants must  return  to  a specified  job  in  which  their  training  will  be  put  to  use; 
and  (d)  upon  their  return  to  their  country,  participants  are  expected  to  teach, 
lead,  or  assist  others  toward  better  performance. 

This  low-cost,  program,  clearly  a central  element  of  technical  assistance,  has 
yielded,  and  is  yielding,  excellent  results  in  helping  alleviate  or  overcome  some  of 
the  crucial  skills  shortages  which  handioap  the  successful  development  of  public 
health,  education,  agriculture,  and  other  key  fields  in  the  underdeveloped  areas. 

The  participant  training  program  also  yields  a byproduct  of  value,  in  that  it 
gives  thousands  of  actual  and  potential  leaders  of  government,  business,  and  tho 
professions  of  the  underdeveloped  countries  an  exposure  to  the  American  system. 

In  sura,  the  executive  branch  believes  that  the  participant  training  element  of 
the  technical  assistance  program  is  highly  effective,  makes  n significant  eliort- 
and  long-run  contribution  both  to  development  and  to  appreciation  of  America, 
is  low  in  cost  for  the  values  received,  and  should  be  expanded  in  fiscal  year  1960 
as  planned. 


(See  p.  126) 

Comparative  statement  of  assistance  to  countries  receiving  both  MSP  grants  under  DS  or  SA  and  DLF  loans 

{In  thousands  of  dollars) 


Fiscal  year  1657 

Fiscal  year  1958 

Fiscal  year  1959 

MSP  loons 

MSP 

grants 

Total 
MSP  aid 

MSP  toons 

MSP 

grants 

Total 
MSP  aid 

Non-DLF 

loans 

MSP 

grants 

Total 
MSP  aid 

DLF 

loans 

Non-DLF 

loans 

DLF 

loans 

Non-DLF 

loans 

Europe: 

Spain 1 

62,953 

62,953 

13,600 

53,461 

1,998 

53,461 

9,998 

23,800 

51,500 

50,000 

2300 

72,800 

61,500 

Yugoslavia 

13,500 

8,000 

Total,  Europe 

Africa:  . 

Ethiopia 

7,640 

13,500 

62,953 

76,453 

BWSiB 

8,000 

55,459 

63,459 

75,300 

7,640 

62360 

135,300 

6,600 

6,600 

1,301 

100 

15,000 

1,301 

100 

20,000 

500 

3,190 

800 

2000 

10,000 

4,350 

1,963 

625 

15,000 

Liberia 

Libya 

Nigeria. 

3,500 

wFjpiiiy  lyrri’j 

16, 580 
1,000 

A 000 

:::::::::::: 

Sudan 



400 



650 

19.500 

20.000 

Tunisia.  

2,500 

5,  500 

4,300 

mm 

14,034 

id,  334 

Total,  Africa... 

Near  East: 

Greece 

Iren 

Israel. 

Jordan 

6,000 

26,180 

32180 

9,300 

1,000 

30,835 

41,135 

20,840 

57.748 

78,588 

sss 

2'tfS 

14. 999 

21.999 
16,000 
20,000 
10,000 
30,500 

24.999 

44.999 

25.000 

20.000 
10,000 
55,500 

12000 

40.000 

15.000 



15, 010 
6,590 
7,500 
30,850 
920 
70,000 

27,010 

46,590 

22,500 

30.850 

4,920 

80,000 

37,700 

10,000 

3,700 

1,500 

37,500 

20,000 

3.000 

7,500 

43,230 

12500 

100,000 

Lebanon ...... 

HbBwujI 

Turkey 

Total,  Near  East 

South  Asia: 

Ceylon 

25,000 

08,000 

112,498 

180,498 

81,000 

130,870 

211, 870 

mm 

186,230 

279.630 

2.600 

*7,500 

42,000 

2,500 

16,000 

50,684 

5,000 

62,500 

92.684 

3,250 

75,000 

38,600 

MM 

3.250 

75,000 

88,600 

mm 

120,000 

63,150 

120.000 
158, 160 

Total,  south  Asia 

50,000 

95,666 

92.000 

68.184 

160,184 

118,850 

50,000 

166,860 

162 150 

95,000 

278,150 
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Far  East: 

Indonesia  . 

Korea... 

717 

4,000 
300,183 
18. 9]  3 
60,000 
20.000 
229.004 

4,717 

300,183 

23,913 

90.000 

30.000 
254,994 

8,455 

214,859 

15,439 

56,997 

13,107 

171,369 

8,455 

220.459 

15,439 

84,883 

21,857 

174,669 

9,000 
12.140 
50  000 
11.600 
20,750 
19,500 

1,200 

211,100 

15.000 
70,479 

30.000 
177,000 

10,200 

223,240 

65,000 

82,079 

40,750 

166,600 

Philippines.. 

Taiwan 

Thailand 

Vietnam . 

io.666 

30.000 

10.000 
25.000 

5,600 

27,886 

1,750 

7.000 

3,800 

Total.  Far  East.. 

Latin  America: 

Bolivia 

65,717 

633,090 

698,807 

35,236 

10,300 

480,226 

525,762 

122,990 

494,779 

617.769 

19.993 

15,280 

1,010 

36,283 

19,983 

15,280 

1,010 

36,283 

18,975 

10,000 

2,000 

ao 

18,975 

10,000 

2,000 

4,000 

5,400 

4.300 

8,800 

17,000 

18 

5,500 

160 

21,000 

6,418 

9,800 

8.950 

Guatemala... 

Haiti 

Umpnay,. _ 



Total,  Latin  America 

Grand  total 

215,217 

939,188 

1,184,405 

242,386 

19,300 

778,366 

1,040,051 

616, 180 

7,6M 

ZZ,WO 

908,786 

16, 168 

1,431,005 
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COMMITTEE  RECESS 

Chairman  Hayden.  The  committee  will  stand  adjourned  until 
10:30  Monday  morning. 

(Whereupon,  at  12:30  p.m.,  Friday,  August  14,  1959,  the  committee 
adjourned  to  reconvene  at  10:30  a.m.,  Monday,  August  17,  1959.) 
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MONDAY,  AUGUST  17,  1959 

U.S.  Senate, 

Committee  on  Appropriations, 

Washington,  D.C. 

The  committee  met,  pursuant  to  recess,  at  10:30  a.m,,  in  room 
1224,  Now  Senate  Office  Building,  Hon,  Car!  Hayden,  chairman  of 
the  committee,  presiding. 

Present:  Chairman  Hayden,  Sonators  Pastore,  Monroney,  and 
Dworshak. 

MUTUAL  SECURITY 

FAR  EAST 

STATEMENTS  OF  HON.  J,  GRAHAM  PARSONS,  ASSISTANT  SECRE- 
TARY OF  STATE  FOR  FAR  15ASTERN  AFFAIRS;  DR.  RAYMOND 
T.  MOYER,  REGIONAL  DIRECTOR,  OFFICE  OF  >AR  EASTERN 
OPERATIONS,  INTERNATIONAL  COOPERATION  ADMINISTRA- 
TION, AND  REAR  ADM.  EDWARD  U.  O'DONNELL,  U.S\  NAVY, 
DIRECTOR,  FXR  EAST  REGION,  OASD/ISA,  DEPARTMENT  OF 
DEFENSE,  ACCOMPANIED  BY  jf.  E.  MURPHY,  INSPECTOR  GEN- 
ERAL AND /COMPTROLLER,  MUTUAL  SECURITY f CLIFFORD  C. 
MATLOCK,/  ECONOMIC  SPECIAL  ASSISTANT  TO  THE  ASSIST- 
ANT SECRETARY  FOR  FAR  EASTERN  AFFAIRS;  ROBERT  'C. 
YOST,  AlE  PROGRAMS  ADYiBEB,,  BUREAU  lOF  FAR  EASTERN 
AFFAIRS ; t VINCEN?  SHERRY,  PROGRAM  OFFICER,  DEPAfijr- 
MENT  OF  STATE;  WILLIAM  I.  KROSRNER/ ACTING  CHIEF,  FAR 
EAST  PROGRAM  STAFF;  C.  HERBERT  REEG.  PROGRAM  OFFICER, 
OFFICE  OF  THE  DEPUTY  DIRECTOR.  FOR  PROGRAM  AND  PLAN- 
NING; EDWARD  F,  TENNANT,  ACTING  'ASSISTANT  DEPUTY 

director- controller,  international  coppEratioi?  ad- 

MINISTBATION;  CAPT.  CHARLES  WAYNE,  U.S<  NAVY,  FAR  EAST 
REGION,  OASD/ISA;  LT.  COL.  R.  R.  LYNN,  U.S.  AIR  FORCE,  FAR 
EAST  REGION,  OASD/ISA;  CHARLES  H.  SHUFF,  DEPUTY  ASSIST- 
ANT  SECRETARY  FOR-  .MILITARY  ASSISTANCE  PROGRAMS, 
OASD/ISA;  MARKLEY  SHAW,  COMPTROLLER,  ISA,  AND  COL. 
VICTOR  H.  KING,  U.S.  AIR  FORCE,  DEFENSE  COORDINATOR 
FOR  MSP  CONGRESSIONAL  PRESENTATION,  ISA,  DEPARTMENT 
OF  DEFENSE 

Genebal  Statement 

Chairman  Havden.  The  committee  will  please  be  in  order. 

The  first  witness  this  morning  will  be  Hon.  J.  Graham  ParsonB, 
Assistant  Secretary  of  State  for  Far  Eastern  Affairs. 

Do  you  have  a prepared  statement? 

Mr.  Parsons.  Yes,  sir. 
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Chairman  Hayden.  Do  you  wish  to  read  all  of  it,  or  highlight  it? 

Mr.  Parsons.  I would  prefer  to  read  it,  if  I may,  sir. 

Chairman  Hayden.  All  right,  you  may  proceed. 

Mr.  Parsons.  Mr.  Chairman  and  members  of  the  commitleo,  I 
welcome  the  opportunity  to  placo  before  this  committee  the  urgent 
foreign  policy  considerations  relating  to  the  Far  East  which  argue  for 
appropriation  of  the  full  amount  authorized  by  the  Congress  for  the 
mutual  security  program  in  fiscal  year  I960.  Tho  total  authorization 
is  itself  sufficiently  below  the  amount  requested  by  the  administration 
to  he  a real  cause  for  concern  in  regard  to  the  achievement  of  our 
important  objective  in  this  major  area  of  the  world.  The  House  action 
in  voting  an  appropriation  substantially  below  tho  amount  authorized 
would,  if  sustained,  clearly  reduce  further  the  effectiveness  of  our  aid 


program. 

Given  the  character  of  these  programs,  it  is  unfort  unately  impossible 
to  measure  accurately  each  year  the  degree  to  which  they  have  at- 
tained—-or  follen  short  of  attaining — their  basic  objectives.  The 
cumulative  damage  to  our  foreign  policy  objectives  in  the  political, 
military,  and  economic  fields  in  the  Far  East  from  partial  withdrawal 
of  our  support  may  therefore  be  irreparable  by  the  time  it  is  generally 
evident.  Moreover,  the  political  and  psychological  effects  of  such 
action  in  the  Far  East  as  a wholo  must  he  considered  apart  from  the 
effect  of  tho  cuts  on  individual  country  programs.  What  is  involved 
is  our  whole  posture  in  the  face  of  continuing  Communist  threats  to 
free  world  security,  and  whether  we  have  the  fortitude  and  persever- 
ance to  moot  these  threats  on  a sustained  basis. 


EXCHANGE  OF  VISITS  OF  AMERICAN  AND  SOVIET  LEADERS 

A development  which  I am  sure  is  uppermost  in  our  minds  today 
is  tho  forthcoming  exchange  of  visits  between  the  American  and  Soviet 
leaders  of  government.  The  recent  announcement  of  this  exchange 
of  visits  ushers  in  a period  of  hope  and  yet  a period  of  danger.  It 
will  be  a period  of  hopeless  danger  if  the  free  world  starts  abandoning 
tested  policies  before  there  is  substantive  justification  for  doing  so. 
The  purpose  of  these  visits  is  to  increase  understanding  of  our  posi- 
tions and  of  our  country  and  people.  The  mere  fact  of  the  visits 
should  not  causo  us  to  conclude  that  somehow  Communist  objectives 
have  changed  or  that  issues  between  us  have  been  settled.  In  other 
words,  this  is  a time  to  maintain  the  strength  of  ourselves  and  our 
friends:  an  appearance  of  softness  now  would  be  as  unproductive  as 
it  would  be  unjustified. 

Perhaps  there  is  no  corner  of  the  free  v.  odd  more  directly  dependent 
upon  the  United  States  for  its  continued  freedom  from  Communist 
engulfment  than  the  Far  East.  The  Far  Eastern  countries  are 
mostly  relatively  small  f.nd  thinly  distributed  around  the  rim  of  the 
Sino-Soviet  bloc.  They  are  also,  for  the  most  part,  countries  which 
came  into  being  since  1945.  The  resulting  degree  of  dependence  of 
these  Far  Eastern  friends  of  ours  on  Western  support  means  that  they 
will  be  particularly  susceptible  to  new  winds  that  may  blow  across  the 
globe. 

EFFECT  OF  CUTBACK  IN  AID  PROGRAMS 

While  most  Far  Eastern  peoples  welcome  the  forthcoming  visits  in 
the  terms  that  we  do  too,  tney  nevertheless  seek  and  require  reassur- 
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ance  as  to  our  constancy  of  purpose.  If  they  think  that  we  are  now 
about  to  change  our  basic  policies,  or  likely  to  cut  back  substantially 
on  the  aid  programs  they  now  depend  upon  for  their  continued  free 
existence,  then  the  situation  could  deteriorate  rapidly. 

Besides,  I see  nothing  in  our  intelligence  assessments  of  Communist 
designs  and  capabilities  that  would  justify  any  cutbacks  in  current 
mutual  security  programs.  There  is  no  evidence  of  change  in  Com- 
munist objectives  and  Communist  capabilities  to  pursue  these  objec- 
tives are  likely  to  grow,  at  least  in  the  near  future,  with  the  bloo 
powers'  emphasis  on  developing  armed  forces  which  are  better 
equipped  and  more  mobile  than  those  which  they  have  today,  and 
wnicn  even  today  are  more  numerous  than  those  of  the  forces  in  the 
free  Far  East. 

POSITION  OF  COMMUNIST  CHINA 

There  is  also  every  reason  to  assume  that  Communist  China  will 
remain  firmly  alined  with  its  nuclear  partner,  the  Soviet  Union,  which 
has  on  several  recent  occasions  thrown  the  weight  of  its  nuclear 
threats  behind  Chinese  Communist  actions.  Since  the  Chinese 
Communists  will  enlarge  their  already  formidable  conventional 
military  capability  during  the  years  ahead,  the  United  States  will  have 
even  more  compelling  reasons  for  helping  to  develop  the  capabilities 
and  resources  of  its  Far  Eastern  allies  and  other  friends.  I agree  with 
those  who  forecast  that  Communist  aggression  is  more  and  more 
likely  to  be  posed  in  ways  in  which  friendly  Far  Eastern  forces,  with 
their  capabilities  to  cope  with  smaller  warfare  situations  and  to 
identify  ambiguous  aggressions,  will  be  of  increasing  importance  in 
complementing  our  capabilities  and  in  maintaining  the  security  of  the 
Far  East. 

Aside  from  the  question  of  whether  or  not  we  can  expect  Communist 
aggression  in  the  next  few  years,  any  significant  reduction  in  the 
relative  strength  of  friendly  as  opposed  to  Communist  forces  in  the 
Far  East  is  bound  to  have  an  adverse  impact  upon  the  whole  psy- 
chology of  the  free  world  position.  It  is  true  that,  our  Far  Eastern 
friends  are  determined  to  remain  independent,  but  they  simply  are  not 
going  to  be  able  to  stand  up  against  Communist  pressures  if  they  feel 
that  the  power  of  the  free  world  is  receding. 

MAINTENANCE  OF  FAR  EASTERN  FORCES 

The  United  States  is  helping  to  support  the  maintenance  of  Far 
Eastern  forces  numbering  over  1%  million  men  who  make  up  an  essen- 
tial and  important  component  of  the  free  world’s  total  defenses. 
Most  of  these  forces  are  to  be  found  in  the  three  countries  which 
constitute  major  pressure  points  in  the  cold  war — the  Republic  of 
Korea,  the  Republic  of  Cnina,  and  the  Republic  of  Vietnam — all 
three  being  the  free  parts  of  war-divided  countries.  Without  our 
defense  support  assistance,  however,  the  economies  of  these  small 
countries,  two  of  them  recently  ravaged  by  war,  could  not  maintain 
current  force  levels  with  any  degree  of  political  or  economic  stability. 
Any  marked  reduction  in  defense  support  aid  would  precipitate  either 
serious  inflation  or  require  the  reduction  of  force  levels*which4we  judge 
to  be  essential  for  free  world^needs.  ^ 
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BATTLE!  TESTED  TROOPS 

I might  add  that  among  the  armed  forces  of  these  Republics  are 
many  battle-tested  troops,  including  those  which  have  demonstrated 
such  valor  and  skill  in  the  fighting  in  the  Taiwan  Strait  last  year. 

I stress  these  factors  because  they  have  a direct  hearing  on  the 
problem  now  before  this  committee.  I believe  we  should  be  well 
advised  of  the  consequences  of  the  excessive  cuts  proposed  by  the 
House  action  in  the  mutual  security  program— a program  on  which 
most  of  the  friendly  forces  in  the  Far  East  in  varying  degree  are 
dependent  for  their  support  and  on  which  wo  all,  Americans  included, 
are  dependent  for  our  security. 

RETURN  ON  MUTUAL  SECURITY  INVESTMENT 

Of  course,  there  could  bo  little  justification  for  the  appropriation 
year  after  year  of  such  large  amounts  for  our  mutual  security  program 
if  there  were  an  inadequate  return  on  our  investment. 

One  way  to  measure  this  return  is  in  terms  of  the  security  it  has 
helped  to  achieve  over  the  past  decade.  Contrast  the  wars,  insur- 
gency, and  all  the  serious  setbacks  that  characterized  the  Far  East- 
ern scene  up  to  and  during  the  critical  transformation  period  of  1950 
to  1954  with  what  we  see  today,  and  I am  sure  you  will  agree  that 
real  progress  has  occurred.  Overt  Communist  agression  nas  been 
checked  in  Korea  and  Indochina.  Insurgency  has  been  wiped  out 
in  the  Philippines  and  almost  entirely  in  Malaya.  Impressive  prog- 
ress is  being  made  in  Burma  in  bringing  the  insurgency  under  con- 
trol. How  many  would  have  predicted  5 years  ago  that  a divided 
country  like  South  Vietnam,  tom  by  war  and  crowded  with  refugees 
from  the  north,  could  have  achieved  the  kind  of  progress  we  see 
today?  As  for  the  small,  strategically  located  Kingdom  of  Laos,  it 
is  a free  independent  country  today,  determined  despite  heavy  pres- 
sures to  resist  further  inroads  of  Communist  aggression.  The  point 
I wish  to  stress  is  that,  thanks  in  an  important  degree  to  our  mutual 
security  program,  the  free  countries  of  the  Far  East  have  been  able 
to  maintain  and  consolidate  their  independence.  It  should  be  noted 
that  no  free  territory  in  the  Far  East  has  been  lost  to  communism  in 
recent  years. 


REVELATION  OP  TRUE  NATURE  OP  COMMUNISM 

Some  years  back,  communism  held  a fairly  wide  appeal  among 
Asian  intellectuals  and  others  who  wore  unaware  of  communism’s 
true  aims  and  particularly  of  its  methods.  By  now  communism  has 
been  on  display  before  Asians  for  a sufficiently  long  time  that  its  true 
nature  has  become  fully  revealed  to  the  comprehending.  Several 
leaders  of  free  Asia,  who  had  previously  thought  that  our  analyses  of 
communism  were  overdrawn  and  who  hopefully  believed  that  the 
Communist  regimes  would  respond  flexibly  and  favorably  to  conces- 
sions and  gestures  from  the  free  world  s:de,  are  now  becoming  con- 
vinced that  these  hopes  were  illusory.  It  has  become  more  clear  to 
many  more  Asians  that  the  persistent  fundamental  motivation  of  the 
Communists  is  world  domination  whereas  the  motivation  of  the  free 
world  is  exactly  wlmt  they  want  for  themselves,  the  preservation  of 
their  freedom  and  the  opportunity  to  develop  their  countries  in  peace. 
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This  reevaluation  has  been  long  in  the  making,  but  has  been  ac- 
celerated by  such  events  as  these  which  occurred  in  1958  and  1959: 

1.  Communist  China  endeavored  by  severing  all  economic  relations 
with  Japan  to  intervene  in  Japan’s  1958  election  campaign  with  the 
object  of  defeating  a government  dedicated  to  a policy  of  trado  and 
friendly  relations  with  the  United  States  and  the  freo  world  generally. 
This  was  followed  by  Chinese  Communist  efforts,  both  political  and 
economic,  to  destroy  the  Japaneso  trade  position  in  southeast  Asia. 

2.  In  August  1958  Communist  China  resorted  to  the  use  of  force 
in  the  Taiwan  Strait,  and  during  the  process  stated  repeatedly  that 
its  two  objectives  were  the  liquidation  of  Taiwan  and  the  departure 
of  the  United  States  from  the  Western  Pacific, 

3.  The  Peiping  regime  has  organized  the  people  of  mainland  China 
into  communes  in  order  to  mobilize  their  physical  and  mental  energies 
for  the  exclusive  purposes  of  tho  regimo.  Nevor  have  so  many 
millions  of  people  been  so  ruthlessly  regimented. 

4.  Tho  brutal  suppression  of  tho  Tibetan  people,  in  disregard  of 
previously  given  guarantees  of  Tibet’s  political,  cultural,  and  religious 
automony,  was  a rude  shock  to  the  peoples  of  Asia  who  were  obliged 
to  draw  tho  conclusion  that  a ruthless  imperialism  had  taken  root  in 
Asia. 

5.  In  Laos  there  exists  the  makings  of  a crisis  brought  about  by 
Communist  efforts  to  disrupt  tho  progress  being  made  by  the  now 
Lao  Government  in  stabilizing  the  internal  situation  and  in  removing 
Communist  influences. 

These  aro  among  the  events  that  have  helped  to  open  tho  eyes  of 
free  Asians  to  the  true  nature  of  the  common  danger  they  face. 
But  there  is  a moro  fundamental  explanation. 

FORCE  OF  IDEA  OF  NATIONALISM 

The  most  significant  forco  in  the  Far  East  today  is  nationalism. 
This  force  acts  against  all  those  who  aro  seen  as  trymg  to  deny  or  to 
abridge  the  cherished  independence  those  countries  nave  achieved, 
most  of  them  in  recent  years  and  somo  of  them  after  long  periods  of 
struggle.  It  is  understandable  that  the  power  of  nationalism  should 
have  at  first  operated  against  the  Western  colonial  powers  and  that 
that  feeling  should  have  obscured  the  dangers  posed  by  the  imperialists 
in  Moscow  and  Peiping. 

However,  with  every  passing  year  Asians  are  coming  to  have  a 
better  appreciation  of  who  are  tho  real  imperialists.  Thus  with  the 
passage  or  time,  nationalism  is  likely  progressively  to  favor  free  world 
intorosts  as  opposed  to  those  of  communism. 

ECONOMIC  DEVELOPMENT  A MAJOR  FRONT 

In  this  struggle  between  the  free  and  Communist  worlds,  economic 
development  has  become  a major  front  in  the  Far  East.  The  newly 
sovereign  countries  still  inexperienced  in  the  art  of  national  govern- 
ment face  popular  demand  for  accelerated  economic  growth.  The 
rate  of  such  growth  is  of  major  political  concern  in  every  underdevel- 
oped Far  Eastern  country,  with  Communist  sirens  purveying  Marxist 
solutions  as  being  faster  and  better.  Progress  in  development  and 
some  improvement  in  living  standards  have  become  indispensable  to 
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political  stability  and  to  popular  support  of  governments  in  power. 
The  underdeveloped  countries  sorely  need  external  capital  to  sup- 
plement their  limited  domestic  resources  for  development.  Some  of 
them  have  even  accepted  loans  and  grants  from  the  U.S.S.R.  and 
Communist  China  who  in  recent  years  have  adopted  the  technique 
of  economic  aid  to  gain  political  beachheads. 

HOLE  OF  DEVELOPMENT  LOAN  FUND 

The  Development  Loan  Fund  should  therefore  be  supplied  with 
adequate  funds  to  play  an  effective  role  in  helping  to  resolve  this 
struggle  favorably  for  the  free  world. 

X do  not  want  to  minimize  the  many  threats  to  the  security  of  the 
Far  East  that  persist  as  a result  of  the  relent'ess  pressures  of  the 
Soviet  bloc;  and  I do  not  wish  to  obscure  the  fact  that  there  are  a 
number  of  extremely  serious  problems  which  we  face  in  that  part  of 
the  world.  The  point  I do  wish  to  stress,  however,  is  that  over  the 
past  5 years,  a notable  stabilization  of  the  situation  has  occurred, 
thanks  in  no  small  measure  to  the  mutual  security  program.  Security 
is  being  established;  administration  is  improving;  education  is  being 
widely  extended;  transport  and  communications  systems  are  being 
developed;  and  the  stage  is  otherwise  being  set  for  the  kind  of  eco- 
nomic and  social  progress  which  these  countries  seek.  Since  the 
Communists  do  not  wish  to  see  the  stabilization  of  a situation  favor- 
able to  us,  wo  must  continue  to  have  the  resources  available  to  counter 
disruptive  actions  by  them. 

It  would  seem  to  be  singular’y  lacking  in  prudence  if,  after  such 
rewarding  expenditures  of  mon^y  and  efforts,  we  were  now  to  jeopard- 
ize the  fruits  of  our  labors  through  failure  to  give  adequate  and  con- 
tinuing support. 

In  short,  we  stand  to  lose  so  much  through  inadequate  support  of 
our  current  programs,  and  we  stand  to  gain  so  much  through  ade- 
quate support,  that  there  can  be  only  one  objective  course  of  action. 
You  can  be  sure  that  any  vacuum  left  by  our  failure  to  p rov’d'4  ade- 
quate support  will  be  quickly  and  willingly  filled  by  the  Communists. 

ADEQUATE  SUPPORT 

I agree  that  the  key  word  is  the  word  “adequate.”  What  is  ade- 
quate support?  In  our  opinion  the  funds  requested  this  year  by  the 
administration  represent  the  minimum  necessary  for  the  continuation 
of  essential  programs  in  the  Far  East. 

It.  would  in  my  opinion  bo  prejudicial  to  the  American  position  in 
the  Far  East  to  deny  the  material  support  appropriate  to  the  purpose. 
Failure  to  restore  the  further  cuts  made  by  the  House  in  its  appro- 
priations bill  could  well  jeopardize  our  foreign  policy  objectives  in 
the  Far  East  and  raise  a question  of  American  intent.  In  a role  of 
free  world  leadership,  we  cannot  afford  to  falter  or  appear  reluctant  to 
back  our  policy  with  our  resources.  The  history  of  the  past  few  years 
demonstrates,  I believe,  that  the  tenets  of  our  Far  Eastern  policy  are 
correct,  and  we  should  persevere  in  that  policy. 

Survival  of  the  free  world  in  the  face  of  Communist  imperialism 
will  depend  upon  the  continuity  of  our  policy,  adequacy  of  the  means 
for  its  support,  and  perseverance  in  our  chosen  course  of  action. 

Mr.  Chairman,  that  completes  my  statement. 


MUTUAL  SECURITY  APPROPRIATIONS,  I960 


515 


Chairman  Hayden.  I want  to  congratulate  you,  sir,  on  what 
appears  to  be  a well  reasoned  and  clear  statement  of  the  situation. 
Mr.  Parsons.  Thank  you,  Mr.  Chairman. 

Chairman  Hayden.  Do  you  have  any  questions? 

Senator  Dworshak.  Mr.  Chairman,  I had  planned  to  compliment 
Mr.  Parsons  on  the  very  persuasive  statement  he  has  made.  I cer- 
tainly cannot  agree  with  all  his  contentions  and  conclusions,  but  he 
has  done  a fine  job. 

I recall  with  interest  that  Mr.  Parsons  was  Ambassador  to  Laos  in 
1956  when  Senator  Ellender  and  I visited  that  country.  The  visit 
was  very  brief,  but  you  were  most  cooperative. 

I think  you  were  leaving  about  the  same  day  for  some  conference 
in  southeast  Asia,  but  we  were  ablo  to  make  some  very  interesting 
surveys  and  studies  while  we  were  there. 

LOWG-TERM  PROBLEM 

Mr.  Parsons,  I wonder  if  you  are  implying  that  we  must  assume 
the  obligation  or  responsibility  to  carry  on  indefinitely  our  current 
financial  burden  in  the  southeast  or  face  the  likelihood  that  the 
Reds  will  move  in.  Do  you  think  the  real  test  or  the  criterion  of  the 
determination  or  objective  of  this  country  is  that  we  must  continue 
to  provide  the  financial  assistance  indefinitely  that  we  have  for  the 
past  several  years? 

Mr.  Parsons.  Senator,  I think  we  are  faced  with  a long-term 
problem  there,  a long-term  problem  in  two  senses: 

First,  that  the  Communists  never  relax  their  objective  of  world 
domination.  If  they  do  not  succeed  by  one  means  today,  they  will 
try  by  another  means  tomorrow. 

The  current  return  to  armed  provocation  in  Laos  is  a case  in  point. 
So  I think  that  from  the  standpoint  of  the  persistence  of  the  Com- 
munist efforts,  we  are  going  to  have  to  maintain  a vigorous  counter- 
effort for  as  long  as  that  threat  persists  and  it  will  persist,  I am  afraid, 
for  a long  time. 

Now,  from  the  other  point  of  view,  I think  that  while  there  have 
been  improvements  in  the  free  countries  of  the  Far  East,  very  real 
improvements,  and  while  I think  we  can  compliment  some  of  our 
Far  Eastern  friends  on  the  progress  they  have  made  in  developing 
their  institutions,  and  in  general  consolidating  their  countries,  never- 
theless, in  a good  many  cases,  they  are  far  from  having  the  dynamic 
self-sustaining  economies,  particularly  in  the  divided  countries,  that 
they  will  need  to  have. 

Senator  Dworshak.  They  never  will  have,  will  they,  Mr.  Parsons. 
Mr.  Parsons.  I would  like  to  think  that  they  can  succeed  in  the 
long  run,  but  I am  afraid  in  some  cases  it  will  be  a long  run. 

RESISTANCE  TO  COMMUNIST  AGGRESSION 

Senator  Dworshak.  You  made  this  comment: 

It  should  be  noted  that  no  free  territory  in  the  Far  East  has  been  lost  to  com- 
munism in  recent  years. 

Of  course,  that  implies  that  we  are  building  up  military  strengths 
in  those  areas  which  would  resist  and  are  resisting  communistic  ag- 
gression. 
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Having  served  as  Ambassador  to  Laos,  of  course,  you  know  that 
their  military  potential  is  extremely  limited  and  if  the  Communists, 
Rod  China,  wanted  to  move  in  tomorrow,  they  could  probably  do  so 
and  encounter  little  resistance  from  a military  standpoint;  is  that 
right? 

Mr.  Parsons.  If  I can  presume  upon  inv  colleague’s  field,  I would 
have  to  agree  with  you.  A major  aggression  would,  of  course,  over- 
whelm the  army  of  Laos. 

Senator  Dworshak.  It  would  not  have  to  be  very  extensive, 
either.  I am  not  minimizing  the  splendid  job  those  people  have  done, 
and  I am  sure  they  are  loyal  to  their  own  country  and  in  a large  sense 
to  the  free  world. 

DETERRENT  TO  ASSAULT  ON  LAOS 

But  unless  the  Red  Chinese  recognized  that  an  assault  on  Laos 
would  invite  retaliation  from  the  United  States,  they  would  have  been 
in  there  a long  time  ago.  Is  that  not  also  true? 

Mr.  Parsons.  There  lias  to  be  a broader  deterrent,  I would 
thoroughly  agree,  and  that  broader  deterrent  is  furnished  in  part  by 
the  Southeast  Asia  Treaty  Organization,  in  which  we  and  other 
countries  are  banded  together  and  which  covers  Laos,  Cambodia, 
and  Vietnam  in  its  protocol,  also. 

However,  at  the  present  time  in  Laos  we  are  seeing  a situation 
develop  for  which  the  Army  of  Laos  exists  actually.  The  Army  of 
Laos  is  now  trying  to  deal  with  the  problem  of  incursions  from  alien 
territory  and  insurgency  organized,  we  believe,  by  elements  of  the 
Victminh,  and  we  hope  that  the  army  will  be  successful  in  restoring 
internal  security  and  order. 

Senator  Dworshak.  Of  course,  when  we  had  that  trouble  not  too 
long  ago  in  the  Formosa  Strait,  we  realized  that,  the  Chinese  National- 
ists were  limited  in  the  amount  of  resistance  they  could  provide  and 
we  had  to  send  our  forces  there.  That  emphasizes  the  point  that 
while  they  do  make  a token  resistance — and  it  is  quite  effective  in  a 
sense  when  you  consider  the  limitations  of  their  economic  and  human 
resources — at  the  same  time  the  real  test  and  the  real  responsibility 
sort  of  devolve  upon  the  United  States. 

We  should  not  overlook  that.  It  is  psychological;  it  is  all  part  of 
the  Eisenhower  doctrine  that  is  reflected  in  our  agreements  in  that 
section  that  an  attack  on  any  nation  will  be  construed  as  an  attack 
upon  the  United  States,  and  that,  basically,  is  responsible,  is  it  not, 
for  the  successful  efforts  we  have  had  in  the  past  few  veal's  to  resist 
that  aggression? 

Mr.  Parsons.  I believe  that  the  posture  of  the  United  States  and 
our  willingness  to  stand  up  for  our  friends  and  to  meet  our  treaty 
commitments  is  in  very  groat  degree  responsible  for  our  success,  as 
3’ou  say. 

Senator  Dwoiisiiak.  In  doing  that,  I certainly  do  not  want  to 
underevaluate  the  contributions  which  those  people  make,  but  they 
are  so  limited  in  their  human  resources  and  their  economic  resources 
and  everything,  and,  obviously,  in  their  military  readiness,  too,  that 
it  is  expecting  a lot  for  them  to  stand  up  alone. 

Mr.  Parsons.  I agree  it  would  bo  very  difficult  alone,  and  that  is 
why  it  is  necessary  that  they  feel  the  United  States  is  behind  them  and 
is  also  lending  its  support  for  the  types  of  things  that  they  can  do. 
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VALUE  OF  CHINESE  NATIONALIST  RESISTANCE 

I think  in  the  Taiwan  Strait  last  year  wo  had  a demonstration  of 
how  valuable  it  was  to  have  forces  of  that  kind  in  being. 

The  Air  Forco  of  the  Republic  of  China  really  made  a remarkable 
record  in  tho  strait  in  the  percentage  of  victories  they  bad.  I think 
that  during  the  crisis  they  only  lost  1 plane  while  downing  34  or  35 
modem  Riissi&n~type  planes. 

Tho  Chineso  Navy  and  the  Chinese  soldiers  on  Quentoy  met  that 
situation  with  extraordinary  endurance  and  resolution. 

That  was  the  type  of  situation  in  which  the  forces  of  our  friends 
could  be  extremely  useful;  that  is  to  say,  a limited  war  situation. 

Senator  Dworshak.  1 hope,  Mr.  Parsons,  that  any  reduction  in  the 
appropriations  made  for  southeast  Asia  will  not  be  construed  as  a 
lessening  of  our  interest  in  the  welfare  of  those  freo  countries.  I think 
that  there  should  be  a recognition  on  their  part,  also,  that  we  have 
some  limitations  financially. 

For  instance,  in  the  past  fiscal  year  we  had  a deficit  of  $12%  billion. 
So,  obviously,  we  have  considerations  other  than  maintaining  the 
maximum  support  that  lias  been  forthcoming  from  us  for  those  areas 
in  tho  past  few  years. 

They  must  realize  that,  I hope,  and  certainly  the  people  who  are  in 
the  State  Department  and  in  ICA  should  not  overlook  their  respon- 
sibility to  impress  that  fact  upon  thoso  people. 

ALLIED  SUPPORT 

Senator  Pa  stoke.  On  that  very  point,  may  I ask  a question  of  you, 
Mr.  Parsons? 

You  brought  up  the  question  of  the  critical  situation  that  we 
experienced  a year  ago  in  the  Taiwan  Strait.  What  accounts  for  the 
fact  that  we  did  not  even  get  moral  support  from  Great  Britain  and 
our  allies  in  Western  Europe  with  regard  to  our  policy  regarding 
Quemoy  and  Matsu? 

I quite  agree  with  you  it  was  a stiff  policy  on  the  part  of  the  United 
States  that  maybe  did  avort.  a very,  very  critical  situation  that  might 
have  developed  into  a shooting  war. 

But  why  did  we  not  have  at  least  the  moral  support  of  our  chief 
allies  in  that  part  of  tho  world?  Why  are  we  so  far  apart  from  them 
with  relation  to  our  activity  in  that  part  of  the  world? 

Mr.  Parsons.  Senator  Pasture,  I would  like  to  answer  that  in  two 
parts:  First,  on  the  record,  and  then,  if  I may  briefly,  off  the  record. 

Senator  Pastore.  You  can  keep  it  all  off  the  record,  but  I know 
it  caused  some  consternation  on  the  part  of  many  people  in  this 
country  that  we  did  not  at  least  have  moral  support  with  reference 
to  our  position  there. 

Mr.  Parsons.  I would  like  to  begin  on  the  record  and  say  that  I 
think  our  allies  os  well  as  ourselves  were  very  deeply  concerned  as  to 
the  extent  of  the  aggression  planned  by  the  Communist  Chinese  and 
which  developed  so  suddenly. 

I think  also  that  the  situation  was  made  very  much  more  difficult 
bv  the  fact  that  the  Communists  did  what  they  always  do:  they 
chose  to  launch  their  aggression  in  a place  where  the  stakes  seemed 
relatively  inconsequential,  and  where  perhaps  it  would  appear  to  us 
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in  the  free  world,  and  particularly  to  our  friends  who  were  afraid 
that  they  might  get  into  trouble,  that  the  risks  were  too  great  in 
relation  to  the  stakes  and  that  perhaps  concessions  could  be  very 
easily  given,  so  that  it  was  really  not  worth  standing  firm  on  the 
offshore  islands. 

They  always  choose  a place  that  is  most  difficult  from  that  particular 
standpoint. 

However,  I think  as  the  crisis  went  along  and  as  the  Chinese  Com- 
munist Defense  Minister  and  other  members  of  that  regime’s  govern- 
ment kept  on  saying,  “We  don’t  really  want  the  offshore  islands  by 
themselves;  our  objective  is  Taiwan  and  the  liquidation  of  the  Ameri- 
can presence  in  the  western  Pacific,”  then  I think  that  those  of  our 
friends  who  did  not  perhap  lend  us  their  moral  support  in  the  be- 
ginning and  who  were  very  deeply  concerned  as  to  the  possible  conse- 
quences of  our  standing  up  in  such  an  unfavorable  situation,  then  I 
think  they  began  to  come  around  and  there  was  generally  a feeling  on 
the  part  of  our  allies  of  hope  that  this  strong  resistance  by  the  Chinese 
nationalists  which  we  stood  behind  would  be  successful  because  they 
saw  that  the  objective  of  the  Chinese  Communists  was  a much  broader 
objective  that  would  hurt  the  free  world  very  badly  if  they  succeeded 
in  it. 

Now,  I would  like  to  go  off  tho  record,  if  I may,  for  just  a moment. 

Chairman  Hayden.  You  may. 

(Discussion  off  the  record.) 


NEED  FOB  POLICY  ENQBNDERINQ  ALLIED  SUPPORT 

Senator  Pastors.  I followed  your  statement  very,  very  closely, 
Mr.  Parsons,  and  I agree  with  the  chairman,  it  is  very  rational  and  is 
put  in  a fine  chronological  order. 

The  thing  that  disturbs  me  is  this:  If  I understand  the  presentation 
ypu  have  made,  the  tone  seems  to  be  that  while  we  recognize  the 
primitive  habits  of  these  people  and  the  fact  that  in  case  of  a very 
serious  situation  they  could  not  stand  up  without  our  help,  that  they 
would  be  very,  very  impotent  in  resisting  the  power  of  Red  China  or 
of  Russia,  you  make  the  point — and  it  is  a good  point — that  psy- 
chologically we  have  to  keep  them  on  our  side,  and  unless  we  give 
them  these  arms  and  unless  we  give  them  this  aid,  technical  and 
economic,  that  they  will  get  the  impression  that  they  are  being 
abandoned  and  for  that  reason  they  will  be  more  susceptiblo  to  being 
swallowed  by  the  other  ideology. 

That  is  the  point,  you  have  developed  here  this  morning.  It  has 
occurred  to  me  if  that  is  the  case,  then  why  do  we  not  have  an  overall 
policy  with  reference  to  that  part  of  the  world  that  will  give  us  at 
least  the  moral,  if  not  the  physical,  assistance  of  our  allies  in  Western 
Europe? 

Why  do  they  not  understand  these  things  as  well  as  you  have 
presented  them  here?  They  are  very  rational,  they  are  very  logical. 

We  are  putting  up  the  money,  the  arms,  the  economic  aid,  ana  the 
technical  assistance  and  they  are  actually  giving  nothing. 

But  we  would  like  to  have  some  kind  of  unified  statement  to  this 
effect  that  they  agree  with  this  policy  and  they  would  subscribe  to 
this  policy  and  they  would  fight  for  this  policy. 
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I think  that  itself  would  give  us  the  resistance  that  we  need  in  that 
part  of  the  world,  but  we  seem  to  got  too  much  of  a flexible  feeling  on 
their  part.  They  understand  it  now,  but  certainly  it  did  not  appear 
to  the  American  public  at  the  time  we  had  the  Taiwan  situation  that 
they  were  with  us. 

POLITICAL  RELATIONS  WITH  COMMUNIST  CHINA 

Mr.  Parsons.  Senator  Pastoro,  let  me  reply  by  paraphrasing  as 
best  I can  remember  it,  a little  item  that  appeare  a in  the  Tokyo 
Asahi,  the  biggest  newspaper  in  Japan,  on,  I think,  the  12th  of 
Aiigust. 

Prime  Minister  Kishi  had  just  returned  from  an  extended  tour  in 
Europe  and  elsewhere  and  he  was  asked  by  the  reporters,  “What 
about  your  talks  with  Prime  Minister  Macmillan  on  the  subject  of 
China?” 

According  to  the  Asahi,  Mr.  Kishi  replied,  “Well,  Mr.  Macmillan 
told  me  that  Great  Britain  had  had  political  relations  with  Communist 
China  since  1950,  but  they  had  no  poliitcal  negotiations  with  them,” 
and  that  given  the  present  attitude  of  Communist  China,  he,  Mr. 
Macmillan,  thought  that  free  world  countries  should  not  have  political 
dealings  with  Communist  China. 

Then  Mr.  Kishi — this  is  a very  delicate  subject,  in  Japan — then 
Mr.  Kishi  said,  “It  appeared  from  what  Mr.  Macmillan  said  that  his 
point  of  view  and  our  point  of  view  is  very  close.” 

SOME  TYPES  OP  ALLIED  SUPPORT  PRESENT 

Now,  I think  the  implications  of  what  Prime  Minister  Macmillan 
is  reported  to  have  said  to  Mr.  Kishi  indicates  that  there  is  a great 
deal  of  understanding,  more  perhaps  than  appears  on  the  surface 
for  the  U.S.  policy  in  that  area. 

We  do  have  the  primary  responsibility,  we  are  the  only  country 
with  the  major  resources  to  devote  there. 

However,  in  other  wavs,  we  are  getting  support  from  some  of  our 
allies.  The  French  in  Laos,  for  instance,  have  been  working  very 
closely  with  us. 

When  I was  in  Laos  the  British  were  100  percent  with  us  time  and 
time  again  when  we  faced  difficult  situations.  They  have  also  done 
a pretty  good  job  in  assuming  responsibilities  themselves  in  Malaya, 
for  instance.  That  country  started  off  its  national  life  with  certain 
advantages  which  none  of  the  other  former  colonial  powers  had.  I 
think  in  general  it  would  be  difficult  to  expect  a major  assumption  of 
responsibility  on  the  part  of  our  friends  in  Europe  who  are  much 
smaller  and  who  have  a great  deal  to  contribute  to  our  common 
problems  on  that  continent  and  I believe  are  contributing  to  them. 

I think  the  bulk  of  the  burden  is  bound  to  be  largely  on  our  side 
in  the  Far  East. 

ALLIES'  INTERESTS  IN  FAR  EAST 

Chairman  Hayden.  I should  like  to  say  this:  That  if  Laos  should 
come  under  Communist  control,  is  not  the  next  step  Siam  and  then 
the  Malavan  Peninsula  in  which  the  British  have  enormous  interests 
and  which,  of  course,  as  far  as  the  free  world  is  concerned,  has  the 
only  substantial  source  of  tin  and  oil  resources. 
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If  they  could  take  Malaya,  the  next  step,  of  course,  is  Indonesia. 

It  seems  to  me  that  there  should  be  a clear  recognition  of  that  fact, 
that  if  we  stop  them  in  Laos  we  stop  them  from  any  further  extension 
of  Communist  control. 

Senator  Pastors.  Which  is  exactly  the  point.  They  have  more 
physical  propriety  in  that  part  of  the  world  than  we  do.  Ours  is 
merely  to  maintain  the  ideology  of  freedom  throughout  the  world  and 
give  people  the  self-determination  that  they  want,  as  they  chooso  it. 

Whon  you  come  down  to  the  British  they  actually  have  economic 
interests  there.  Yet  hero  we  are,  we  pass  resolutions  here  asserting 
our  position  with  reference  to  the  Middle  East,  wo  have  a resolution 
with  reference  to  what  wo  are  going  to  do  with  the  Pescadores  and 
there  we  are. 

Wo  are  asserting  that  this  is  the  line,  you  pass  it  and  you  are  looking 
for  trouble.  Why  cannot  these  people  be  made  to  understand  that 
after  all  they  have  just  as  much  of  an  interest  there  from  a point  of 
ideology  and  from  a point  of  material  propriety? 

Why  must  we  be  assuming  a little  more  than  appears  on  the  surface? 
That,  to  me,  i3  a little  specious. 

I think  that  accounts  for  a lot  of  these  cuts  because  a lot  of  the 
Members  of  Congress  are  beginning  to  get  a little  worried  about  this. 
Their  policy  seems  to  be  playing  botli  ends  toward  tho  middle. 
They  figure,  “Well,  America  is  doing  it  all,  they  are  spending  the 
money.  On  the  surface  we  appear  to  be  very  friendly  with  these 
people;  we  even  go  so  far  as  to  trade  with  them.” 

But  underlying  it  all  they  like  our  position  and  they  support  our 
position,  they  never  talk  about  it  in  open  public;  they  may  talk  about 
it  in  closed  chambers,  the  fact  of  the  matter  is  that  it  strikes  me  when 
we  had  that  terrible  situation  where  you  had  every  American  mother 
in  the  country  frightened  a year  ago,  that  there  we  were  standing  all 
by  ourselves,  we  did  not  know  exactly  bow  they  stood,  maybe  they 
. were  with  us,  but  not  as  much  as  I understood  they  were  or  the 
Members  of  Congress  understood  they  were. 

It  seems  to  me  someone  ought  to  be  delving  into  this  a little  more. 
If  we  had  more  of  that  we  would  have  fewer  cuts. 

Senator  Dworshak.  I heartily  concur  in  that  statement,  Senator 
Pastore. 

Mr.  Parsons.  May  I just  repeat  that  the  British  and  the  French 
have  been  members  of  SEATO  with  us  and  have  the  same  obliga- 
tions with  respect  to  that  treaty  that  we  do. 

Senator  Pastore.  Yes,  I realize  that. 

FAR  BAST  TELECOMMUNICATIONS  PROJECT 

Senator  Dworshak.  Mr.  Parsons,  I recall  that  not  too  long  ago 
there  was  a lot  of  interest  in  the  proposal  to  set  up  a recent  tele- 
communications project  in  southeast  Asia.  What  is  the  status  of 
that?  Can  you  tell  us  very  briefly? 

Mr.  Parsons.  May  I refer  that  to  Dr.  Moyer? 

Mr.  Moyer.  Senator  Dworshak,  we  are  now  at  the  stage  of  conclud- 
ing definite  arrangements  for  going  ahead.  The  preliminary  studies 
have  been  made. 

On  the  basis  of  those  studies  a specific  project  has  been  defined. 
The  actual  work  of  construction  and  of  getting  the  facilities  into  place 
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has  just  begun.  A contracting  firm  has  been  selected  and  is  moving 
forward. 

It  has  been  worked  out  on  a regional  basis  among  Thailand,  Laos, 
and  Vietnam  so  that  the  facilities  set  up  are  on  the  same  wavelength 
and  that  sort  of  thing  so  that  they  will  be  arranged  compatibly  one 
country  with  another. 

Also,  this  for  tho  first  time  w ill  mako  it  possible  for  these  countries 
to  communicate  with  each  other.  In  the  past  there  have  been  cases, 
for  instance,  where  cables  from  Thailand  to  Saigon  have  had  to  go 
through  France  in  order  to  reach  Saigon. 

But  we  are  just  now  at  the  point  of  beginning  to  get  the  tiling 
actually  under  construction. 

Senator  DwonsHAK.  This  was  conceived  4 or  5 years  ago,  was  it  not? 
Mr.  Moyer.  It  w'ns  not  5 years  ago,  but  it  was  several  years  ago; 
yes,  sir. 

CAUSES  OF  DELAY  ON  PROJECT 

Senator  Dworshak.  What  has  caused  the  delay?  How  much 
money  has  been  spent  already  before  you  actually  start  construction? 
Mr.  Moyer.  I would  have  to  supply  that  for' the  record,  Senator. 
The  principal  money  that  has  been  spent  so  far  has  been  for  the 
original  survey.  We  contracted  with  a firm  to  undertake  a thorough 
study  in  all  the  countries  and  lay  out  a plan. 

One  of  the  causes  of  delay  was  the  fact  that  when  that  study  wras 
made  and  reviewed,  we  were  not  entirely  satisfied  with  all  that  was 
laid  out  in  that  study. 

Senator  Dworshak.  "What  did  that  study  cost  us? 

Mr.  Moyer.  That  study— I will  correct  it  for  the  record — but  it 
was  in  the  neighborhood  of  $1  million,  I believe.  [The  figure  was  $1.1 
million.] 

Senator  Dworshak.  How  long  did  it  take  to  make  that  study? 

Mr.  Moyer.  Again  I will  have  to  check  and  correct  the  record, 
but  I believe  it  took  between  a year  and  18  months. 

Senator  Dworshak.  Then  why  was  it  rejected?  By  whom  was  it 
rejected? 

Mr.  Moyer.  Let  us  put  it  this  way:  The  plan  was  rejectod  in 
Washington  after  a study  of  it,  but  there  is  a good  deal  in  it  which  is 
being  used.  Not  all  that  they  collected  has  been  rejected.  There  is 
a good  deal  of  value  in  that  study. 

FUNDS  FOR  TELECOMMUNICATIONS  PROJECT 

Senator  Dworshak,  Was  tho  second  survey  initiated  by  some 
other  company  or  group?  What  is  the  status  of  the  other  study? 

I think,  Dr.  Moyer,  you  are  inclined  to  be  vague  with  these  details. 
Toll  us  how  much  this  whole  thing  is  going  to  cost?  Do  you  have 
any  idea? 

Mr.  Moyer.  Senator,  I am  vague — — 

Senator  Dworshak.  Do  you  have  anybody  on  your  staff  who  knows 
the  details?  We  are  criticized  here,  Mr.  Parsons  comes  in  and  says 
it  would  be  a tragedy  to  cut  funds  for  some  of  these  programs.  Five 
years  ago  you  initiated  this  extensive  program  in  the  Southeast  and 
now  we  are  asking  something  about  it  and  you  do  not  have  the  details. 
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I think  we  ought  to  cut  all  the  money  out  until  you  people  can  come 
in  hero  with  something  dofinito  and  specific  and  tell  us  wlmt  you  are 
going  to  do  with  this  money. 

I deny  that  I have  a role  of  Santa  Claus  here  as  a member  of  the 
Appropriations  Committee.  I have  constituents  back  homo  who  pay 
taxes  and  they  aro  very  critical  of  the  way  these  programs  are  carrieu 
on. 

This  is  a fororunnor  of  the  questions  I would  like  to  ask  you,  Mr. 
Parsons,  about  all  these  scandals,  wasto,  and  corruption  we  hear 
about.  I do  not,  accept  them  as  being  actual  and  truthful,  but  there 
must  bo  something  to  it  or  else  wo  would  not  be  receiving  all  this 
criticism. 

That  is  the  reason  that  I do  not  accept  the  theory  that  wo  continue 
to  dole  out  millions  and  millions  without  asking  what  is  being  done. 
I think  wo  have  the  responsibility,  I have,  as  a member  of  this 
committeo. 

Mr.  Moyer.  May  I say  one  word  on  that? 

We  fully  agree  with  what  you  have  said  about  the  need  to  know 
the  details.  I am  not  familiar  with  all  the  projects  in  detail.  I shall 
be  glad  to  supply  them.  I will  say  this: 

The  very  fact  that  we  held  up  proceeding  with  this  project  is  one 
indication  that  we  desired  to  be  absolutely  sure  of  our  ground.  The 
reason  wo  did  not  proceed  fully  on  the  basis  of  the  first  survey  was 
because  when  it  was  completed  we  were  not  entirely  satisfied.  We 
did  not  go  ahead  spending  tho  money. 

We  spent  the  money  for  that  particular  contract  and  a good  deal 
of  it  will  still  be  useful,  but  we  did  not  proceed  with  tho  rest  of  it 
until  we  felt  satisfied  that  we  had  a satisfactory  plan. 

Senator  Dworshak.  What  is  the  total  cost  estimated  at  this  time, 
or  have  you  not  gone  far  enough  in  the  preparation  of  plans  so  that 
you  know  what  it  is  going  to  cost? 

.Mr.  Moyer.  We  probably  do  not  have  a completely  accurate  cost. 
The  present  study  will  define  that.  I shall  bo  glad,  to  put  in  the 
record  the  best  estimate  that  we  have  at  the  present  time. 

Senator  Dworshak.  I wish  you  would  submit  a brief  report  on 
what  has  boen  done  and  how  much  has  been  spent  and  what  you  will 
be  asking  for. 

How  much  money  is  allocated  in  this  budget  for  1960  for  this 
project? 

Mr.  Moyer.  There  is  no  money  allocated  in  the  1960  budget  for 
this  project.  This  came  for  the  most  part,  Senator,  from  that  regional 
fund  which  is  called  the  President’s  Fund  for  Asian  Economic  Develop- 
ment. This  is  a regional  project  and  there  is  no  money  in  the  1960 
budget  for  that  project. 

Senator  Dworshak.  It  is  still  part  of  the  ICA  budget,  though. 
The  President  merely  is  given  supervision  of  making  the  allocations. 
Mr.  Moyer.  It  is  part  of  the  general  economic  aid  program;  yes,  sir. 
(Tho  information  requested  appears  on  p.  776.) 

SCANDALS  IN  FAB  EAST 

Senator  Dworshak.  How  about  these  scandals?  Are  you  on  top 
of  them,  Mr.  Parsons?  You  are  probably  as  well  acquainted  with 
conditions  in  southeast  Asia  as  anyone  m the  State  Department. 
What  is  your  understanding  at  the  present  time?  Do  you  think  that 
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the  charges  have  been  unjustified,  or  has  there  been  a great  deal  of 
difficulty  in  handling  the  ICA  program  in  southeast  Asia? 

Mr.  Parsons.  Senator  Dworshak,  I think  we  would  be  very  foolish 
in  the  executive  branch  if  we  were  to  claim  that  there  never  had  been 
mistakes  and  that  there  never  had  been  maladministration  to  some 
degree  at  least  in  some  of  these  programs.  However,  I think  we  are 
on  top  of  these  situations. 

I think  we  have  to  claim,  also,  that  we  are  dealing  with  very  extraor- 
dinary situations  such  as  you,  yourself,  saw  in  Laos. 

I testified  last  year  that  in  that  placo  when  we  began  our  direct  aid 
we  were  dealing  with  a country  with,  for  example,  no  railroads, 
practical! v no  telephones,  no  industry,  and  exports  less  than  $500,000 
a year;  also  almost  no  trained  personnel.  The  only  engineer  in  the 
whole  country  at  that  time  was  the  present  Prime  Minister.  There 
was  only  one  fully  qualified  doctor,  and  so  on. 

Senator  Dworshak.  What  is  the  total  population?  Only  a couple 
million? 

Mr.  Parsons.  We  think  it  is  between  2 and  2%  million,  but  there 
has  never  been  a national  census. 

Senator  Dworshak.  That  would  be  a good  project  for  ICA  to 
carry  that  on  for  5 or  10  years. 

devaluation  op  currency  in  LAOS 

Mr.  Parsons.  Let  me  tell  you  that  we  are  indeed  trying  to  get  on 
top  of  all  these  situations.  I will  tell  you  of  a concrete  development 
in  Laos. 

Last  year  members  of  this  committee  and  of  other  committees  were 
very  much  concerned  about  the  disparity  between  the  official  exchange 
rate  of  35  to  1,  and  the  free  market  rate  outside  in  Bangkok  ami 
Hong  Kong.  That  is  a situation  that  first  began  to  wony  me  in  the 
fall  of  1956. 

It  is  not  easy  to  come  to  a devaluation,  the  Government  has  to  come 
to  that  decision  itself.  Outside  invasion  of  sovereignty  in  a matter 
as  intimate  as  that  is,  would  not  be  appreciated. 

Senator  Dworshak.  It  would  not  be  difficult,  Mr.  Parsons,  if  we 
were  receiving  the  degreo  of  cooperation  that  wo  deserved  from  those 
countries  that  are  receiving  these  large  sums.  You  agree  with  me? 

I know  there  arc  diplomatic  problems  involved,  and  we  have  to  move 
slowly  and  we  cannot  upset  sovereignty  and  all  that.  I have  heard 
those  answers. 

Now,  have  they  pretty  well  corrected  that  situation  in  Laos? 

Mr.  Parsons.  They  are  correcting  that.  We  have  a new  exchange 
rate  of  80  to  1.  That  is  the  rate  which  prevails  not  only  within  Laos, 
but  outside.  That  has  removed  the  incentive  for  a number  of  the 
abuses  which  this  committee  and  other  committees  complained  about, 
and  very  justly  complained  about,  and  which  worried  us  tremendoulsy, 
too. 

This  was  accomplished  in  the  face  of  aid  offers  from  Communist 
China  and  the  Soviet  Union,  in  the  face  of  a continuing  local  war 
at  that  time;  in  the  fact  of  all  sorts  of  incentives  that  might  have  led 
the  Government  of  Laos  to  say  “Never  mind,  you  Americans,  we  can 
go  some  place  else.” 
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Senator  Dworshak.  I do  not  think  the  Communists  would  have 
been  as  easy  with  them  as  we  were,  I think  they  were  aware  of  that, 
too. 

Mr.  Parsons.  I think  they  were  aware  of  that.  I think  also  that 
there  was  sincerity  and  fidelity  to  free  world  principles  and  ideas  on 
the  part  of  their  responsible  leaders. 

Senator  Dworshak.  Yes,  and  I think  that  the  people  of  Laos  are 
appreciative  of  what  we  have  done.  I concede  that. 


PHOQRAM  IN  VIETNAM 


Mr.  Parsons.  The  other  program  concerning  which  there  has  been 
recent  complaint  is,  of  course,  the  Vietnamese  program.  I have  been 
absent  from  the  country  the  last  few  days.  I was  up  in  Canada. 
So  I don’t  know  exactly  how  the  hearings  before  tho  committee  of 
Senator  Mansfield  woimd  up. 

However,  I did  read  in  the  newspaper  that  Congressman  Zablocki, 
who  held  parallel  hearings,  had  held  that  the  charges  there  were 
unjustified  and  not  warranted. 

So  both  on  the  basis  of  Congressman  Zablocki ’s  findings  and  on 
the  basis  of  what  we  know  about  that  program,  I am  convinced  that 
the  charges  were  very  much  exaggerated. 

I think  the  program  in  Vietnam  was  an  exceptionally  good  and  well 
administered  program. 

Senator  Dworshak.  I have  had  that  opinion  although  I don’t 
know  all  about  the  details  and  the  policies  involved  or  inflation  or 
the  exchange  policy  or  anything  like  that. 

But  when  a newspaperman,  Mr.  Colgrove,  representing  a reputable 
chain  of  papers,  makes  the  charges  that  were  made  recently  after  a 
visit  to  that  country,  it  seems  to  mo  that  is  a challenge  to  the  Congress 
and  to  the  Appropriations  Committee. 

I do  not  want  to  belabor  that,  but  when  you  talk  about  the  reactions 
of  Congress  in  being  parsimonious  and  in  cutting  down,  that  we  may 
jeopardize  continued  friendly  relations  with  those  countries  if  we  do 
cut  down  appropriations,  the  other  side  of  the  coin  indicates  that  we 
have  not  had  the  proper  administration  or  we  would  not  have  all  of 
this  criticism. 

Certainly  people  who  administer  programs  mvolvmg  the  expendi- 
ture of  millions  of  dollars  ought  to  be  above  reproach  and  ought  to 
recognize  that  they  are  expected  to  handle  these  funds  in  a business- 
like manner  and  not  be  subjected  to  all  of  these  charges. 

We  do  not  hear  a lot  of  those  charges  in  many  other  countries,  so 
there  must  be  something  to  it. 

I shall  not  take  any  more  time,  Mr.  Chairman. 

Mr.  Parsons.  May  I just  say  that  we  will  be  only  too  happy  to 
put  some  of  the  specific  answers  on  the  Vietnam  program  which  wore 
given  before  other  committees  on  the  record,  if  your  committee  would 
like  to  have  that,  Mr.  Chairman. 

Senator  Dworshak.  I do  not  think  they  should  be  too  lengthy. 
If  they  are  contained  in  hearings  before  Senator  Mansfield’s  committee, 

I do  not  think  that  it  is  necessary  here. 

But  substantially  I think  you  ought  to  make  an  effort  to  give  us  a 
few  of  the  facts  so  that  we  will  know  what  the  score  is. 

That  is  all,  Mr.  Chairman. 

(The  information  requested  appears  on  p.  777.) 
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CHARGES  AOAINflT  VIETNAMESE  PROGRAM 

Mr.  Parsons.  Perhaps  at  this  time  in  regard  to  the  Vietnam  por- 
gram,  I will  saj7  only  one  or  two  things. 

First  of  all,  these  charges  wore  made  by  the  representative  of  a 
reputable  newspaper  chain,  but  when  he  was  in  Vietnam  he  did  not 
go  to  see  the  Director  of  the  aid  mission,  nor  did  he  go  to  see  the 
comptroller  of  the  aid  mission  who  is  responsible  for  how  the  funds 
were  spent,  and  he  never  bothered  to  check  with  the  Ambassador, 
either,  after  his  initial  conversation  with  him  when  he  first  arrived. 

Every  specific  allegation  that  he  made  was  specifically  answered  in 
those  other  hearings. 

Senator  Dworshak.  I presume  that  will  be  one  of  the  first  tasks 
assigned  to  the  new  Inspector  General.  I hope  he  gets  back  by  the 
time  we  hold  hearings  next  year. 

Chairman  Hayden.  If  you  have  concluded  your  statement,  we  will 
now  hear  from  Mr.  Moyer. 

Mr.  Moyer.  Mr.  Chairman,  would  you  like  me  to  read  my  state- 
ment? 

Chairman  Hayden.  Yes. 

Mr.  Moyer.  Mr.  Chairman,  and  members  of  the  committee,  I 
appreciate  having  an  opportunity  to  present  to  this  committee  a 
statement  on  the  proposals  for  economic  and  technical  assistance  to 
Far  East  countries  in  fiscal  year  1960, 

In  section  2 of  the  Mutual  Security  Act  of  1959,  it  is  stated  that 
programs  of  assistance  authorized  by  this  act  and  its  predecessors 
have — 

* * * helped  thwart  Communist  intimidation  in  many  countries  of  the 
world  * * * supported  defensive  military  preparations  of  nations  alerted  by 
Communist  aggression,  and  * * * soundly  begun  to  help  peoples  of  economically 
underdeveloped  areas  to  develop  their  resources  and  improve  their  living 
standards. 

I wish  to  emphasize  the  imperative  need  for  the  full  amount  author- 
ized by  the  Congress  to  continue  programs  carrying  out  these  purposes. 

FUNDS  FOB  VARIETY  OF  PROBLEMS 

The  assistance  requested  is  to  provide  for  the  large  programs  in 
Korea,  China  (Taiwan),  and  Vietnam,  where  help  is  given  in  meeting 
a wide  variety  of  problems  in  many  segments  of  the  economy,  enabling 
these  countries  to  support  their  military  forces  without  serious  eco- 
nomic consequences, 

It  provides  for  economic  assistance  on  a smaller  scale,  also  support- 
ing a military  effortj  in  Cambodia,  Laos,  the  Philippines,  and  Thailand. 

In  Japan  the  assistance  is  for  the  relatively  small,  but  very  impor- 
tant productivity  program. 

In  Indonesia  the  program  is  mainly  one  of  technical  cooperation, 
supplemented  with  some  special  assistance  to  develop  human  resources 
and  strengthen  important  public  services. 

For  Burma,  loan  aid  under  special  assistance  is  requested  to  help 
that  country  resolve  certain  of  its  major  problems. 

AMOUNTS  REQUESTED 

The  executive  branch  requested  $593.4  million  in  economic  and 
technical  assistance  for  these  purposes  in  the  Far  East  countries  in 
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fiscal  year  1960.  Of  this  amount,  about  93.2  percent,  or  $553  million, 
was  proposed  for  defense  support. 

For  technical  cooperation,  $30.7  million  was  proposed. 

The  balance  of  $3.7  million  was  requested  in  special  assistance. 

USE  OF  FUNDS  REQUESTED 

The  detailed  justification  for  these  funds  requested  for  fiscal  year 
1960  is  set  forth  in  the  presentation  book.  The  requests  were  care- 
fully considered  in  terms  of  the  situation  that  prevails  in  each  of  the 
countries.  A brief  summary  of  those  requests  may  be  helpful. 

Taking  first  the  $553  million  defense  support  component  of  the 
proposed  assistance  in  the  Far  East,  $437.3  million,  or  almost  80 
percent,  was  planned  to  be  used  in  the  form  of  nonproject  aid.  Of  this 
amount  $101  million  was  expected  to  be  used  for  surplus  agricultural 
commodities  under  section  402  of  the  Mutual  Security  Act. 

Other  agricultural  products,  also  included,  brought  the  amount  for 
such  commodities  to  about  one- third  of  the  total  nonprojeefc  aid. 

Capital  items,  bought  by  private  interests  and  used  in  improving 
and  expanding  local  private  industrial  enterprises,  were  expected  to 
account  for  another  $68  million. 

The  balance,  representing  approximately  50  percent,  of  the  total, 
was  to  be  used  for  industrial  raw  materials,  fuels,  and  consumption 
goods. 

Somewhat  more  than  half  of  the  local  currencies  generated  by  the 
sale  of  these  commodity  imports  was  expected  to  be  used  for  direct 
support  of  the  military  effort;  the  balance  was  to  be  used  for  economic 
purposes. 

PROJECT  AID  UNDER  DEFENSE  SUPPORT 

For  project  aid  under  defense  support,  the  amount  proposed  was 
$115:7  million.  This  is  approximately  the  amount  made  available 
for  defense  support  projects  in  fiscal  year  1959,  but  it  is  about  $100 
million  less  than  the  amount  of  such  assistance  provided  on  an  average 
for  the  3-year  period  ending  fiscal  year  1958. 

The  proposed  $115.7  million  for  fiscal  year  1960  was  intended  to 
help  these  countries,  which  are  also  receiving  U.S.  military  assistance, 
to  make  the  economic  and  social  progress  required  to  continue  their 
contribution  to  the  common  defense  and  meet  the  requirements  of  their 
growing  populations. 

External  assistance  required  for  economic  growth  beyond  this 
minimum  amount  is  expected  to  come  from  the  development  loan 
fund  or  other  sources. 

Of  this  $1 15.7  million,  close  to  40  percent  was  planned  for  projects  in 
transportation,  significant  both  from  military  and  economic  stand- 
points. 

Projects  expanding  electric  power,  generation  and  distribution,  also 
were  expected  to  receive  a substantial  share.  The  remaining  funds 
were  to  be  devoted  largely  to  projects  in  such  fields  as  agriculture, 
health,  education,  community  development,  and  public  administra- 
tion, aimed  at  helping  to  create  the  internal  environment  essential  to 
the  maintenance  of  security  on  a sustained  basis. 

The  $36.7  million  recommended  for  technical  cooperation  was  $4.3 
million  above  the  amount  shown  as  available  in  fiscal  year  1959. 
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Of  the  $36.7  million  total,  $27.1  million  was  planned  for  countries, 
which  also  arc  receiving  defcnso  support  aid. 

The  remaining  $9.6  million  was  for  Indonesia,  Japan,  and  intra- 
rcgional  activities,  including  support  for  the  Tokyo  International 
Training  Center  and  the  Hawaii  Training  Center. 

Approximately  35  percent  of  these  funds  was  planned  for  projects 
in  agriculture,  industry,  and  mining,  to  help  expand  production,  raise 
productivity,  and  improve  management  and  processing  techniques. 
Transportation  projects  accounted  for  an  additional  5 percent. 
Twenty  percent  was  planned  for  assistance  in  improving  curriculum 
and  teaching  methods  to  strengthen  basic,  vocational,  and  professional 
education. 

Emphasissing  the  importance  of  improving  government  planning  and 
administration,  approximately  13  percent  of  the  total  technical  as- 
sistance was  proposed  for  public  administration  projects. 

Health  and  sanitation,  community  development,  social  welfare,  and 
housing,  and  projects  wliich  span  more  than  one  field  of  activity,  ac- 
counted for  the  remaining  27  percent. 

SPECIAL  ASSISTANCE 

The  $3.7  million  in  special  assistance  was  planned  to  provide  finan- 
cial Help  to  special  programs  in  two  countries.  About  half  of  this 
amount  was  programed  for  transportation  and  communications  equip- 
ment for  internal  security  forces. 

Other  projects  provide  for  improvement  of  educational  facilities, 
and  for  engineering  and  management  advisory  services  to  help  prepare 
plans  for  high  priority  development  projects,  particularly  those  suit- 
able for  financing  by  private  capital. 

The  $3.7  million  request  did  not  take  into  account  the  balance  of 
$2.3  million  still  to  bo  provided  under  a $25  million  line  of  credit 
extended  in  fiscal  year  1 957  to  Burma,  nor  did  it  take  into  considera- 
tion the  requirement  of  from  $10  million  to  $15  million  which  also 
should  be  made  available  this  year  for  the  road  construction  project 
for  which  aid  was  promised  late  in  fiscal  year  1959. 

These  additional  funding  requirements  for  Burma  will  have  to  bo 
met  from  the  contingency  fund. 

MAJOR  ADJUSTMENTS  REQUIRED  UNDER  AMOUNTS  AUTHORIZED 

Reductions  in  the  administration's  requests  to  the  amounts  as  now 
authorized  under  the  Mutual  Security  Act  of  1959  will  require  some 
major  difficult  adjustments  in  these  programs. 

In  the  case  of  Korea,  for  example,  it  is  expected  to  mean  the  elimi- 
nation of  most  of  the  aid  to  defense  support  projects,  through  wliich 
we  have  been  helping  to  maintain  economic  growth  at  a rate  fast 
enough  to  keep  pace  with  its  growing  population  and  enable  Korea 
eventually  to  meet  a somewhat  larger  share  of  its  economic  needs  from 
its  own  production  and  earnings. 

Moreover,  with  its  limited  capacity  to  service  any  sizable  debt, 
Korea  is  unable  soundly  to  meet  this  part  of  its  need  for  capital  in- 
vestments in  loans  from  alternative  sources. 

Any  substantial  reduction  in  nonproject  assistance  would  entail 
a serious  risk  of  losing  the  hard  won  gains  in  price  stability  which  have. 
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been  achieved  during  recent  years  after  great  effort  and  cost  on  the 
part  of  both  the  United  States  and  the  Government  of  Korea. 

For  Cambodia,  the  effect  of  this  cut  in  requested  funds  will  bo  to 
limit  our  assistance  primarily  to  saleable  commodities  imported  to  help 
maintain  economic  stability  and  provide  for  the  country’s  military- 
forces,  This  would  mean  elimination  of  a large  part  of  the  financial 
assistance  planned  for  projects  in  agriculture,  education,  and  health, 
by  means  of  which  we  have  been  helping  the  Government  of  Cambodia 
demonstrate  its  desire  to  meet  the  needs  of  its  people  through  orderly 
development. 

FBOBLEMS  IN  PHILIPPINES 

In  the  Philippines,  the  reduction  in  funds  to  the  authorized  level 
necessitates  a choice  between — 

1.  The  virtual  elimination  of  our  assistance  to  the  relatively 
small  program  designed  to  aid  education  and  improve  conditions 
in  rural  areas,  providing  a sounder  base  for  internal  stability,  or 

2.  A substantial  reduction  in  the  amount  planned  for  local 
currency  support  of  essential  military  construction  projects,  of 
interest  both  to  the  Philippines  and  the  United  States. 

Indeed,  recent  estimates  ot  requirements  for  these  military  con- 
struction projects  indicate  that  $2.6  million  equivalent  more  than  the 
amount  stated  in  the  presentation  book  may  be  needed. 

Not  to  supply  what  is  needed  would  affect  adversely  the  prepared- 
. ness  of  the  Philippines  and  weaken  a vital  link  in  the  chain  of  the 
free  world  defense  system  in  the  Pacific. 

EFFECT  IN  VIETNAM  OP  FUNDS  CUT 

In  Vietnam,  it  is  estimated  that  the  cut  in  funds  to  the  authorized 
level  will  reduce  financing  for  defense  support  projects  by  more  than 
40  percent,  practically  eliminating  assistance  to  activities  in  agriculture 
industry,  and  education,  and  drastically  reducing  assistance  for  public 
health  activities,  highway  construction,  and  aeronautical  ground 
facilities. 

These  reductions,  affecting  activities  which  are  necessary  to  eco- 
nomic progress,  would  inevitably  also  affect  internal  security,  because 
they  bear  on  the  welfare  of  the  people  and  are  one  of  the  most  effective 
means  of  combating  virulent  Communist  propaganda  from  North 
Vietnam  telling  of  progress  under  communism.  The  need  to  help 
maintain  Vietnam's  military  forces  makes  impossible  a deep  cut  in 
nonproject  assistance. 

These  are  examples.  The  effects  of  cuts  in  aid  levels  of  other 
countries  in  the  region  will  be  similar.  Original  estimates  of  aid  for 
these  programs  took  into  account  the  assistance  expected  to  be 
available  under  the  Development  Loan  Fund,  Public  Law  480,  and 
other  external  sources. 

In  making  these  estimates  it  was  assumed  that  the  maximum 
amount  of  the  total  requirement  which  could  be  provided  under 
Public  Law  480  would  be  so  provided,  so  that  no  prospect  is  seen  of 
compensating  for  cuts  in  defense  support  from  that  source. 

With  respect  to  the  Development  Loan  Fund,  the  full  amounts  which 
it  is  hoped  might  be  made  available  .to  these  countries  of  the  Far  East 
in  fiscal  year  1960  still  would  not  meet  the  needs  for  projects  in  public 
works,  military  construction,  and  other  similar  activities  for  which 


MUTUAL  SECURITY  APPROPRIATIONS,  1060 


529 


defense  support  funds  were  requested,  and  which,  we  believe,  should 
be  provided  on  a grant  basis  in  view  of  the  inadequacy  of  their  re- 
sources to  meet  both  military  and  essential  civilian  needs. 

It  should  be  emphasized,  on  the  other  hand,  that  adequate  assistance 
under  the  Development  Loan  Fund  is  extremely  important  to  help 
these  countries  meet  the  need  for  development  beyond  the  point 
possible  with  assistance  under  defense  support. 

ACCOMPLISHMENTS,  PROGRESS,  AND  PROBLEMS 

Criticisms  which  have  been  voiced  regarding  certain  parts  of  the 
mutual  security  program  tend  to  obscure  the  accomplishments  which, 
I firmly  believe,  are  far  more  characteristic  of  these  programs  than  the 
deficiencies  which  have  received  so  much  attention.  A few  examples 
will  serve  to  illustrate  the  accomplishments  and  progress  made  under 
the  aid  programs  in  Far  Eastern  countries. 

During  the  past  9 years,  the  efforts  of  the  free  Chinese  assisted  by 
sustained  and  substantial  economic  help  from  the  United  States,  have 
brought  about  a tremendous  change  in  Taiwan.  Notwithstanding  the 
heavy  military  demands  on  Taiwan’s  limited  resources,  marked  gains 
have  been  achieved.  The  gross  national  product — GNP — has  ex- 
panded 85  percent,  or  40  percent  on  a per  capita  basis,  despite  a 
30-percent  increase  in  population. 

In  the  period  1952-58,  export  earnings  increased  37  percent,  while 
Government  revenues  at  constant  prices  rose  85  percent.  Relative 
price  stability  has  also  been  achieved,  with  the  wholesale  price  index 
rising  only  about  2 percent  in  1958  compared  with  90  percent  in  1950. 

This  progress  has  been  a significant  factor  behind  tne  internal  eco- 
nomic aud  political  stability  that  has  characterized  Taiwan  over  the 
past  year,  despite  Communist  attacks  on  Quemoy  and  threats  to 
Taiwan  itself. 

With  the  help  of  large  amounts  of  aid  provided  by  the  United  States, 
Korea  now  has  succeeded  in  restoring  most  of  the  facilities  that  were 
severely  damaged  during  the  recent  conflict  and  is  making  progress 
in  expanding  its  productive  capacity  and  output. 

Transportation  and  communications  facilities  have  been  rebuilt 
and  improved.  The  strong  military  establishment  has  been  main- 
tained without  serious  adverse  effect  on  the  economy.  Steady  prog- 
ress is  being  made  in  strengthening  government  services  and  in  devel- 
oping the  institutions  to  help  Korea  make  effective  use  of  its  resources 
and  lay  foundations  for  its  future  economic  development. 

Relative  price  stability,  achieved  in  1957  after  years  of  serious 
inflation,  has  been  maintained  although  inflationary  pressures  are 
still  present. 

The  production  of  electric  power  and  certain  basic  commodities, 
such  as  coal  and  cement,  has  been  expanding  steadily. 

Total  agricultural  production  has  also  increased,  although  per 
capita  output  is  still  below  the  prewar  average. 

KOREAN  PROGRESS 

The  growing  maturity  of  the  Korean  Government  is  evidenced  in 
the  efforts  it  has  made  to  use  its  resources  effectively  and  to  maintain 
financial  stability,  that  have  been  such  an  important  factor  in  the 
;sucoess  attained  in  controlling  inflation. 
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Aidod  by  the  advisory  services  of  a U.S.  tax  consultant,  Korea 
has  taken  steps  to  modernize  tho  administration  of  its  revonuo 
system.  The  special  exciso  tax  on  foreign  exchange  transactions, 
enacted  into  legislation  about  a year  ago,  is  oxpocted  by  the  Korean 
Government  to  result  in  an  increase  equivalent  to  $20  million  in  tax 
collections  this  year. 

Additional  steps  to  improve  the  tax  system  and  further  increase 
revenues  are  now  under  study. 


IMPROVEMENT  IN  VIETNAM 


Progress  made  by  Vietnam,  with  tho  help  of  tho  aid  programs,  is 
seen  in  the  economic  and  financial  stability  which  tho  country  has 
maintained  in  tho  face  of  tho  heavy  spending  necessary  to  repair 
damage  caused  by  tho  war,  and  in  meeting  tho  recurrent  local  currency 
costs  of  tho  security  forces  being  strengthened  with  military  assistance 
to  resist  tho  constant  throat  from  the  Communist  enemy  to  the  north. 

Another  important  element  in  the  progress  of  Vietnam  is  in  the 
foundations  that  have  been  laid  for  longer  range  development.  Trans- 
portation facilities  have  been  improved  and  expanded,  and  noteworthy 
progress  has  been  made  in  increasing  the  number  of  trained  personnels 
Problems  are  approached  with  ever-increasing  confidence  and  maturity. 


ECONOMIC  ASSISTANCE  IN  CAMBODIA 

Cambodia  is  another  good  example  of  the  wav  in  which  economic 
assistance  under  the  mutual  security  program  has  been  used  effec- 
tively in  accomplishing  its  intended  purpose.  When  Cambodia 
achieved  national  independence  late  in  1954,  its  economy  was  weak 
and  disorganized  and  its  government  ill-prepared  to  cope  with  the 
multitude  of  problems  endangering  its  survival.  High  Cambodian 
leaders  havo  acknowledged  in  public  statements  that  U.S.  aid  during 
tho  past  5 years  has  constituted  a vital  supplement  to  Cambodia’s 
own  resources  in  the  country’s  efforts  to  maintain  and  strengthen  its 
independence. 

With  substantial  U.S.  aid,  defense  support  in  combination  with 
technicnl  cooperation,  Cambodia  has  made  marked  progress  in  build- 
ing the  foundation  for  a more  secure  economic  future. 

The  important  highway  from  the  capital,  Phnom  Penh,  to  a port 
on  the  Gulf  of  Siam,  is  now  completed,  and  additional  basic  trans- 
portation facilities  have  been  built,  serving  both  security  and  economic 
purposes. 

Agricultural  projects,  aimed  at  higher  productivity  and  diversifica- 
tion of  the  essentially  two-crop  agricultural  economy,  are  helping 
Cambodia  expand  its  economic  base. 

The  rural  Cambodians  are  also  benefiting  from  projects  establishing 

Eublic  health  and  education  facilities.  For  example,  U.S.  assistance 
as  been  given  to  an  extremely  significant  primary  teacher-training 
center,  and  U.S.  educational  specialists  are  helping  to  develop  the 
curriculum  which  will  be  taught  in  the  expanding  public  school 
system. 

Although  progress  along  lines  such  as  these  is  encouraging,  formid- 
able proWems  remain  to  be  solved.  Take  Vietnam  as  an  example. 
For  its  fiscal  year  1958,  total  estimated  expenditure  of  the  Gove  i- 
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mcnt  for  military  and  other  purposes,  excluding  U.S.  aid,  exceeded 
by  almost  85  percent  its  total  estimated  revenues.  Defense  expend- 
itures alone  would  have  utilized  approximately  70  percent  of  Vietnam's 
domestic  revenues  if  fully  met  from  that  resource  alone. 

AID  IN  TAIWAN 

In  Taiwan,  the  Government  has  been  spending  for  defense  purposes 
approximately  60  percent  of  its  total  revenues  from  all  sources,  in- 
cluding U.S.  aid.  It  has  had  annually  over  the  past  several  years  a 
trade  gap  in  the  neighborhood  of  $90  million. 

In  most  of  the  countries  of  the  Far  East  which  are  receiving  economic 
and  technical  assistance,  the  total  GNP  is  steadily  increasing,  but 
still  does  not  exceed  the  equivalent  of  $100  annually  on  per  capita  basis, 
and  in  Burma,  Laos,  and  Cambodia,  the  averago  is  about  one-half 
of  this  amount. 

Serious  problems,  therefore,  exist  in  the  lack  of  financial  resources 
sufficient  to  move  forward  with  economic  development  at  a rate 
which  will  provide  employment  for  growing  populations  and  meet  the 
danger  from  Communist  propaganda  promising  better  conditions  and 
more  rapid  progress  in  economic  development  under  communism. 

Technical  and  managerial  skills  need  to  be  developed  in  order  to 
mako  possible  a more  effective  use  of  resources,  human,  material, 
and  financial. 

PROGRAM  ADMINISTRATION 

Considerable  attention  has  been  devoted  over  the  past  year  to 
improving  the  administration  of  aid  programs, 

In  accordance  with  the  provisions  of  section  517  of  the  Mutual 
Security  Act,  engineering,  financial  and  other  plans  and  a reasonably 
firm  cost  estimate  now  are  developed  before  funds  are  obligated  for 
specific  projects. 

Steps  are  being  taken  to  make  certain  that  ICA  missions  and 
participating  country  governments  como  fully  to  grips  with  all  the 
problems  involved  in  projects  that  may  be  proposed,  and  new  pro- 
cedures are  being  developed  to  accomplish  this. 

Extensive  audits  are  made  to  assure  compliance  with  statutory  and 
administrative  provisions  regarding  the  use  of  aid  funds.  Refund 
actions  are  taken  if  transactions  do  not  comply  with  established 
standards. 

The  new  post  of  inspector  general  in  the  office  of  Under  Secretary 
of  State,  provided  for  in  this  year's  legislation,  has  already  been 
established  and  may  be  expected  to  make  an  important  contribution 
toward  the  further  tightening  of  financial  and  other  controls. 

Improvements  such  as  these,  in  the  planning  and  administration  of 
aid  programs,  provide  reason  to  expect  that  the  funds  made  available 
for  the  current  year  will  be  used  effectively  to  provide  continued 
assistance  to  these  countries  in  their  struggle  against  the  many 
hindrances  to  their  development  and  efforts  of  the  communists  to 
deprive  them  of  their  freedom  and  human  dignity. 

Chairman  Hayden.  Unless  there  are  some  questions  this  will  bring 
today’s  hearing  to  a close. 

Other  statements  will  be  included  in  the  record. 

There  are  some  very  important  matters  pending  before  the  Senate. 
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DEVELOPMENTS  IN  JAPAN 

Senator  Dworshak.  Could  I take  a couple  of  minutes  to  inquire 
about  developments  in  Japan,  Mr.  Chairman? 

I note  on  page  69  the  budget  for  1960  has  about dollars  for 

military  aid.  Is  that  correct? 

(Discussion  off  the  record.) 

Senator  Dworshak.  This  chart  says  . I know  this  is 

highly  classified  information,  but  it  seems  to  me  we  should  have 
some  indication  of  what  this  money  is  to  be  used  for. 

Can  you  tell  us? 

Admiral  O'Donnell.  Yes.  sir. 

(Discussion  off  tho  record.) 

Senator  Dworshak.  How  much  of  that  equipment  will  be  con- 
structed in  Japan? 

Admiral  O’Donnell.  Only  a small  portion. 

Senator  Dworshak.  The  remainder  will  come  from  this  country? 
Admiral  O’Donnell.  Yes,  sir. 

Senator  Dworshak.  Is  the  primary  objective  of  this  military  as- 
sistance program  to  encourage  Japan  to  become  more  reliable  and  more 
self-sufficient,  you  might  say,  in  developing  her  own  aircraft? 

Admiral  O’Donnell.  Very  much  so. 

(Discussion  off  the  record.) 

Admiral  O’Donnell.  I think  this  is  one  where  in  the  relatively 
near  future  they  will  be  self-sustaining. 

Senator  Dworshak.  We  have  withdrawn  most  of  our  military 
personnel? 

Admiral  O’Donnell.  We  have  indeed. 

During  the  past  year  the  Japanese  ground  forces  took  over  the 
responsibility  for  the  defense  of  Japan.  We  have  about  3,000  Army 
troops  left  in  Japan,  but  they  are  service  types  and  administer  some 
of  the  logistic  functions. 

Senator  Dworshak.  Are  we  operating  any  airbases  there  now? 
Admiral  O’Donnell.  Yes,  sir. 

Senator  Dworshak.  Our  own  bases? 

Admiral  O’Donnell.  Yes,  sir. 

Senator  Dworshak.  That  is  all. 

PUBLIC  LAW  480  ASSISTANCE 

Dr.  Moyer,  in  your  statement  you  said  that  of  the  total  amount  of 
$553  million  allocated  for  southeast  Asia  $101  million  was  expected 
to  be  used  for  surplus  agricultural  commodities  under  section  402  of 
the  Mutual  Security  Act.  In  addition  to  that  do  you  not  have  a 
large  amount  of  Public  Law  480  assistance? 

Mr.  Moyer.  There  is  for  the  area  as  a whole. 

Senator  Dworshak.  What  is  the  total  figure? 

Mr.  Moyer.  In  1958,  which  is  an  absolutely  firm  figure,  it  was 
around  $92.2  million. 

In  1959,  the  latest  figure  I have  here,  is  as  of  the  20th  of  April,  and 
it  was  then  estimated  tnat  the  amount  for  the  region  as  a whole  would 
be  $114.2  million.  That  included  a very  large  amount,  $40  million, 
for  Indonesia. 

Senator  Dworshak.  What  products  are  used  generally?  Wheat 
or  rice? 
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Mr.  Moyer.  Cotton  is  an  important  one.  Cotton,  wheat,  and 
rice,  I believe,  would  be  the  three  major  ones.  Some  tobacco  is 
required  in  the  Far  East  and  other  surplus  agricultural  products  to 
a more  limited  extent. 

COUNTERPART  FUNDS 

Senator  Dworshak.  Are  we  accumulating  any  counterpart  cur- 
rencies in  any  of  those  countries? 

Mr.  Moyer.  We  have  counterpart  accumulations,  but  as  of  now, 
not  excessive  amounts,  not  amounts  that  worry  us. 

What  will  happen,  for  instance,  with  the  returns  on  these  Public 
Law  480  and  repayments  of  DLF  loans,  I personally  feel  is  another 
matter.  But  so  far  there  are  not  major  accumulations. 

Senator  Dworshaic.  You  have  spent  them  as  rapidly  as  you  have 
been  able  to  get  them? 

Mr.  Moyer.  Yes,  sir;  with  a reasonable  carryover  that  wc  have  to 
have  each  year. 

Senator  Dworshak.  With  this  large  amount  of  Public  Law  480 
help,  though,  you  are  bound  to  pile  up  quite  a few  accumulations 
in  some  of  those  countries. 

Mr.  Moyer.  There  is  that  danger. 

In  Japan  where  wo  have  had  one  of  the  largest  Public  Law  480 
programs,  they  have  been  utilizing  the  local  currency  proceeds. 
Senator  Dworshak.  What  do  they  utilize  it  for,  Dr.  Moyer? 

Mr.  Moyer.  The  larger  proportion  of  it  was  loaned  to  Japan  for 
various  economic  projects, 

Senator  Dworshak.  None  of  that  goe3  for  military  aid,  does  it? 
Mr.  Moyer.  None  of  that  in  Japan.  In  Koroa  a very  large  part 
of  it  goes  for  military  aid. 

Senator  DwonsHAK.  That  is  all. 

PREPARED  STATEMENT 

Senator  Monroney  (presiding).  The  committee  will  stand  in  recess 
until  10:30  in  the  morning.  Those  who  have  statements  will  turn 
them  in  for  the  record. 

(The  statement  referred  to  follows:) 

Statement  of  Rear  Adm.  E.  J.  O'Donnell,  USN,  Director,  Fas  East  Region, 
Office  of  the  Assistant  Secretary  of  Defense  fob  International 
Security  Affairs 

Mr.  Chairman  and  members  of  the  committee,  I appreciate  this  opportunity 
to  appear  before  you  to  urge  adequate  funds  for  the  fiscal  year  I960  military 
assistance  program  in  the  Far  East. 

Today  1 should  like  to  concentrate  my  remarks  on  one  aspect  of  our  mutual 
security  program  in  the  Far  East  region.  In  essence,  we  have  created  a significant 
military  asset  which  constitutes  a strategic  deterrent  to  conventional  war  in  the 
area.  Our  friends  in  Asia  have  almost  2 million  men  under  arms  who  are  loyal 
to  the  aims  of  the  free  world.  I know  that  I speak  for  Admiral  Felt,  the  com- 
mander in  chief,  Pacific,  when  I say  that  the  maintenance  of  the  material  and 
moral  qualities  of  these  forces  is  a matter  of  grave  importance  to  the  security  of 
the  United  States.  These  military  assistance  created  and  supported  forces  are 
real  forces  in  being  which  act  as  a counterpoise  to  the  large  Communist  armed 
forces  in  Asia. 

All  responsible  professional  assessments  of  the  qualities  of  these  forces  of  our 
Asiatic  allies  stress  the  fighting  spirit,  and  the  operational,  tactical,  and  combat 
skills.  Many  of  them  are  still  weak  in  supply  and  logistics  functions  but  constant 
improvement  is  being  made  under  the  guidance  of  our  military  assistance  groups. 
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We  read  frequently  about  the  concern  expressed  by  members  of  this  body  as 
well  bb  by  other  thinking  citizens  of  this  country  about  our  capacity  to  fight  a 
conventional  or  limited  war.  Our  friends  in  the  FAr  East  are  anxious  to  help 
us  provide  this  capacity  for  conventional  war.  The  sums  that  were  originally 
asked  for  will  maintain  strong  strategic  deterrents  on  an  austere  basis. 

I should  like  to  stresB  again  tho  quality  of  these  forces.  About  a year  ago  the 
Nationalist  Chinese  demonstrated  fighting  qualities  and  combat  discipline  that 
made  their  armed  forces  a source  of  pride  and  greatly  enhanced  morale.  Not  so 
long  ago  our  forces  fought  alongside  the  forces  of  tlie  Republic  of  Korea  and  in 
fact  we  stand  watch  by  their  side  in  South  Korea  today.  Our  professionals  have 
tho  highest  esteem  for  these  Korean  fighting  forces.  So  it  goes  throughout  the 
whole  region  where  our  advisory  groups  have  worked  as  comrades  with  the  forces 
of  our  friends.  There  has  been  created  a spirit  of  mutual  respect  and  esteem. 
In  the  very  recent  past  we  have  had  conversations  with  General  Williams,  Chief 
of  the  Military  Assistance  Advisory  Group,  Vietnam,  and  General  Cash,  just 
returned  from  duty  as  head  of  the  Army  section  working  with  the  ground  self- 
defense  forces  of  Japan.  They  speak  in  ti  e highest  terms  of  the  ability  of  these 
friends  of  ours  to  defend  themselves  and  their  determination  to  stay  in  the  free 
world. 

These  countries  need  our  help,  professional  and  financial,  to  provide  an  ade- 
quate deterrent.  The  security  of  the  United  States  demands  that  our  friends 
get  this  needed  help. 

The  expenditures  for  military  assistance  in  the  Far  East  are  a vital  investment 
to  the  security  of  the  United  States.  To  protect  this  investment  it  is  necessary 
to  insure  that  it  will  be  capable  of  fulfilling  the  mission  which  it  supports.  In 
order  to  maintain  the' effectiveness  of  this  investment  the  administration  re- 
quested funds  totalling  $667.2  million  in  fiscal  year  1960.  This  figure  is  $159.5 
million  less  than  that  utilized  in  fiscal  year  1959. 

The  proposed  fiscal  year  1960  military  assistance  program  in  the  Far  East  of 
$567,2  million  is  a very  austere  program.  Tho  congressional  authorization  bill 
has  reduced  the  administration’s  request  worldwide  by  $200  million. 

It  is  my  most  sincere  conviction  that  any  further  reduction  in  the  military 
assistance  program  for  the  countries  of  the  Far  East  would  seriously  jeopardize 
our  investment  in  the  combat-ready  military  forces  of  that  area  and  adversely 
impair  the  security  of  tho  United  States  in  its  forward  area  strategy. 

COMMITTEE  RECESS 

Senator  Monroney.  Thank  you,  very  much, 

(Thereupon,  at  12:15  p.m.,  Monday,  August  17,  1959,  the  com- 
mittee was  recossed,  to  reconvene  at  10:30  a.m.,  Tuesday,  August  18, 
1959.) 
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TUESDAY,  AUGUST  18,  1969. 

U.S,  Senate, 

Committee  on  Appropriations, 

Washington,  D.C, 

The  committee  met,  pursuant  to  recess,  at  10:30  a.m,,  in  room  1224, 
New  Senate  Office  Building,  Hon.  Carl  Hayden,  chairman  of  the 
committee,  presiding. 

Present:  Chairman  Hayden,  Senators  Ellcnder,  Magnuson, 
Monroney,  McGee,  Dworshak. 

MUTUAL  SECURITY 

STATEMENT  OF  HON,  HUBERT  H.  HUMPHREY,  A U.S.  SENATOR 
FROM  THE  STATE  OF  MINNESOTA 

General,  Statement 

Chairman  Hayden.  The  committee  will  please  come  to  order. 
Senator  Humphrey,  we  shall  be  pleased  to  hear  from  you. 

Senator  Humphrey.  Thank  you,  Mr.  Chairman. 

In  order  to  conserve  the  time  of  the  committee,  I will  make  available 
to  the  recording  secretary  the  full  statement  and  then  briefly  sum- 
marize my  suggestions  to  the  committee. 

I first  want  to  thank  the  chairman  for  granting  me  this  opportunity 
to  testify  in  reference  to  the  mutual  security  appropriations  ana 
certain  items  in  which  I havo  a special  interest. 

One,  an  adequate  appropriation  to  the  Development  Loan  Fund; 
Two,  a $2  million  appropriation  for  international  medical  research 
which  was  the  authorization  in  both  bodies;  and 
Three,  a $50,000  appropriation  for  au  American  research  hospital 
for  children  in  Poland. 

PROPOSED  AMENDMENT 

Finally,  I shall  coll  to  the  committee’s  attention  an  amendment 
which  I would  like  to  offer  for  special  foreign  policy  studies. 

(The  amendment  referred  to  follows:) 

[H.R.  S3SS,  86th  Cong.,  Istsesa.) 

AMENDMENT  Intended  to  be  proposed  by  Mr.  Humphrey  to  the  bill  (H.R. 
8385)  making  appropriations  for  mutual  security  and  related  agencies  for  the 
fiscal  year  ending  June  30,  1060,  and  for  other  purposes  viz:  On  page  4,  be- 
tween lines  20  and  21,  insert  the  following: 

Special  foreign  policy  studies:  For  expenses  of  the  Department  of  State  in 
procuring  by  contract  or  otherwise  of  special  foreign  policy  studies  relating  to 
disarmament,  weapons  control,  and  possible  technical  means  for  enforcing  arms 
control  under  a reduction  of  armaments  agreement,  $400,000. 
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DEVELOPMENT  LOAN  FUND 

Senator  Humphrey.  Now,  Mr.  Chairman,  I am  appealing  only  for 
appropriations  with  the  exception  of  the  disarmament  matter  which 
were  fully  authorized  in  the  Mutual  Security  Act  of  1959. 

The  committee  will  recall  that  the  Senate  Committee  on  Foreign 
Relations  advocated  in  the  instance  of  the  Development  Loan  Fund 
a billion  dollars  a year  on  a long-term  basis. 

The  Mutual  Security  Act  as  it  was  finally  passed  and  signed  by  the 
President,  provided  only  for  a 2-year  authorization  of  $700  million 
for  the  first  year  and  $1,100  million  for  the  second,  with  money  to  be 
provided  only  through  an  appropriation  bill. 

Now,  the  House  has  appropriated  to  the  Development  Loan  Fund 
$550  million  for  fiscal  I960;  $150  million  less  than  authorized. 

The  Development  Loan  Fund  was  established  by  Congress  2 jTears 
ago.  Since  that  time  the  Development  Loan  Fund  was  organized 
and  has  gone  into  operation  making  judicious  loans  to  assist  the 
underdevSoped  countries  to  accelerate  their  rate  of  economic  growth. 

Now,  in  order  to  accelerate  the  growth  rate  a substantial  amount 
of  funds  will  have  to  be  provided. 

It  is  my  view  that  the  $550  million  is  far  below  the  amount  necessary 
to  do  an  effective  job. 

COMMITTEE  FOR  ECONOMIC  DEVELOPMENT  RECOMMENDATION 

The  Committee  for  Economic  Development  in  1957  recommended 
a billion  dollars  a year  for  5 years.  The  National  Planning  Associa- 
tion in  1958  recommended  a program  of  $10  to  $20  billion  over  a 
5 to  10  year  period. 

The  special  studies  project  of  the  Rockefeller  Brothers  Fund  in  the 
spring  of  1958  called  for  a substantial  increase  in  the  level  of  appro- 
priations then  made  available  to  the  Development  Loan  Fund. 

DRAPER  COMMITTEE  CONCLUSION 

This  year  the  Draper  Committee  concluded  that  the  $700  million 
now  authorized  is  the  minimum  required  and  recommended  at  least 
$1  billion  per  year  thereafter. 

I,  therefore,  feel  that  I should,  as  a member  of  the  Committee  on 
Foreign  Relations,  point  out  the  importance  of  the  full  $700  million 
for  the  Development  Loan  Fund.  It  seems  to  me  to  provide  less 
might  be  a very  serious  mistake. 

HOUSE  ACTION 

Senator  Magnuson.  The  House,  Senator,  provided  $550  million? 
Senator  Humphrey.  That  is  correct. 

Senator  Magnuson.  The  restorations  requested  are  650. 

Senator  Ellender.  That  is  an  advance  on  next  year’s  authoriza- 
tion, that  is,  1961.  The  authorization  for  fiscal  year  1961  is  $1.1 
billion,  I think. 

Senator  Humphrey.  One  billion  one  hundred  million  dollars  was 
the  second  year  authorization. 

My  recommendation  for  the  first  year  is  $700  million. 

Senator  Magnuson.  Rather  than  the  $650  million? 
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Senator  Humphrey.  The  $550  million  provided  by  the  House. 
Senator  Magnuson.  In  other  words,  a restoration  of  $150  million 
over  the  House  figure? 

Senator  Humphrey.  That  is  correct. 

Obviously,  there  will  be  a conference  on  these  matters,  gentlemen, 
as  you  know  better  than  I do,  and  somewhere  between  the  $550  mil- 
lion and  the  $700  million  will  be  the  figure  agreed  upon. 

It  seems  to  me  that  gives  you  some  area  of  negotiation. 

MEDICAL  RESEARCH  FIELD  TRIALS 

The  second  item,  quickly,  gentlemen,  is  the  money  for  medical 
research  field  trials.  Now,  the  committee  has  in  its  files  a detailed 
memo  which  I previously  submitted,  respectfully,  urging  that  the 
committee  not.  accept  a particular  provision  in  the  House  bul.  I refer 
to  the  House  action  which  prohibits  funds  being  used  to  carry  out  the 
provisions  of  section  501(b)  of  the  Mutual  Security  Act  of  1959. 

Now,  section  501(b)  would  make  available  on  a permissive  basis 
through  the  President’s  contingency  fund  a sum  of  up  to  $2  million 
to  be  used  for  field  trials,  surveys,  and  demonstrations  which  might 
lead  toward  the  mass  eradication  of  selected  disease. 

After  the  House  prohibited  the  use  of  any  funds  for  this  purpose,  I 
communicated  with  the  members  of  the  House  Committee  on  Appro- 
priations to  try  to  clarify  the  great  value  of  the  section  501(b).  One 
of  the  members  kindly  indicated  I had  made  on  impressive  case  for  it. 
He  indicated,  however,  that  he  still  felt  that  insufficient  study  was 
given  to  what  he  regarded  as  a “new  use”  of  U.S.  money  abroad. 

My  point  is  that  this  is  not  newr  use.  For  1 year,  the  Senate  Govern- 
ment Operations  Subcommittee,  of  which  I have  been  the  chairman, 
has  been  gathering  worldwide  evidence  of  the  enormous  needs  for  the 
type  of  research  field  trials  that  I am  recommending.  We  have  been 
in  communication,  gentlemen,  with  doctors  in  ovor  75  countries  and 
all  of  tho  health  authorities  in  these  countries. 

We  have  gathered  together  the  greatest  volume  and  mass  of  medical 
information  of  any  committee  in  the  Congress  on  an  international 
basis. 

I must  say  that  the  $2  million,  gentlemen,  is  modest,  vory  modest. 
Now,  we  arc  proposing  in  this  $2  million  fund,  which  is  permissive, 
by  the  wray,  it  is  up  to  $2  million — out  of  the  contingency  fund — we 
are  proposing  that,  with  certain  drugs  and  certain  biotics  that  there 
can  bo  field  trials  of  these  drugs  in  large  enough  numbers  so  that  we 
get  some  idea  of  how  to  evaluate  their  therapeutic  effectiveness. 

Now,  this  has  been  proven  to  be  very  valuable  in  the  case  of  oral 
vaccine  for  poliomyelitis.  It  has  also  proven  to  be  very  valuable  in 
certain  selected  instances  on  certain  tropical  diseases. 

STUDY  OF  TROPICAL  DISEASES 

I notice  here  in  the  room  with  mo  members  of  the  armed  services, 
distinguished  officers  of  the  armed  services.  In  our  study  in  the 
Subcommittee  on  International  Health  wo  have  found  that  one  of  the 
great  needs  of  the  military  services  is  further  study  in  the  field  of 
tropical  diseases,  for  example,  diseases  that  are  characteristic  to  Asia 
and  Africa  and  areas  where  our  troops  are  stationed. 
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Senator  Magnuson.  The  Senator  from  Minnesota  knows  of  my 
interest  and  the  other  members’  interest  in  this  medical  research  ana 
the  Appropriations  Committee  which  has  tackled  this  thing  domes- 
tically in  a prettv  substantial  way. 

The  military  have  their  medical  research  in  the  military  defense 
appropriations  budget. 

The  National  Science  Foundation  have  their  research  in  their 
budget.  They  can  make  giants  such  as  $2  million  to  an  international 
program  such  as  they  did  in  the  scientific  field  on  the  international 
geophysical  year. 

Now,  what  would  be  the  practical  administration  of  this  program? 
WI19  would  do  it? 

Senator  Humphrey.  Through  the  World  Health  Organization. 
Senator  Magnuson.  If  the  President  decided  to  do  this  the  money 
would  be  given  to  the  World  Health  Organization  who  in  turn  would 
select,  I suppose,  for  these  field  trials. 

Senator  Humphrey.  Yes.  On  the  basis  of  the  projects  approved 
by  the  President,  in  other  words,  this  consultation  with  World  Health 
authorities. 

Senator  Magnuson.  So  there  would  be  no  overlapping? 

WORLD  HEALTH  ORGANIZATION  MEETING 

Senator  Humphrey.  There  would  be  no  overlapping. 

In  fact,  when  I was  in  Geneva  this  last  winter  spending  3 days  in 
the  World  Health  Organization  and  making  as  intensive  a study  as 
any  one  person  could  in  those  3 days,  I talked  to  the  doctors  there 
in  charge  and  some  of  the  specialists  that  were  being  brought  in  from 
other  countries  to  this  very  matter  of  field  trials  and  field  surveys  on 
new  drugs  and  biotics  ana  vaccines  and  antigens  and  all  the  other 
new  items  of  medical  science. 

Senator  Magnuson.  Is  the  World  Health  Organization  an  adjunct 
of  the  United  Nations? 

Senator  Humphrey.  Yes,  sir. 

Senator  Magnuson.  It  is  an  arm  of  the  United  Nations? 

Senator  Humphrey.  Yes,  sir.  It  is  what  we  call  an  auxiliary  or 
supplementary  unit. 

Senator  Magnuson.  Has  tho  mutual  security  program  ever  in- 
cluded medical  trials  or  medical  treatment? 

Senator  Humphrey.  It  has  included  sums  of  money  for  medical 
research  through  the  World  Health  Organization. 

Senator  Magnuson.  Has  it  included  in  the  past  some  money  to  do 
some  medical  work  in  different  areas? 

Senator  Humphrey.  No,  it  has  not. 

In  terms  of  field  trials  of  the  degree  that  we  are  speaking  of,  it  has 
not.  Except  for  malaria. 

EVE  TREATMENT  IN  VIETNAM 

Senator  Magnuson.  I remember  being  in  Vietnam  where  I saw 
huge  lines  of  people  lining  up  to  get  some  treatment  for  their  eyes. 
Senator  Humphrey.  That  is  correct. 

Senator  Magnuson.  That  was  under  mutual  security,  as  I recall 
that.  It  was  a small  program,  but  it  is  nothing  new  for  mutual 
security  to  sponsor  such  a program  as  part  of  the  overall. 
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Senator  Humphrey.  It  is  nothing  new  for  mutual  security  to 
sponsor  treatment  programs  of  established,  accepted  practices. 

For  example,  in  malaria  treatment,  in  certain  types  of  eye  infection, 
in  certain  diseases  where  we  have  already  perfected  the  treatment,  it 
is  indeed  true  that  ICA  working  alone  or  in  cooperation  with  a host 
government  does  this  job  and  that  we  have  cooperated  with  World 
Health.  This  $2  million  that  I am  talking  about  now  is  for  field 
trials  of  new  drugs  and  of  new  treatments. 

(Discussion  off  the  record.) 

SUPPLEMENT  TO  WORLD  HEALTH  BUDGET 

Senator  Ellender.  The  amount  you  are  requesting,  as  I under- 
stand, is  to  supplement  the  World  Health  budget  which  is  obtained 
from  the  United  Nations? 

Senator  Humphrey.  In  a field,  Senator,  in  which  the  World  Health 
Organization  has  no  budget  at  this  time. 

Senator  Ellender.  Well,  it  could  get  it  from  the  United  Nations, 
It  could  simply  put  it  in  as  a project. 

Senator  Humphrey,  That  is  true. 

Senator  Ellender.  As  I remember,  we  are  furnishing  a little  over  a 
third  of  the  budget  for  the  World  Health  Organization. 

Senator  Humphrey.  I think  your  figures  are  about  right,  sir. 

Senator  Ellender.  So  this  is  supplemental. 

In  my  surveys  abroad,  I found  out  that  oftentimes  the  World 
Health  Organization  came  into  an  area,  started  a program,  and  said 
now  ICA  you  take  it  over.  That  was  particularly  true  with  respect 
to  the  malaria  program  in  Sardinia  and  other  places. 

FUNCTION  OF  WORLD  HEALTH  ORGANIZATION] 

Senator  Humphrey.  Senator,  the  World  Health  Organization  is 
not  what  we  call  an  operative  organization.  It  is  just  wnafc  you  said, 
it  is  to  stimulate  local  activity  to  do  pioneering  work. 

In  many  instances  it  has  not  left  it  to  the  United  States.  It  has 
left  it  to  the  governments  who  are  there  who  have  been  inspired  to 
take  on  new  activities. 

Senator  Ellender.  We  have  been  the  ones  to  furnish  the  money 
in  most  cases. 

With  respect  to  glaucoma  the  World  Health  Organization  has  done 
a magnificent  job,  but,  of  course,  it  was  limited  in  its  activity  because 
of  the  lack  of  funds. 

But  invariably  the  World  Health  Organization  has  started  these 
projects  and  then  has  looked  to  us  to  continue  them  on  the  assumption, 

I presume,  that  Uncle  Sam  is  rich  and  has  all  the  money  necessary  to 
carry  out  the  projects. 

Senator  Humphrey.  I will  only  say  this,  that  the  amount  of  money 
we  are  spending  in  world  health  activities  is  such  an  insignificant 
portion  of  the  amount  of  money  in  mutual  security  that  it  is  almost 
negligible. 

I really  believe  from  our  own  productive  point  of  view  we  do  quite 
well  in  this  appropriation  with  the  number  of  people  that  we  have 
around  the  world.  With  our  responsibility  for  these  people  we  can 
maybe  save  this  amount  of  money  and  then  some. 
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Senator  Ellender.  I am  not  arguing  that.  If  it  woro  left  to  mo,  I 
would  use  most  of  the  military  assistance  funds  for  such  purpose  as 
that.  It  would  do  more  good  in  my  humble  judgment. 

DEVELOPMENT  LOAN  FUND 

Now,  you  spoke  a while  ago  about  the  amount  for  the  Development 
Loan  Fund.  As  you  will  romembor,  I am  for  the  $700  million.  I 
Drought  the  House  made  a mistako.  I also  believe  the  House  made  a 
mistake  in  increasing  tho  military  assistance  by  $100  million.  That 
ought  to  bo  set  back  to  tho  amount  authorized  by  Die  Senato. 

Do  you  not  agree  with  that? 

Senator  Humphrey.  I happen  to  think  that  the  economic  assistance 
is  more  important. 

Senator  Ellender.  Good  and  well,  but  in  the  field  of  military 
assistance,  as  you  remember,  the  Senato  provided  $1,300  million. 

Senator  Humphrey.  I voted  for  that  and  voted  for  one  of  tho 
reductions. 

Senator  Ellender.  I know  you  did,  but  the  conference  committee 
increased  it  by  $100  million,  i would  rather  use  some  of  that  money 
for  these  other  purposes. 

I am  sure  you  feel  the  same  way. 

Senator  Humphrey.  I voted  for  what  I thought  was  right  in  the 
Senate.  I believe  I supported  the  Senator’s  amendment. 

Senator  Ellender.  You  did. 

Senator  Magnuson.  For  instance,  Senator  Ellender,  that  eye  pro- 
gram down  there  in  the  backwoods  of  Vietnam,  for  its  cost  did  more 
per  10  cents  than  every  hundred  dollars  we  have  spent  for  military 
assistance.  They  would  line  up,  they  would  come  in  from  the  Com- 
munist side  of  the  place  to  sneak  in  at  night  to  line  up  to  get  that  eye 
treatment. 

Senator  Humphrey.  Indeed. 

Senator  Ellender.  The  same  thing  with  malaria. 

Senator  Humphrey.  The  malaria  program  has  been  a godsend. 
Senator  Ellender.  In  Sardinia  the  malaria  was  so  bad  the  people 
could  not  live  there.  Since  we  have  gone  there  and  cleaned  it  out  it 
is  a beautiful  spot. 

I am  for  such  programs. 

POLISH  BESEARCH  HOSPITAL 

Senator  Humphrey.  I know  the  chairman  and  the  committee  have 
so  much  to  do,  I want  to  rush  along. 

My  other  item  is  $50,000  for  a Polish  research  hospital.  I hope 
the  committee  will  act  favorably  on  an  amendment  which  I have  in- 
troduced which  will  provide  $50,000  equivalent  in  foreign  currency 
for  the  purpose  of  planning,  within  the  next  few  months,  to  commence 
construction  on  the  American  Child  Hospital  for  research  in  Poland. 

The  only  question  confronting  this  committee,  therefore,  is  will  it 
choose  to  flash  the  green  light  for  tlus  first  project  to  get  underway 
under  section  205(a)  of  the  Mutual  Security  Act  of  1959. 

I might  say  that  the  sponsors  of  this  overall  hospital  provision  defi- 
nitely had  in  mind  this  specific  project  in  Poland,  as  they  themselves 
clearly  stated. 
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The  Polish  project  is  well  conceived,  is  backed  by  a distinguished 
American  committee.  It  is  planned  for  an  ideal  location  at  the  Uni- 
versity of  Krakow  and  it  is  timed  ideally  in  connection  with  the  600th 
anniversary  of  that  great  university  in  1963. 

AVAILABILITY  OF  LOCAL  CURRENCY 

Chairman  Hayden.  May  I ask,  are  the  zlotys  available  in  the 
amount  of  $50,000  by  reason  of  the  agricultural  supplies  we  have 
given  Poland? 

Senator  Humphrey.  Yes,  sir;  they  are  available  in  large  amounts. 
I have  forgotten,  Mr.  Chairman,  but  it  is  about  $200  million,  I 
think,  available  of  zlotys,  but  would  require  the  appropriation  process. 

By  the  way,  I want  you  to  know  that  I feel  the  appropriation  proc- 
ess for  these  foreign  currencies  is  a very  sound  and  salutary  process. 
I think  it  gives  a little  better  idea  of  the  programing  of  the  currencies. 

So  my  amendment  calls  for  the  allocation  of  the  sum  of  $50,000 
equivalent  in  Polish  zlotys  so  that  we  can  begin  the  planning  on  this 
project. 

Two  weeks  ago  I had  the  architect  and  the  chairman  of  this  Polish 
American  committee  that  seeks  to  sponsor  this  particular  program, 
before  our  Subcommittee  on  International  Medical  Research.  He 
gave  a very  fine  presentation  and  the  amount  that  is  being  requested 
now  is  just  enough  to  get  this  underway  so  that  wo  have  some  planning 
and  draftsmanship  that  will  lend  itself  toward  ultimate  construction. 

ESTIMATED  COST 

Chairman  Hayden.  What  is  the  estimated  cost? 

Senator  Humphrey,  I will  stand  corrected,  but  I think  it  is  $3 
million,  but  I may  be  in  error  on  that. 

Chairman  Hayden.  $3  million  in  Polish  currency? 

Senator  Humphrey.  Yes,  sir.  It  is  practically  all  Polish  currency. 
The  amount  of  the  dollars,  as  I recall  it,  will  be  by  private  donations. 

As  you  know,  Mr.  Chairman,  there  is  no  other  way  we  can  use 
Polish  currency  except  in  Poland  for  whatever  good  uses  the  Govern- 
ment of  the  United  States  may  seek. 

I really  want  to  underscore  the  importance  of  this  psychologically. 

I felt  when  I was  in  the  Soviet  Union  and  so  said  when  I returned, 
that  the  one  place  that  we  ought  to  spend  more  time  and  attention 
in  all  of  Eastern  Europe  is  Poland  because  Poland  today  is  like  a 
thorn  in  the  side  of  the  Soviet  system.  The  Poles  arc  passionately 
nationalistic. 

As  Vice  President  Nixon's  tour  revealed,  they  are  pro-American, 
they  are  really  very  fond  of  this  country. 

To  give  this  little  beginning  sum  would  have,  I think,  a great 
psychological  impact  upon  the  people  of  Poland. 

Senator  Ellender.  Has  it  been  authorized? 

Senator  Humphrey.  Yes,  the  amount  is  authorized  under  section 
205(a)  of  the  Mutual  Security,  funds  for  the  hospital  construction. 

It  is  out  of  foreign  currencies,  you  see. 

Senator  Ellender.  I just  wanted  to  be  sure  that  it  was  authorized. 
Senator  Humphrey.  Yes,  it  is  authorized,  but  not  by  the  word 
“Poland,"  Senator  Ellender. 
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Now,  Mr.  Chairman,  I am  afraid  I am  like  a broken  record  on  the 
next  item.  Every  time  I see  you  I have  a word  to  say  to  you  about  it, 
but  it  is  because  of  your  kindness,  your  generosity  that  you  listen  to 
me. 

CONTBACT  STUDIES  OF  DISARMAMENT  PROBLEM 

I have  an  amendment  which  I read  into  the  record  encouraging  this 
committee  to  mako  available  under  mutual  security  the  sum  of 
$400,000  for  contracting  out  technical  studies  on  various  aspects  of 
the  disarmament  problem  to  private  research  organizations. 

Now.  my  case  is  very  simple.  The  Government  of  the  United 
States  has  a policy  relating  to  arms  control,  commonly  known  as  dis- 
armament. We  are  again  reevaluating  that  policy. 

The  President  has  appointed  Charles  Coolidge  from  Boston,  who  has 
been  assigned  with  the  special  responsibility  of  reevaluating  the  U.S. 
Government  policy  relating  to  disarmament.  We  are  about  to  enter 
again  into  negotiations  at  the  United  Nations  with  a committee  of 
10,  5 from  the  East  and  5 from  the  West,  to  undertake  disarmament 
negotiations. 

Now,  I am  for  this  indeed,  and  have  served  ns  chairman  of  a sub- 
committee in  this  field,  but  I think  that  it  is  one  thing  to  talk  about 
disarmament  and  it  is  another  thing  to  know  what  you  are  doing  when 
you  talk  about  disarmament. 

I have  seen  in  my  few  years  here  where  we  have  explored  possibil- 
ities in  disarmament  without  adequate  technical  studies  as  to  what  the 
impact  would  be  if  the  Soviets  ever  agree  to  disarmament. 

For  example,  we  were  negotiating  2 years  ago  in  London  on  certain 
matters  of  disarmament  under  what  we  called  effective  controls  with- 
out adequate  technical  studies  as  to  the  controls  that  would  be  applied. 

One  of  these  days  there  is  going  to  be  some  disarmament  or  there  is 
going  to  be  a blowup  in  the  arms  race  and  if  there  is  a program  of 
disarmament  I want  one  that  we  can  live  with.  I want  one  that 
will  not  threaten  our  security. 

All  they  request  boils  down  to  a sum  of  money  available  for  contract 
with  eminent  research  organizations,  private  organizations  that  have 
no  political  ax  to  grind,  as  such,  where  they  can  make  the  technical 
studies  that  need  to  be  made  for  disarmament  measures. 

I really  feel  that  this  is  a matter  of  national  security. 

AMOUNT  RECOMMENDED  FOR  DISARMAMENT  STUDIES 

Now,  the  sum  of  $400,000  is  what  I recommend.  Maybe  the  com- 
mittee will  feel  that  it  should  be  less.  My  plea  to  you  is,  let  us  have 
something  to  get  started  with  it. 

We  once  did  have  some  funds  in  the  Department  of  State  for  this, 
but  they  have  been  exhausted. 

Right  now  the  disarmament  program  of  the  Government  is  stated 
by  the  President,  we  are  in  negotiations  at  Geneva.  We  are  going  to 
be  in  negotiations  at  the  United  Nations. 

Regrettably  we  are  poorly  equipped  in  terms  of  the  technical  as- 
pects of  the  disarmament  problem  to  do  the  job. 
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AUTHORITY  FOR  APPROPRIATION 

Chairman  Hayden.  This  committee  may  only  appropriate  money 
authorized  by  law.  What  is  the  authority  for  this? 

Senator  Humphrey.  There  is  authority  of  law  for  it  because  it  was 
recommended,  first  oi  all,  in  the  President's  budget.  The  President 
recommended  $500,000  for  this. 

I had  offered,  as  the  chairman  knows,  amendments  in  the  sum  of 
$500,000,  but  was  unable  to  be  sufficiently  persuasive  to  convince  my 
illustrious  colleagues  of  the  meritorious  position  I had  taken.  I 
thought  I would  start  all  over  again  and  reduce  this  sum  to  a smaller 
figure. 

As  I have  said,  maybe  this  figure  is  beyond  what  the  committee 
wants  to  agree  to.  My  plea  is  that  we  start  with  it  even  if  it  is 
$250,000. 

Senator  Ellender.  Under  whose  auspices  would  this  be  done,  the 
Foreign  Relations  Committee? 

Senator  Humphrey.  Well,  there  is  existing  authority  for  this  pro- 
gram. 

Senator  Ellender.  I know,  but  you  have  boon  studying  that  for 
how  long  now? 

Senator  Humphrey.  This  was  recommended  unanimously  by  the 
Subcommittee  on  Disarmament  of  the  Foreign  Relations  Committee. 

Senator  Ellender.  Will  these  additional  funds  be  used  by  your 
subcommittee? 

Senator  Humphrey.  No;  this  has  nothing  to  do  with  the  committee. 
It  has  something  to  do  with  the  executive  branch  under  the  State  De- 
partment, coordination  by  the  St  ate  Department,  working  with  other 
agencies  of  the  Government. 

Senator  Ellender.  Why  could  not  the  State  and  Defense  Depart- 
ments take  care  of  this  out  of  their  own  funds? 

Senator  Humphrey.  They  could,  and  I have  encouraged  them  to  do 
so.  It  is  like  my  own  household ; we  always  have  the  fund  committed. 
When  something  new  comes  up,  why,  somebody  in  the  family  reminds 
us  that  that  has  already  boon  committed  someplace  else. 

USE  OF  SUPPLEMENTAL  FUNDS,  1968 

The  point  that  I want  to  emphasize  is  that  last  August  in  a sup- 
plemental appropriations  bill  the  State  Department  was  allowed  by 
this  committee  $70,000  to  initiate  technical  disarmament  studies,  but 
when  additional  funds  were  requested  this  year  and  were  rejected  the 
Department  decided  to  utilize  the  $70,000  for  other  purposes. 

Now,  I deplored  this  action  and  I indicated  such  to  the  Department. 

I do  not  think  the  Department  of  State  or  the  administration  has 
given  proper  priority  to  this  disarmament  policy,  but  I really  feel  that 
it  would  be  advisable  for  the  Appropriations  Committee  to  allocate  a 
sum  of  money  for  it  and  say  that  you  want  it  spent  for  this  particular 
purpose  because  just  us  surely  as  we  are  in  this  room  we  are  going  to 
engage  in  these  discussions,  gentlemen,  and  we  are  going  to  wake  n 
to  find  out  again  that  we  have  proceeded  on  the  political  level  towa.d 
disarmament  negotiations  without  adequate  technical  information. 
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This  is  what  happened  at  Geneva.  The  Borkner  report  reveals 
that  after  we  had  gotten  deep  into  the  studies  in  Geneva  on  nuclear 
testing,  deep  into  the  negotiations,  we  came  up  with  the  sudden  reali- 
zation that  we  had  not  done  adequate  research  in  the  field  of  seismology 
to  really  stop  all  the  political  negotiations  into  which  we  hud  entered. 

I really  feel  my  responsibility  here  because  maybe  through  cir- 
cumstances of  being  a subcommittee  chairman  it  lias  been  my  duty 
and  privilege  to  study  this  a little  more  than  some  other  Members  of 
the  Senate. 

FUNDS  FOR  DISARMAMENT  KTCDIES 

I am  not  here  saying  that  the  mag'c  figure  is  $400,000,  Mr.  Chair- 
man. I am  here  saying  that  I hope  the  committee  will  do  as  they  did 
once  before,  allocate  a sum  of  money  for  these  technical  studies  and 
then  say  to  the  State  Department,  “ vVe  want  it  used  for  this  purpose 
and  if  you  cannot  use  it  tor  this  purpose,  lot  it  revert  to  the  Treasury 
rather  than  diverting  it  as  was  done  this  last  time,”  of  the  $70,000. 

I think  that  is  inexcusable  and  I think  the  Department  ought  to 
be  brought  to  taks  for  it. 

Senator  Ellender.  Let  us  not  abuse  the  State  Department. 
Senator  Magnuson.  Let  me  ask  this:  By  technical  studies,  what 
do  you  mean?  Is  not,  disarmament  primarily  a poltioal  matter? 

If  countries  say  they  arc  going  to  disarm  it  is  based  on  political 
considerations;  is  it-  not? 

Senator  Humphrey.  Right,  plus  adequate  controls. 

NEED  FOR  CONTROLS 

I do  not  think  any  member  of  the  Senate  would  ever  vote  to  ratify 
a treaty  on  disarmament  unless  he  were  pretty  well  convinced  that 
there  were  controls. 

As  Admiral  Radford  said,  we  do  not  tnr>t  the  Soviets  so  we  must 
build  a substitute  for  trust.  The  substitute  for  trust  is  a mechanism 
or  control  mechanism  that  will  see  to  it  that  cheating  is  quickly 
ascertained  or  discovered  and  stopped. 

Senator  Magnuson,  In  other  words,  this  technical  study  would 
be  directed  toward  that  pha^e  of  as  to  how  we  could  have  what  you 
call  effective  control? 

Senator  Humphrey.  Exactly. 

Senator  Magnuson.  Not  a technical  study  as  to  how  far  you  could 
disarm  without  weakening  your  self  or  something  of  that  character? 

Senator  Humphrey.  No;  the  main  point  in  it  would  be  on  the 
control  mechanism. 

Senator  Magnuson.  Control  internationally? 

Senator  Humphrey.  Yes,  sir. 

That  is  all,  and  I certainly  want  to  thank  the  committee  for  their 
very  polite  audience. 

Senator  Dwot  bh'k.  Although  this  is  an  executive  session,  I suggest 
that  Senator  Humphrey  he  permitted  to  publicize  the  statements  that 
he  has  made  in  his  appearance  here. 

Senator  Humphre  . It  is  not  necessary,  Senator.  The  best  pub- 
licity I wuild  like  o i this  is  an  affirmative  vote  from  the  committee. 
Thank  you. 

(The  form'1!  statement  of  Senator  Humphrey  and  other  material 
sif  milted  follow:) 
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Mr.  Chairman,  I appear  before  you  in  the  interest  of  n strong  and  imaginative 
unit  uni  security  program  worthy  of  tin*  challenges  and  opportunities  we  face  in  a 
fast  changing  world.  In  my  brief  statement  I want  to  respectfully  request  that 
favorable  consideration  be  given  to:  (I)  an  adequate  appropriation  to  the  Develop- 
ment Loan  Fund;  (2)  a $2  million  appropriation  for  international  medical  research; 
and  (3)  a 950,000  appropriation  for  an  American  research  hospital  for  children  in 
Poland. 

I want  to  make  it  perfectly  clear,  Mr.  Chairman,  that  I am  appealing  only 
for  appropriations  which  were  fully  authorized  in  the  Mutual  Security  Act  of 
1959.  All  of  these  programs  have  been  thoroughly  researched  and  considered 
by  the  Senate  Committee  on  Foreign  Relations  and  the  House  Committee  on 
Foreign  Affairs. 

THE  DEVELOPMENT  LOAN  KI  NO 

Some  weeks  before  the  Senate  Committee  on  Foreign  Relations  began  its 
bearings  on  the  Mutual  Security  Act  of  1059,  I joined  in  sponsoring  an  amend- 
ment providing  authority  for  the  Development  Loan  Fund  to  borrow  from  the 
Treasury  up  to  $1 .5  billion  a year  for  5 years.  The  committee  reported  out  a bill 
incorporating  all  the  major  features  of  this  amendment  except  the  amount  of  the 
annual  authorization  which  it  reduced  to  $1  billion. 

A a you  know,  the  Mutual  Security  Act  of  1959  as  finally  poised  and  signed  by 
the  President  provided  for  only  a 2-year  authorization,  $700  million  for  the  first 
year  and  $1.1  billion  for  the  second  with  the  money  to  be  provided  only  through 
an  appropriation  bill. 

The  House  has  appropriated  to  the  Development  Loan  Fund  $550  million  for 
fiscal  1900— $150  million  less  than  authorized. 

The  Development  Loan  Fund  was  established  by  the  Congress  2 years  ago. 
At  that  time  extensive  studies  wen;  made  of  our  foreign  relations  and  the  mutual 
security  program  in  particular..  The  establishment  of  the  DLF  was  considered 
to  be  a new  departure  in  our  economic  assist’anee'pi'ograin  and  marked  a moving 
away  from  grant  assistance  to  assistance  on  a loon  basis.  Since  that  time  the 
DLF  was  organized  and  has  gone  into  operation  making  judicious  loans  to  assist 
the  underdeveloped  countries  to  accelerate  their  rate  of  economic  growth,  Now 
in  order  to  accelerate  the  growth  rate,  a substantial  amount  of  funds  will  have  to 
be  provided. 

We  must  face  the  fact  that  given  the  large  population  growth  in  these  countries, 
assistance  up  until  now  has  gone  largely  to  keep  their  heads  above  water.  The 
Development  Loan  Fund  was  planned  to  do  something  more  than  this,  but  it. 
cannot  do  so  .unless  adequate  funds  are  provided  for  this  purpose. 

Five  hundred  and  fifty  million  dollars  is  far  below  the  amount  necessary  to  do 
an  effective  job.  Surveys  done  by  many  responsible  public  and  private  bodies 
have  come  to  the  conclusion  that  upwards  of  a billion  dollars  a year  is  necessary 
to  make  an  appreciable  impact.  The  Committee  for  Economic  Development,  in 
1957  recommended  $1  billion  a year  for  5 years;  the  National  Planning  Associa- 
tion in  1958  recommended  a program  of  10  to  29  billion  dollars  over  a 5-  to  19- 
year  period:  the  special  studies  project  of  the  Rockefellers  Bros.  Fund  in  the  spring 
of  1958  called  for  a substantial  increase  in  the  level  of  appropriations  than  made 
available  to  the  Development  Lo  in  Knud;  and  this  year  the  Draper  Committee 
concluded  that  the  $700  million  now  authorized  is  the  minimum  required  and 
recommended  at  least  $!  billion  per  year  thereafter. 

I cannot  overemphasize  how  important  it  is  that  the  full  $700  million  for  the 
Development  loan  Fund  be  appropriated.  To  provide  loss  would  be,  in  my 
judgment,  u serious  mistake. 

$2  MILLION  FOB  MEDICAL  RESEARCH  FIELD  TRIALS 

Tite  committee  has  in  its  files  a detailed  memorandum,  which  I have  previously 
submitted.  respectfully  urging  that  the  committee  not  accept  a pirticular  pro- 
vision in  the  House  bill.  I refer  to  the  House  action  which  prohibits  funds  being 
used  to  enrrv  out  the  provisions  of  section  501(b)  of  the  Mutual  Security  Act  of 
1 959.  (See  sec.  11 0 of  II. R.  8385.) 

Sect  inn  501  (l>)  would  make  available,  on  a permissive  bnsis  through  the  Presi- 
dent’s Contingency  Fund,  a sum  of  up  to  $2  million  to  be  used  for  field  trials, 
surveys  and  demonstrations  which  might  lead  toward  the  mass  eradication  of 
selected  disease. 

After  the  House  prohibited  the  use  of  any  funds  for  this  purpose,  I communi- 
cated with  members  of  the  House  Committee  on  Appropriations  to  try  to  clarify 
the  great  value  of  501(b).  One  of  the  members,  in  responding  kindly  Indicated 
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that  I had  made  an  “impressive”  case  for  501  (b).  He  indicated,  however,  that 
he  still  felt  that  insufficient  study  had  been  given  to  what  he  regarded  as  a new 


use  of  U.S.  money  abroad. 

The  fact  is,  however,  that  the  use  is  not  new.  The  further  fact  is  that,  for  1 
ear,  the  Senate  Government  Operations  Subcommittee,  of  which  I am  chairman. 


mum1! 


rtrtKU'i  rtruii  ti  t 


■ lllIlldllTt  1 1 ITU  174  ■141  J 


i n ilkvivJi  ; 


■ Ilf  till 


trial. 


If  the  Senate  does  not  act  to  permit  funds  to  be  used  for  this  purpose,  we  will 
lose  precious  time.  And  this  will  happen  not  simply  in  the  mass  eradication  of 
diseases  of  interest  to  other  parts  of  the  world;  we  will  lose  the  possibility  of 
learning  new  clues  on  how  to  conquer  diseases  in  our  own  country,  c.g.,  virus 
diseases. 


$40,000  FOR  POLISH  RESEARCH  HOSPITAL 


Also,  I hope  that  the  committee  will  act  favorably  on  an  amendment  that  I 
have  introduced,  which  would  provide  $50,000  equivalent  in  foreign  currency  for 
the  purpose  of  planning,  within  the  next  fow  months,  to  commence  construction 
on  the  American  Children’s  Hospital  for  Research  In  Poland. 

The  only  question  confronting  this  committee  therefore  is:  Will  it  choose  it, 
flash  the  “green  light”  for  this  first  project  to  get  underway  under  section  205(a). 
of  the  Mutual  Security  Act  of  1959?  I might  say  that  the  sponsors  of  the  overall 
hospital  provision  definitely  had  in  mind  this  specific  project  in  Poland  as  they, 
themselves,  clearly  stated.  . • 

The  Polish  project  is  well  conceived.  It  is  backed  by  a distinguished  American 
committee.  It  is  planned  for  an  ideal  location  at  the  University  of  Krakow. 
And  it  is  timed  ideally  in  connection  with  the  600th  anniversary  of  that  great 
university  in  1963.  But  time  to  start  is  of  the  essence.  By  allocation  now  of 
the  small  sum  of  $50,000  equivalent  (in  Polish  zlotys)  we  will  begin  to  realize 
immense  good  from  this  project. 

This  concludes  my  statement,  Mr.  Chairman.  I want  to  thank  you  for  the 
opportunity  to  testify  on  this  measure.  There  is  no  more  significant  bill  for  the 
Congress  to  consider  this  year  than  the  one  before  this  committee.  H.R.  8385 
has  worldwide  import.  ... 

I am  hopeful  that  this  committee  will  report  out  a bill  which  will  provide 
the  funds  necessary  for  our  Government  to  do  the  kind  of  job  which  is  required  to 
advance  the  cause  of  freedom  and  raise  the  living  standards  of  the  world’s  people. 


If.S.  Senate, 

Committee  on  Government  Operations, 

Subcommittee  on  reorganization  and  International  Organizations, 

August  3,  1959. 

Hon.  Carl  Hayden, 

Chairman,  Committee  on  Appropriations, 

U.S.  Senate,  Washington,  D.C. 

Dear  Carl:  This  will  supplement  my  past  letter  respectfully  suggesting  that 
the  Committee  on  Appropriations  allocate  operating  funds  under  the  amendment 
for  $2  million  for  fiela  trials  abroad  for  eradication  of  disease.  This  was  authorized 
under  section  501(b)  of  the  mutual  security  authorization  law  of  1959,  Public  Law 
108,  86th  Congress. 

I should  now  like  to  bring  to  your  attention  another  matter  somewhat  compara- 
ble. 

This  concerns  the  need  for  operating  funds  to  begin  to  implement  section  400(c) 
of  the  same  authorization  law. 

Section  400(c)  provides  for  the  use  of  local  currencies  and  dollars  for  American-  t 

sponsored  or  founded  research  hospitals  or  centers  abroad. 

The  one  particular  project  on  which  construction  could  be  begun  is  the  proposed 
American  Research  Hospital  for  Children  in  Poland,  to  be  constructed  at  the 
University  of  Krakow. 

Since  the  appropriation  bill  had  cleared  the  House  prior  to  the  President  s 
signature  of  Public  Law  108,  it  is  the  hope  of  all  supporters  of  this  hospital  that 
it  m&y  be  possible  for  the  Senate  Committee  on  Appropriations  to  allocate  the 
use  of  $50,000  in  Polish  zlotys  for  this  particular  hospital. 

Congressman  Clement  J.  Zablooki  is  well  informed  on  this  subject,  having 
offered  the  original  provision  in  H.R.  7500,  which  subsequently  became  Public 
Law  108. 
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In  addition,  the  staff  of  the  international  health  study  of  the  Senate  Committee 
on  Government  Operations  would,  likewise,  be  prepared  to  offer  any  information 
which  might  be  required  by  your  committee. 

Needless  to  say,  I hope  that  you  and  your  colleagues  will  not  hesitate  to  call 
upon  me  personally  if  I can  supplement  the  attached  statement  of  justification 
for  the  proposed  $50,000  grant  in  Polish  zlotys. 

I would  db  very  appreciative  if  the  enclosed  copy  of  my  amendment,  the  text 
of  the  justification  statement,  and  this  letter  could  be  printed  in  the  transcript 
of  your  hearings  on  H.R.  8385. 

With  kindest  wishes,  I am, 

Sincerely, 


Hubert  H.  Humphrey, 

Subcommittee  Chairman. 


July  31,  1959. 

Memorandum  from  Senator  Hubert  H.  Humphrey,  Chairman,  Interna- 
tional Health  Study,  Re:  Justification  for  Amendment,  to  Allocate 
$50,000  Equivalent  in  Foreign  Currency  for  Planning  Funds  for  Amer- 
ican Research  Hospital  for  Children  in  Poland 

On  July  30,  I introduced  an  amendment  to  H.R.  8385,  the  mutual  security 
appropriation  bill. 

Its  purpose  is  to  make  available  the  equivalent  of  $50,000  in  local  currency  for 
the  purpose  of  planning  for  the  construction  of  the  proposed  research  hospital  for 
children  in  Poland. 

In  effect,  this  amendment  would  begin  the  process  of  implementing  section 
400(c)  of  the  Mutual  Security  Authorization  Act  of  1959,  Public  Law7  108,  86th 
Congress.  That  section  authorizes  the  use  of  local  currencies  for  the  purpose  of 
supporting  hospitals  abroad,  “designed  to  serve  as  centers  for  medical  treatment, 
education,  and  research,  founded  or  sponsored  by  citizens  of  the  United  States”. 

The  proposed  children’s  research  hospital  in  Poland  represents  the  very  first 
project  contemplated  under  section  400(c).  This  fact  was  specifically  stated  by 
Congressman  Clement  J.  Zablocki,  author  of  the  section  in  the  House  Committee 
on  Foreign  Affairs,  In  his  contacts  with  that  committee  and  with  members  of  the 
House  Committee  on  Appropriations. 

The  present  situation  is  that  unless  $50,000  equivalent  is  authorized  now,  it  will 
be  impossible  to  begin  the  necessary  detailed  planning  to  “translate”  i.e.,  elaborate 
the  present  architectural  plans  into  the  actual  construction  work. 

TIMING  OF.  HOSPITAL  CONSTRUCTION 

It  is  hoped  that  next  spring,  it  will  be  possible  to  break  ground  for  the  construc- 
tion project.  This  will  be  none  too  early,  in  view7  of  the  fact  that  it  is  hoped  to 
have  the  hospital  completed  in  time  for  the  celebration  in  1963  of  the  600th  anni- 
versary of  the  University  of  Krakow7. 

The  anniversary  will  be  an  event  of  tremendous  significance  throughout  Europe. 
The  university  is  the  second  oldest  university  in  eastern  Europe,  being  outranked 
in  seniority  only  by  the  University  of  Prague. 

DISTINGUISHED  AMERICAN  COMMITTEE 

There  has  been  tremendous  interest  in  this  children’s  hospital.  A distinguished 
committee  serves  here  in  the  United  States  toward  the  establishment  of  such  a 
hospital. 

Our  colleague,  Senator  Harrison  Williams  of  New7  Jersey,  is  one  of  the  indi- 
viduals on  this  committee,  along  with  able  officials  of  the  noted  organization, 
CARE.  The  world-famous  physician  in  physical  medicine  and  rehabilitation, 
Dr.  Howard  A.  Rusk,  is  special  consultant  to  the  committee. 

JULY  30  MEETING 

The  need  for  these  initial  funds  was  fully  established  at  a factfinding  session, 
which  I had  called  together  in  the  offices  of  the  international  health  study  of  the 
Subcommittee  on  Reorganization  and  International  Organizations  of  the  Senate 
Committee  on  Government  Operations,  Thursday,  July  30. 
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At  that  time,  it  was  pointed  out  to  legislative  and  executive  branch  representa- 
tives present  that  unless  some  planning  money  is  made  available,  the  period  be- 
tween now  and  the  start  of  next  year  may  not  prove  fruit  fid  in  advancing  work 
on  the  sceno  in  Poland. 

In  this  interim,  every  effort  will  bo  made  to  raise  a substantial  sum  of  American 
dollars  from  private  pfiilanthiopic  resources.  Many  expressions  of  support  have 
been  received  from  interested  American  citizens.  The  financial  need  for  zlotys 
is,  however,  urgent.  Heartfelt  sympathy  is  not  enough  for  these  tiny  folk  in  a 
land  which  has  suffered  as  much  or  more  as  any  in  Europe  from  World  War  II 
and  its  aftermath. 

It  is  anticipated  that  all  told,  $2.5  million  equivalent  in  Polish  zlotys  for  labor, 
materials,  and  services  will  bn  necessary  for  the  project  to  he  fulfilled.  The 
equivalent  of  $50,000  is,  therefore  a modest  start.  So  far,  all  dollar  expenses 
have  boon  borne  out  of  pocket  by  Mr.  Wladek  O.  Hiernacki-Poray,  the  architect 
who  has  donated  his  services. 

Speed  is  of  the  essence  if  we  are  to  be  able  to  fulfill  the  objective  of  timing  in 
connection  with  the  1963  celebration.  But,  even  if  that  were  not  a factor,  it  is 
important  that  this  work  be  scheduled  underway  on  an  orderly  basis  at  the 
earliest  opportunity. 

CONCLUSION 

At  the  moment,  it  is  my  understanding  that  there  is  incomparable  children’s 
research  center  in  all  of  Poland. 

To  the  extent  that  we  can  help  bring  this  nobly  conceived  institution  into 
being — as  soon  as  possible- — wc  will  be  fulfilling  all  the  many  objectives  implicit 
in  the  concept  of  section  400(c). 

This  was  the  theme  of  my  statement  in  the  Congressional  Record  of  July  22, 
beginning  on  page  12751. 

I hope,  therefore,  that  the  Senate  Committee  on  Appropriations  will  choose 
to  insert  this  $50,000  alloeation  in  our  Senate  version  of  tho  bill  and  that,  if  it 
does  so,  its  action  will  be  sustained  in  the  Senate-House  conference  committee. 


{H.R.  8385, 86th  Oong.,  1st  sess.1 

AMENDMENT  Intended  to  be  proposed  by  Mr.  Humphrey  to  the  bill  (H.R. 
8385)  making  appropriations  for  Mutual  Security  and  related  agencies  for  the 
fiscal  year  ending  June  30,  I960,  and  for  other  purposes,  viz : On  page  2,  between 
lines  23  and  24,  insert  the  following: 

Special  assistance,  special  authorization:  For  assistance  authorized  by  section 
400(c)  in  the  planning  for  construction  of  the  American  Research  Hospital  for 
Children  in  Poland  at  the  University  of  Krakow',  the  equivalent  of  $50,000  in 
local  currencies. 


U.S.  Senate, 

Committee]  on  Government  Operations, 

Subcommittee  on  Reorganization  and  International  Organizations, 

Jvly  SI,  1959. 

Hon.  Carl  Hatden, 

Chairman,  Committee  on  A vpropriations, 

U.S.  Senate , Washington,  D.C. 

My  Dear  Mr.  Chairman:  I would  like  to  invite  your  attention  to  page  11  of 
House  Report  712,  the  report  of  the  Committee  on  Appropriations  on  the  appro- 
priation bill  to  carry  out  Public  Law  108,  86th  Congress,  the  mutual  security 
law  for  the  fiscal  year  1960. 

Page  1 1 points  out  that  the  House  Committco  on  Appropriations  has  decided 
to  prohibit  the  use  of  funds  to  initiate  or  expand  certain  programs.  It  then 
enumerates  these  programs.  One  of  them  is  international  cooperation  in  health. 

This  particular  program  is  authorized  under  section  501(b)  of  Public  Law  108. 

I am  writing  today  to  convey  most  respectfully  my  suggestion  to  the  Committee 
on  Appropriations  that  it  consider  deleting  from  HjR.  8385  this  regrettable 
prohibition, 

I believe  that  members  of  the  House  Committee  on  Appropriations  may  not 
have  been  fully  informed  as  to  the  meaning  of  section  501(b).  If  the  prohibition 

deleted,  as  I,  for  one,  feel  it  shouldlbe,  the  President  would  be  free  to  utilize 
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window  sums  ho  regards  iin  appropriate  from  his  contingency  fund,  up  to  $2 
million  for  this  particular  vital  purpose.  I have  prepared  a memorandum 
pointing  out  the  tremendous  and  urgent  need  for  implementation  of  section  501  (b). 

I point  out  that  this  particular  provision  is  100  percent  consistent  with  past 
congressional  precedents,  with  views  received  from  the  American  medical  com- 
munity— and  with  the  Congress’  own  statement  of  policy  in  the  MSA  law. 

I earnestly  submit  that  to  allow  the  blanket  prohibition  to  stand  would  be  a 
serious  error  on  the  part  of  Congress  so  far  us  this  and  so  far  as  other  provisions 
are  concerned. 

I would  be  grateful  if  the  text  of  this  letter  and  the  memorandum  would  be 
printed  in  the  official  transcript  of  the  hearings  by  your  committee. 

Thanking  you,  I am, 

Sincerely, 

Hubert  H.  Humphrey. 


Memo  From  Senator  Hubert  H.  Humphrey  He  Justification  for  Operat- 
ino  Funds  for  Section  501(b)  ok  the  Mutual  Security  Bill,  H.It.  7500, 
80th  Congress 

The  purpose  of  section  501  (bj  as  approved  by  the  Senate-House  conference 
committee  is  to  authorize  from  the  President’s  contingency  fund  the  expenditure 
of  $2  million  for  research,  field  trials,  surveys,  and  demonstrations  looking  toward 
the  mass  eradication  of  selected  diseases. 

Thu  amendment  is  purely  permissive — 

(а)  In  view  of  the  many  other  possible  calls  on  the  contingency  fund  for 
other  purposes; 

(б)  Iu  view  of  the  fact  that  the  President  would  want,  for  example,  to 
determine  from  outstanding  medical  experts  as  to  whether  medical  science 
had  actually  reached  the  stage  of  making  worth  while  any  such  field  trials, 
surveys,  or  demonstrations  against  particular  diseases. 


basic  suggestions 

I respectfully  submit  that  II. II.  8385,  appropriating  mutual  security  funds  for 
tiie  fiscal  year  I960,  should,  particularly  iu  the  interest  of  the  American  people 
themselves,  contain  language,  making  available  use  of  operating  funds  fjr  this 
purpose  and  that  restrictive  language  should  be  deleted. 


REASONS  FOR  AUTHORITY 

The  reasons  justifying  this  suggestion  are  as  follows: 


indirect  costs  of  disease 

Tiie  following  fact-  Ims  been  proved  by  many  economists: 

1.  The  American  people  are  paying  stupendous  indirect  costs  from  mass  dis- 
eases, prevalent  throughout  the  world. 

The  fact  that  wide  areas  of  the  earth,  for  example,  are  still  ravaged  by  mularia 
costs  the  American  taxpayers  tens  of  millions  of  dollars  per  year.  Thus: 

(a)  It  costs  our  businesses  money  because  it  reduces  foreign  markets  for  hun- 
dreds of  millions  of  dollars  worth  of  American  exports. 

(b)  It  costs  our  importers  money  because  it  raises  the  cost  of  raw  materials 
which  they  buy  from  abroad. 

(c)  It  costs  the  American  Treasury  money  because  it  reduces  the  taxable 
earnings  of  American  free  enterprise  here  and  throughout  the  world. 

higher  costs  from  tolerating  disease 

2.  The  cheapest  way  to  cut  down  on  these  losses  is  not  through  the  world’s 
endless  toleration  of  avoidable  infectious  diseases,  but  through' efforts  toward  mass 
eradication  of  them. 

Our  experience  hero  in  the  United  States  was  this: 

For  years  and  years,  it  cost  the  American  people  a fortune  to  tolerate  mass 
infectious  diseases  such  as  typhoid  fever,  smallpox,  diphtheria,  etc.  At  last,  the 
concept  grew  that  it  was  far  better  from  an  economic  standpoint,  much  less  from 
n humanitarian  standpoint,  to  deliver  a series  of  sharp  offensive  blows  against  these 
infectious  diseases.  In  so  doing  we  virtually  extinguished  many  of  them  com- 
pletely, once  and  for  all.  This  has  saved  us  incalculable  sums,  not  to  mention 
much’ human  misery, 
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The  same  situation  is  comparable  abroad.  Statisticians  have  proven  that  to 
try  to  merely  control,  say,  malaria  over  a long  period  of  time  costs  infinitely  more 
than  to  mount  a short,  sharp  assault  against  it  and  wipe  it  out  for  good.  Soonor 
or  later  the  world  will  recognize  that  this  procedure  is  true  of  other  mass  killers 
and  cripplers  as  well.  Malaria  is  fortunately  on  its  way  toward  elimination,  but 
what  about  other  mass  killers? 

PRIVATE  ENTERPRISE,  I.B.,  DRUG  COMPANIES  WOULD  GET  "GREEN  LIGHT” 

3.  Section  601(b)  represents  an  approach  100  percent  consistent  with  the 
American  free  enterprise  system. 

No  single  ally  is  more  important  to  the  concept  of  the  amendment  than 
America’s  private  pharmaceutical  industry. 

It  is  this  industry  which  will  do  as  much  or  more  than  any  single  force  in  the 
world  to  achieve  the  concepts  implicit  in  the  amendment. 

For  it  is  the  American  pharmaceutical  industry  which  is  best  qualified  to  de- 
velop mass  therapy  drugs,  e.g.,  a type  of  cheap  pill — a l-cent-or-so  oral  vaccine, 
for  example,  which  might  be  taken  by  tens  of  millions  of  peoples,  as  a means  of 
rapidly  avoiding  or  curbing  or  eliminating  some  infectious  type  of  malady. 

Within  the  next  month,  the  Subcommittee  on  Reorganization  and  International 
Organizations  of  the  Senate  Committee  on  Government  Operations,  expects  to 
publish  a committee  print  which  will  be  exclusively  devoted  to  the  role  of  tho 
pharmaceutical  industry  in  international  medical  research.  This  print  will 
demonstrate  that  the  pharmaceutical  industry  has  been  spending  a great  amount 
of  money  toward  medical  research.  This  research  has  naturally  been  geared 
basically  toward  the  American  market  itself.  Increasingly,  the  research  is  di- 
rected toward  the  world  market,  but  present  levels  are  relatively  modest. 

Section  501(b)  In  effect  flashes  a new  "green  light”  for  cooperation  between 
government  and  the  private  pharmaceutical  industry  for  research  against  those 
diseases  which  particularly  affect  tens  of  millions  of  people  in  the  emerging 
countries. 

Sample  reactions  to  the  subcommittee  from  the  pharmaceutical  industry  have 
indicated  that  this  type  of  Federal  support  is  more  than  welcome. 

SECTION  601(b)  18  NOT  A RADICAL  INNOVATION 

4.  The  concept  of  the  amendment  is  actually  not  new.  Right  now,  there'is 

available  through  the  International  Cooperation  Administration  the  sum  of 
$400,000  for  field-type  research  into  cholera.  * 1 

This  money  was  secured  from  the  old  Asian  Development  Fund  (whose  use 
actually  expired  at  the  end  of  the  last  fiscal  year). 

The  greatest  precedent  for  the  amendment,  however,  is  the  continuing  effort  to 
strengthen  mass  attack  for  the  purpose  of  malaria  eradication. 

The  U.S.  Government,  thanks  to  wise  decisions  by  the  Executive  brand),  by 
the  Senate  and  House  Foreign  Relations  and  Foreign  Affairs  Committees,  and 
the  Senate  and  House  Appropriations  Committees,  is  soundly  long  since  com- 
mitted to  the  malaria  eradication  program. 

So  now  the  question  is,  why  not  try  the  same  successful  techniques  against  other 
mass  diseases? 

In  any  event,  the  amendment  is  not  something  brnndnew  or  something  which 
authorizes  the  Congress  to  step — without  consideration — into  an  "entirely 
novel  field,” 

Instead  it  simply  is  the  authority  for  a broadened  and  intensified  program  to 
realize  further  potentialities  for  human  good. 

LONG-RANGE  NEED  REQUIRES  ACTION  NOW 

5.  If  the  amendment  is  denied  any  operating  funds,  the  net  effect  will  be  that 
not  a single  new  dollar  for  this  type  purpose  will  be  available  from  the  U.S. 
Government  in  the  1960  fiscal  year. 

Thus,  no  program  whatsoever  of  the  type  mentioned  (over  and  above  anti- 
cholera  And  antipolio  efforts)  will  become  possible  for  the  next  1 2 months.  The 
world  will  virtually  stand  still,  so  far  as  U.S.-sponsored  new  testing  of  new  drugs 
against  mass  disease  is  concerned.  But  disease  does  not  stand  still.  Our  failure 
to  act  in  1 960  fiscal  year  means  that  perhaps  in  1 965  or  1 970  the  world  will  wonder, 
“Why  is  it  that  research  was  not  at  least  started  back  in  1960?” 

Research  takes  time.  No  one  can  predict  when  it  will  achieve  results.  Yet  a 
single  $100,000  grant  may  result  in  saving  tens  of  millions  of  dollars. 
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Indeed,  n single  such  grant  may  prove  effective  in  halting  before  it  starts  an 
epidemic  which  could  attack: 

(a)  American  servicemen  stationed  abroad; 

(b)  People  in  our  own  continent  who  are,  after  all,  just  a few  hours  by  jetplnne 
away  from  all  other  continents. 

DIFFERENCES  AH  COMPARED  WITH  HILL-FOCSAllTV  HILLS 

0.  The  type  of  field  work  contemplated  under  this  amendment  can  and  should 
be  differentiated  from  the  laboratory  and  other  work  contemplated  for  the  Na- 
tional Institute  for  International  Health  and  Medical  Research,  ns  proposed 
under  Senator  Lister  Hill’s  bill,  Senate  Joint  Resolution  41.  The  latter  bill  bas 
already  been  approved  by  the  Senate,  and  is  now  pending  before  the  Subcommittee 
on  Health  and  Safety  or  the  House  Committee  on  Interstate  and  Foreign  Com- 
merce, 

No  one  is  more  familiar  with  Senate  Joint  Resolution  41,  or  can  better  describe 
its  purposes  than  Senator  Hill  himself.  But  ns  one  of  the  many  sosponsore  of 
that  great  bill,  let  me  submit  what  I,  for  one,  believe  are  but  a few  of  the  distinc- 
tions between  his  legislation  and  this  particular  amendment. 

1.  Senate  Joint  Resolution  41  may,  I Ijclieve,  be  implemented,  in  large  part, 
at  least  for  the  several  years  up  ahead,  in  the  same  manner  that  the  National 
Institutes  of  Health  are  already  carrying  on  some  $5  million  of  research  spending 
for  international  projects  in  particular  laboratories  or  hospitals. 

2.  By  contrast,  section  601(b)  conte mplatea  mass  studies  in  the  field,  c.g., 
among  tens  of  thousands  of  individuals  in  specified  regions  throughout  tho  globe, 
particularly  tropica)  and  adjacent  nrciiB. 

To  carry  out  section  601(b)  will  require  the  closest  possible  cooperation  with 
foreign  governments,  a matter  for  State  Department  and  ICA  attention.  Ob- 
viously, a field  trial  cannot  take  place  unless,  too,  it  is,  by  and  large,  administered 
by  foreign  nationals,  e.g.,  technicians  of  other  governments,  and  unless  policy 
decisions  have  first  been  reached  in  the  highest  quarters  to  cooperate  with  ub. 
Tiic  fact  that  a research  program  will  be  largely  administered  by  foreigners  actually 
will  represent  a saving  for  us.  Expenses  can  thereby  lie  borne  patrially  by  the 
foreign  government;  out  share  of  the  expenses  should  be  a reasonable  amount. 

Let  it  be  noted  further  that  I feel  that  Somite  Joint  Resolution  41,  represents 
one  of  the  most  important  single  pieces  of  legislation  which  can  possibly  be 
adopted  by  the  86th  Congress. 

I would  not  want  for  one  moment,  any  doubt  ns  to  the  relationship  or  lack  of 
relationship  between  these  two  pieces  of  legislation  to  delay  or  detract  in  the 
slightest  from  favorable  action  on  Senate  Joint  Resolution  41  at  the  earliest 
possible  date. 

CLUBS  TO  DIFFERENT  DISEASES  INTERRELATE 

7.  Certain  diseases  strike  in  particular  sections  of  the  world. 

But  in  finding  the  answers  to  certain  diseases,  we  may  unlock  answers  to 
divergent  diseases  which  exist  in  the  United  States. 

A virus  causing  one  type  of  disease  in  south  Asia  may  act  in  a manner  very 
similar  to  a virus  which  causes  disease  in  the  United  States.  Yet,  without  field 
trials  in  the  foreign  country,  it  may  bo  impossible  to  test  concepts  which  might 
ultimately  be  applicable  in  the  United  States. 

Conclusions:  This  section  is  not  a medical  service  or  assistance  program;  it  is 
a research  program  only.  It  is  not  designed  to  attempt  to  cope  with  the  health 
problems  of  the  world  or  of  any  foreign  country  in  any  other  way  than  providing 
indispensable  research  answers. 

It  is  neither  a “novel"  nor  a "radical"  program.  There  is  ample  precedent 
for  it. 

It  is  designed  to  help  fulfill  in  good  faith  tho  statement  of  policy  in  Beotion  601(b) 
of  the  Mutual  Security  Act  of  1959.  This  policy  statement  in  turn  is  not  new: 
it  is  by  and  large  a restatement  of  the  policy  declaration  in  the  1658  Mutual 
Security  Act.  In  turn,  that  was  simply  an  extension  of  policy  stntenenta,  which 
may  be  found  in  Mutual  Security  Acts  of  earlier  years  (as  related  specifically  to 
the  eradication  of  malaria). 

Section  50 1(b) 'a  underlying  concept  of  medical  research  is  supported  throughout 
the  American  medical  community. 

This  particular  type  of  research  is  hot  covered  under  Senate  Joint  Resolution 
41,  nor  under  existing  appropriations  to  the  World  Health  Organization,  nor 
under  present  National  Institutes  of  Health  programs  overseas. 

The  final  question  confronting  the  Congress,  therefore  is:  "Does  it  or  does  it 
not  wish  to  use  field  trials  which  are  indispensable  if  we  are  to  help  unlock  the 
mysteries  toward  mass  eradication  of  disease7" 


FAR  FAST 
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STATEMENTS  OF  J.  GRAHAM  PARSONS,  ASSISTANT  SECRETARY 
OF  STATE  FOR  FAR  EASTERN  AFFAIRS ; DR.  RAYMOND  T.  MOYER, 
REGIONAL  DIRECTOR,  OFFICE  OF  FAR  EASTERN  OPERATIONS, 
INTERNATIONAL  COOPERATION  ADMINISTRATION,  AND  REAR 
ADM.  EDWARD  J.  O’DONNEL,  DSN,  DIRECTOR,  FAR  EAST 
REGION,  OASD/ISA,  DEPARTMENT  OF  DEFENSE,  ACCOMPANIED 
BY  J.  E.  MURPHY,  INSPECTOR  GENERAL  AND  COMPTROLLER, 
MUTUAL  SECURITY;  CLIFFORD  C.  MATLOCK,  ECONOMIC  SPE- 
CIAL ASSISTANT  TO  THE  ASSISTANT  SECRETARY  FOR  FAR 
EASTERN  AFFAIRS;  ROBERT  C.  YOST,  AID  PROGRAMS  ADVISER, 
BUREAU  OF  FAR  EASTERN  AFFAIRS;  AND  VINCENT  SHERRY, 
PROGRAM  OFFICER,  DEPARTMENT  OF  STATE;  WILLIAM  J. 
KROSSNER,  ACTING  CHIEF,  FAR  EAST  PROGRAM  STAFF;  C. 
HERBERT  REES,  PROGRAM  OFFICER,  OFFICE  OF  THE  DEPUTY 
DIRECTOR  FOR  PROGRAM  AND  PLANNING,  AND  EDWARD  F. 
TENNANT,  ACTING  ASSISTANT  DEPUTY  DIRECTOR- CONTROL- 
IER,  INTERNATIONAL  COOPERATION  ADMINISTRATION ; CAPT. 
CHARLES  WAYNE,  USN,  FAR  EAST  REGION,  OASD/ISA;  CHARLES 
H.  SHUFF,  DEPUTY  ASSISTANT  SECRETARY  FOR  MILITARY 
ASSISTANCE  PROGRAMS,  OASD/ISA;  MARKLEY  SHAW,  COMP- 
TROLLER, ISA,  AND  COL.  VICTOR  H.  KING,  USAF,  DEFENSE 
COORDINATOR  FOR  MSP  CONGRESSIONAL  PRESENTATION, 
ISA,  DEPARTMENT  OF  DEFENSE— (Resumed) 

PAR  EASTERN  FORCES 

Chairman  Hayden.  We  have  the  same  witnesses  we  had  yesterday 
in  case  any  members  of  the  committee  want  to  question  them. 

Senator  EUender. 

Senator  Ellender.  Senator,  I am  sorry  I was  not  here  yesterday  to 
listen  to  the  witnesses.  As  you  know,  I was  engaged  in  presenting  a 
conference  report  on  the  public  works  bill.  I appreciate  the  fact  that 
these  witnesses  have  returned. 

There  is  one  paragraph  that  I would  like  to  quote  from  Mr.  Parsons’ 
statement.  It  is  at  the  bottom  of  page  4 and  the  top  of  page  5. 

The  United  States  is  helping  to  support  the  maintenance  of  Far  Eastern  forces 
numbering  over  lji  million  men  who  make  up  an  essential  and  important  com- 
ponent of  the  free  world’s  total  defense, 

Would  you  bo  a little  more  specific  and  give  us  where  these  soldiers 
are  located  and  whether  or  not  they  are  Active  or  Reserves? 

Mr.  Parsons.  Admiral  O’Donnell  will  answer  that  for  you,  Senator. 

Admiral  O’Donnell.  Taiwan, . 
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Senator  Ellender.  Are  those  Active  or  Reserves? 

Admiral  O’Donnell.  Active  Forces. 

In  Japan, — active. 

Senator  Ellender.  Japanese  Army? 

Admiral  O’Donnell.  The  Japanese  Army, ; the  Navy, 

— — ; (he  Japanese  Air  Force, . 

CONTRIBUTIONS  FROM  JAPANESE  RESOURCES 

Senator  Ellender.  How  much  has  Japan  contributed  out  of  her 
resources  for  that  purpose? 

Admiral  O’Donnell.  I have  it  percentagewise,  Senator  Ellen der. 
She  contributes  7 percent  of  the  total  government  expenditure  and 
between  I and  2 percent  of  the  total  gross  national  product.  The 
total  defense  expenditures  for  1058  are  estimated  at  $406  million. 

Senator  Ellbndeil  That  amounts  to  what  percentage  of  her 
expenses. 

Admiral  O'Donnell.  Seven  percent  of  government  expenditures. 
Senator  Ellen  der.  Go  to  the  military? 

Admiral  O'Donnell.  Yes,  sir. 

Senator  Ellender.  And  about  1 or  2 percent  of  GNP. 

Mr.  Murphy.  1.4. 

Senator  Ellender.  You  realize  that  is  rather  small? 

Admiral  O’Donnell.  Yes,  sir. 

Senator  Ellender.  We  spend  about  10  plus  percent  of  ours. 
Admiral  O'Donnell.  Yes,  sir. 

JAPANESE  GROSS  NATIONAL  PRODUCT 

Senator  Ellender.  I guess  Japan  spends  less  than  any  major 
country. 

Now  I would  like  to  point  out  that  the  annual  available  resources 
of  Japan  are  $27,685  million,  and  her  annual  consumption  amounts  to 
$20,186  million.  She  invests  the  difference  between  those  two  figures 
which  amounts  to  $7,499  million,  or  27.1  percent  of  available  resources. 
In  our  case,  we  invest  about  16  percent  of  our  resources. 

Now  I notice  here  that  in  the  past  Japan  has  received  quite  a large 
sum  for  military  assistance.  In  fact  in  1958,  — — — million ; in  1 959, 

almost'1^- — miHrcin.  You  have  Japan  down  this  year  for . 

Now  what  will  that  money  be  used  for? 

Admiral  O’Donnell.  Aircraft  and  aircraft  components  and  also, 
we  propose  to  help  them  initiate  the  production  of  a modem  type, 
air  defense  type  aircraft. 

Senator  Ellender.  Out  of  this  money? 

Admiral  O’Donnell.  Yes,  sir. 

Senator  Ellender.  You  mean  by  assisting  Japan  to  build  a 
factory? 

Admiral  O’Donnell.  No,  sir;  just  to  assist  them  to  make  the 
arrangements  and  to  procure  the  material.  There  is  a committee  of 
Japanese  officers  in  the  country  now,  and  thev  are  in  the  process  of 
selecting  an  American  type  aircraft  which  will  be  the  basis  of  their 
air  defense. 

Senator  Ellender.  As  I understand  the  situation  in  Japan,  and 
I have  been  there  several  times  recently,  Japan  has  never  been  as  pros- 
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perous  as  she  is  now.  If  in  the  past  she  was  able  to  maintain  thou- 
sands of  soldiera  to  fight  us,  I wonder  why  she  cannot  proceed  to  do  a 
little  more  for  herself,  especially  in  view  of  the  fact  that  at  present 
27.1  percent  of  her  available  resources  are  being  invested  annually 
for  the  purpose  of  expanding  her  economy. 

Admiral  O’Donnell.  We  are  hoping  that  Japan  is  going  to  make 
an  increase  in  her  own  contribution. 

Senator  Ellender.  I know,  but  you  ought  to  encourage  her  to  do 
it  now. 

Admiral  O'Donnell.  Yes,  sir. 

Senator  Ellender.  We  have  given  Japan  billions  of  dollars  to  put 
her  where  she  is  now. 

IMPROVEMENT  OF  DEFENSE  POSTURE  OF  JAPAN 

Admiral  O'Donnell.  Under  tho  military  assistance  program  we 

have  furnished - through  June  30,  1959,  and  we  do  think  that 

tho  self-supporting  situation  of  Japan  will  improve. 

Senator  Ellender.  If  Japan  were  in  the  red,  I would  say,  good, 
help  them,  but  Japan  is  reinvesting  27.1  percent  of  her  available 
resources  each  year  while  we  invest  only  15  percent  of  ours. 

To  continue  reading  from  Mr.  Parsons'  statement: 

Most  of  these  forces  are  to  be  found  in  the  three  countries  which  constitute 
major  pressure  points  in  the  cold  war. 

Those  are  tho  ones  you  have  just  mentioned. 

Mr.  Murphy.  I do  not  believe  Admiral  O’Donnell  had  finished. 

Admiral  O'Donnell.  Korea,  total  of . 

Senator  Ellender.  How  many  divisions  in  Korea? 

Admiral  O’Donnell.  Eightcon  Korean  divisions. 

Senator  Ellender.  — — per  division? 

Admiral  O’Donnell.  Less  than  that  actually. 

Senator  Ellender.  How  do  you  figure then? 

Admiral  O'Donnell.  includes  all  services;  in  the 

Army.  The  — — — includes  support  troops. 

Senator  Ellender.  Engaged  in  what? 

Admiral  O’Donnell.  Engaged  in  logistics  and  services. 

We  have  a T/OE  of men  for  each  of  the  18  Korean  divisions. 

There  is  in  addition  to  the  18  Army  divisions,  one  Marine  division. 

Senator  Ellender.  In  that  connection,  when  do  you  think  those 
soldiers  will  bo  sufficiently  strong  and  sufficiently  trained  in  order  to 
carry  the  load  themselves? 

We  have  a little  over  two  divisions  there  now? 

Admiral  O’Donnell.  We  have  two  divisions  there;  yes,  sir. 

Sonator  Ellender.  Are  wo  contemplating  removing  our  people 
from  there? 

UNITED  NATIONS  COMMAND 

Admiral  O’Donnell.  I think  perhaps  that  our  people  that  are 

there,  it  is  part  of  the  United  Nations  Command.  There  are  — 

Turks  there. 

Senator  Ellender.  altogether,  Turks,  English,  Ethiopians, 

Greeks,  Thailanders.  Do  not  forget  to  add  this,  too,  that  we  are 

?aying  for  thoir  upkeep.  Wo  are  providing  money  for  their  logistics, 
'ou  might  as  well  not  have  them  there.  They  represent  a token 
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force,  to  show  “we're  with  you’',  but  when  it  comes  to  fighting  there 
is  nobody  there  but  us,  as  you  know. 

Admiral  O’Donnell.  This  is  very  important. 

Senator  Ellender.  As  a morale  builder? 

Admiral  ODonnell.  To  indicate  our  support  of  the  United  Nations 
effort  there. 

Senator  Ellender.  Do  you  want  to  continue  giving  me  those 
figures? 

Mr.  Parsons.  I might  supplement  what  the  admiral  has  said  at 
this  in  relation  to  the  U.N.  Command  and  the  maintenance  of  our 
two  divisions  there.  I would  like  to  do  so  very  briefly  off  the  record 
if  I may. 

Senator  Ellender.  We  are  in  executive  session;  go  on  and  talk. 
(Discussion  off  the  record.) 

Senator  Ellender.  I understood  that,  but  as  I pointed  out  this 
year,  last  year  and  the  year  before  that,  although  it  is  a U.N.  Com- 
mand, we  have  the  major  responsibility.  Nobody  is  helping  us  there 
but  tlie  local  people.  13  that  correct? 

Mr.  Parsons.  I would  like  to  point  out  also,  Senator,  that  in  the 
event  of  a renewal  of  hostilities  in  Korea,  all  16  nations  are  agreed 
in  a joint  resolution  that  those  hostilities  would  be  a matter  of  com- 
mon concern  and  could  not  necessarily  be  limited  to  the  area  to  which 
it  was  limited  before. 

Senator  Ellender.  I understand  that.  But  it  strikes  me  that  the 
time  for  the  16  nations  to  show  up  is  now.  Let  them  come  there  and 
take  care  of  their  own  soldiers  as  we  are  doing. 

But  no,  you  have  handful  of  soldiers  there  to  make  believe  it  is  a 
U.N.  effort  and  we  suppfy  the  money  to  support  them.  I think  it  is 
just  putrid,  if  you  want  to  know  the  truth  about  it. 

Admiral  O’Donnell.  In  Laos  we  have  . Those  are  all 

Army.  % 

Philippines,  Army,  ; Navy,  about  ; Air  Force, 

about . 

In  Thailand,  Army,  ; Navy,  ; Air  Force,  . 

In  Vietnam,  Army,  ; Navy,  — ; Air  Force,  . 

Senator  Ellender.  All  those  are  active? 

Admiral  ODonnell.  Yes,  sir. 

Senator  Ellender.  Active  soldiers? 

Admiral  ODonnell.  Active  Forces;  yes,  sir. 

Senator  Ellender.  All  on  duty  now? 

Admiral  O’Donnell.  Yes,  sir. 

Senator  Ellender.  Ready  to  go  in  case  anything  should  happen? 
Admiral  O’Donnell.  Yes,  sir. 

MAJOR  PRESSURE  POINTS  IN  THE  COLD  WAR 

Senator  Ellender.  Most  of  these  forces  are  to  be  found  as  you 
have  just  stated  in  three  countries  which  constitute  major  pressure 

Soints  in  the  cold  war,  Republic  of  Korea,  Republic  of  China,  and 
Republic  of  Vietnam. 

Now  Mr.  Parsons  further  states: 

Without  our  defense  support  assistance,  however,  the  economies  of  these 
small  countries,  two  of  them  recently  ravaged  by  war,  could  not  maintain  current 
force  levels  with  any  degree  of  political  or  economic  stabilityj 
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Now  I wish  to  point  out,  Mr.  Chairman,  that  in  tho  case  of  Korea, 
as  contained  in  the  justifications  submitted  by  ICA  on  behalf  of  a 

. Tho  total  domestic  production  in  Korea  is  . Her 

total  consumption  is , which  leaves . 

( Discussion  off  the  record.) 

Am  I correct? 

Mr.  Moyer.  Mr.  Chairman,  may  I comment  on  that? 

Senator  Ellender.  In  other  words,  I wish  to  point  out  that . 

Korea  today  has  availablo  for  investment • percent  of  her  total 

domestic  consumption. 

(Discussion  off  the  record.) 

Mr.  Moyer.  Senator  Ellendor,  may  I mention  that  this  

first  of  all,  rolates  to  their  own  currency. 

Senator  Ellender.  I know,  but  it  has  boen  converted. 

Mr.  Moyer.  That  is  correct,  but  tho  use  of  it,  the  money  that  they 
have  is  not  dollars;  this  is  in  their  own  monoy.  In  fact,  they  are 
extremely  short  in  their  foreign  exchange. 

FUNDS  FOR  EQUIPMENT  AND  CAPITAL  ITEMS 

Now,  the  amount  which  we  are  proposing  here  is  in  dollars  to  im- 
port equipment  which  will  be — this to  which  you  have  re- 

ferred is  for  the  import  of  various  forms  of  items.  It  includes  certain 
capital  items,  it  includes  industrial  raw  materials,  it  includes  certain 
consumption  items.  This  is  required  in  order  to  help  them  pay  for 
things  they  have  to  bring  in  from  the  outside  for  which  they  could 
not  otherwise  pay. 

Senator  Ellender.  AU  right;  why  do  you  not  use  the  DLF  for 
that  purpose?  Tho  purposo  of  tho  DLF  was  to  take  tho  place  of 
these  grants  *e  are  making. 

(Discussion  off  the  record.) 

Senator  Eil  under.  Ws  have  been  doing  this  now  for  7 or  8 years. 
Each  year  we  have  boen  adding  to  these  items: 

(Discussion  off  the  record.) 

Now,  as  I have  said,  we  have  been  in  that  area  for  almost  10  years 
now,  doing  these  same  things  year  after  year,  and  I am  wondering  how 
long  we  are  going  to  keep  it.  up.  Why  can  you  not  use  the  DLF  to 
do  these  things  rather  than  defense  support  grants? 

ANNUAL  OBLIGATIONS  FOR  KOREA 

Mr.  Moyer.  May  I first  mention,  Senator  Ellendor,  that  as  a result 
of  rebuilding  Korea,  which  absorbed  a lot  of  money  in  the  earlier  parts 
of  the  program,  to  assist  in  recovering  from  the  devastation  of  war, 
aid  lias  been  reduced.  I would  like  to  read  the  figures  of  amounts 
obligated  for  Korea  for  the  3 years  of  this  program,  beginning  in  1055 
through  1057,  and  then  the  figures  for  the  lest  2. 

For  1955,  under  defense  support,  we  obligated  for  all  purposes— I 
will  lump  them  together,  it  gives  a better  picture— we  obligated  in 
round  numbers  $300  million. 

In  1956  wc  obligated  $326  million.  In  1957  wc  obligated  $304 
million.  Now  in  1958  wc  obligated  $220  million,  in  1050,  $217 
million.  So  that  wo  actually  have  been  reducing  the  amount  of  aid. 
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KOltEAN  LOANS  OUT  OF  DLF 

Senator  Ellendeh.  Tho  point  is,  you  were  to  let  the  Development 
Loan  Fund  tako  the  place  of  grouts.  Your  figures  show  that  you 
have  decreased  it  some,  but  very  little.  Korean  loans  already  granted 

out  of  DLF  amount  to  $17,740,000, . 

Mr.  Moyer.  Yes,  sir. 

May  I explain  in  that  connection  the  way  we  think  of  the  Develop- 
ment Loan  Fund  and  of  defense  support? 

(Discussion  off  the  record.) 

Mr.  Moyer.  What  we  are  hoping  is  to  help  Korea  develop  with  her 
own  resources  available  for  investment,  and  with  what  wo  can  put  in, 
to  tho  point  whore  this  figure  will  keep  going  down. 

Now  the  general  division  that  we  have  between  defense  support  and 
the  Development  Loan  Fund  is  that  for  defense  support  we  help  take 
care  of  the  amount  of  investment  which  we  estimate  to  the  best  of 
our  ability  will  approximately  keep  the  economy  from  deteriorating. 

The  Development  Loan  Fund  comes  in  to  take  it  beyond  that  so 
that  they  can  make  progress  toward  increasing  self-support. 

(Discussion  off  the  record.) 

POWER  RATES 

Mr.  Moyer.  That  is  correct. 

Senator  Ellendeh.  Let  us  consider  the  power  projects. 

As  I pointed  out  last  year  and  the  year  before,  the  Korean  people 
were  not  paying  a sufficient  rate  for  power  to  even  pay  for  the  produc- 
tion of  the  power,  much  less  on  capital  investment.  Now,  has  that 
changed? 

Mr.  Moyer.  It  lias  changed  to  the  extent  that  it  is  enough  for 
production ; it  is  not  yet  sufficient  to  pay  for  the  other  charges. 

Senator  Ellendeh.  Why  will  the  people  not  pay  for  the  use  of  this 
current  as  we  do  in  our  own  country? 

Mr.  Moyer.  Wc  have  done  two  things  to  try  to  accomplish  that. 
As  I have  said,  we  have  not  succeeded.  One  thing  we  have  tried  to 
do  since — -first  of  nil,  the  rates  are  fixed  hy  the  Assembly.  Rightly  or 
wrongly,  this  power  which  the  Assembly  exercises  whs  created  hy  the 
constitution  framed  during  the  period  of  military  government,  so  that 
in  some  sense  wc  have  something  to  do  with  that  past  history.  But 
wc  got  a group  of  Assembly  members,  managers  of  power  companies, 
and  top  Government  officials  interested  in  power  and  brought  them 
over  hero.  We  were  hoping  to  sell  them  on  establishing  a rate 
commission, 

Sen  tor  Ellendeh.  I am  familiar  with  that. 

Wnv  can  we  not  challenge  them  now?  Unless  you  do  so  they  will 
not  pay.  We  are  too  easy,  that  is  our  trouble.  There  is  absolutely 
no  excuse  whv  the  usem  of  electricity  in  Korea  should  not  at 
least  par  for  the  production  of  that  electricity.  Is  that  correct? 

Mr.  Moyer.  With  the  exception  that  they  are  paying  for  the  cost, 
not  for  th)  amortization. 

Sena. or  Ellendeh.  I understand  that.  Three  years  ago  when  I 
brou  • it  t h 3 matter  up  while  I was  in  Korea,  I discussed  it  with  the 
President  there.  1 laid  it  on  the  line.  I told  him  specifically  that 
unless  they  did  get  the  people  to  pay  we  would  reduce  some  of  this 
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aid.  It  was  just  a matter  of  6 or  8 months  later  when  action  was 
taken. 

It  strikes  me  that  if  you  did  the  same  thing  that  I tried  to  do  you 
could  accomplish  something  there.  As  long  as  you  give  them  all 
they  request,  they  will  lean  on  us. 

EXPERT  STUDY  OF  RATE  QUESTION 

Mr.  Moyer.  Another  thing  we  have  done,  Senator  Ellonder,  is 
to  set  up  an  expert  study  of  the  rate  question.  Tliej’’  have  completed 
their  Btudy  and  made  recommendations  to  the  assembly.  What  is 
going  to  happen  when  the  assembly  meets  again,  I don’t  know,  but 
we  are  certainly  going  to  try 

Senator  Ellender.  The  way  to  do  something  about  it  is  to  reduce 
this  money.  That  is  what  I would  do. 

FREIGHT  RATES 

As  I pointed  out  3 years  ago,  we  had  money  in  this  bill  to  subsidize 
their  railroads.  I believe  it  was  $45  million  a year.  It  was  necessary 
for  us  to  pay  this  subsidy  because  the  proper  froight  rates  were  not 
being  charged. 

But  the  moment  wo  said  we  would  reduce  grant  aid,  I believe 
they  hiked  the  rates  some.  Now,  what  is  the  situation  on  freight 
rates.  Have  they  been  raised? 

Mr.  Moyer.  'They  have  been  raised  substantial^.  The  freight 
rates  were  raised  90  percent  and  the  passenger  rates  have  been  raised 
85  percent. 

Senator  Ei-lender.  Is  that  sufficient  to  cover  the  amortization  of 
the  capital  investment? 

Mr.  Moyer.  No,  sir;  this  still  is  not  sufficient. 

Senator  Ex-lender.  Are  you  obtaining  enough  from  them  to  pay 
for  the  operation  of  the  railroads? 

Mr.  Moyer.  It  pays  for  the  operation,  but  not  the  amortization. 
(Discussion  off  the  record.) 

Senator  Ellender.  It  strikes  me  that  if  you  were  to  tell  them, 
unless  you  raise  your  rates  so  as  to  amortize  this  we  are  not  going  to 
let  you  have  any  additional  funds.  If  you  took  such  a step  you  might 
get  somewhexe. 

FLOUR  MILLS 

Now,  let  me  ask  you  a few  more  questions  about  Korea.  How 
many  flour  mills  constructed  by  us  are  being  operated  in  Korea  today? 

Mr.  Moyer,  It  still  is  tho  same  number,  Senator  Ellender. 

Senator  Ellender.  As  I recall  there  were  four? 

Mr.  Moyer.  Three,  I believe.  I have  three  here  in  my  notes  and 
I think  that  is  correct.  4 

Senator  Ellender.  There  were  four  contemplated  as  I recall.  Now, 
who  operates  those  mills?  . 

Mr.  Moyer.  These  are  all  privately  owned  and  operated. 

SOURCE  OF  WHEAT 

Senator  Ellender.  Where  do  they  get  the  wheat?  » 

Mr.  Moyer.  The  wheat  comes  in  in  this  nonproject' program,  1 

possibly  some  of  it  in  the  Public  Law  480.  t 
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Senator  Ellender.  Do  these  plants  buy  the  wheat? 

Mr.  Moyer.  They  buy  the  wheat;  yes,  sir. 

Senator  Ellender.  What  becomes  of  the  money? 

Mr.  Moyer.  Then  that  is  put  into  a special  account  and  we  use  it 
partly  for  the  military  and  partly  for  other  purposes. 

COTTON  MILLS 

Senator  Ellender.  How  many  cotton  mills  have  we  reconstructed 
or  revitalized  in  Korea? 

Mr.  Moyer.  I believe  that  out  of  these  funds,  none. 

Senator  Ellender.  I do  not.  mean  out  of  these  funds.  I am  talking 
about  the  past. 

As  I remember,  there  were  11. 

Mr.  Moyer.  That,  I believe,  sir,  was  mostly  under  the  UNKRA 
program — the  United  Nations  Korean  Reconstruction  Agency.  To 
my  knowledge  we  have  not  given  any  help  in  cotton  mills. 

Senator  Ellender.  You  mean  since  the  inception  of  ICA? 

Mr.  Moyer.  I believe  so,  sir. 

Senator  Ellender.  I think  you  are  in  error  if  you  will  look  up 
your  records,  you  will  find  I brought  that  out. 

Mr.  Moyer.  I think  that  all  came  under  the  United  Nations 
program. 

(The  information  referred  to  follows:) 

Assistance  to  cotton  mills  was  extended  primarily  by  UNKRA  but  in  one  or 
two  special  cases,  ICA  did  provide  aid,  such  as  for  example  to  the  Tong  Yang 
Spinning  Co.  for  some  machinery  to  make  a better  grade  of  cotton  goods  for  the 
Korean  market. 

MILLS  OPERATED  BY  PRIVATE  ENTERPRISE 

Senator  Ellender.  Are  those  cotton  mills  being  operated  by  pri- 
vate enterprise  there? 

Mr.  Moyer.  They  are  privately  owned  and  operated;  yes,  sir. 
Senator  Ellender.  Where  do  they  get  the  cotton? 

Mr.  Moyer.  That  comes  in  likewise  either  out  of  these  funds  under 
section  402 

Senator  Ellender.  In  other  words,  out  of  the  $151  million  set  aside 
for  commodities? 

Mr.  Moyer.  Yes,  sir. 

EXPORTATION  OF  COTTON  GOODS 

Senator  Ellender.  Now,  do  you  know  how  much  of  their  cotton 
goods  they  export? 

Mr.  Moyer.  I don't  know  the  answer  to  your  question  directly. 
Senator  Ellender.  Will  you  furnish  it  for  the  record? 

Mr.  Moyer.  I will.  I think  there  is  a small  amount.  The  figures 
in  the  book  here  indicate,  it  is  estimated  in  1958  they  would  export 
210  million  square  yards. 

Mr.  Murphy.  That  is  production. 

Mr.  Moyer.  That  is  production.  I will  have  to  check  that. 

(Tho  information  referred  to  follows:) 

In  1958  Korea  exported  about  8900,000  of  cotton  cloth. 
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FREIGHT  BATES 

Senator  Ellender.  How  about  flour?  Do  they  oxport  any  flour? 

Mr.  Moyer.  To  my  knowledge  I think  not. 

Senator  Ellender.  I hope  you  will  agree  with  mo  that  wo  ought 
to  get  tough  in  Korea  so  that  wo  can  make  the  Koreans  increase  their 
freight  rates  as  well  as  tlieir  utility  rates  to  the  point  that  the  income 
derived  will  not  only  pay  for  operations  but  will  also  cover  amortiza- 
tion. 

Do  you  not  think  they  ought  to  do  that? 

Mr.  Moyer.  Yes,  sir;  I do  think  so. 

Senator  Ellender.  I do  not  think  there  is  any  doubt  about  it.  I 
believe  we  have  spent  millions  to  bring  electricity  to  practically  all 
of  Korea. 

Mr.  Moyer.  That  is  certainly  true  in  Formosa.  I think  it  is  much 
less  true  in  Korea. 

Senator  Ellender.  I agree  with  you.  Formosa  is  covered  from 
one  end  of  the  island  to  the  other. 

Mr.  Moyer.  Yes. 

PROBLEM  OF  CONVERBION  TO  DOLLARS 

Senator  Magnuson.  If  they  amortize  this  capital  investment  would 
it  be  in  their  own  funds? 

Mr.  Moyer.  Yes. 

Mr.  Murphy.  It  would  be  in  Korean  hwan.  In  order  for  them  to 
import  equipment  to  modernize  their  plant  or  replace  generators  or 
things  like  that,  of  course,  they  would  have  the  problem  of  conver- 
sion to  dollars  to  get  the  equipment. 

Senator  Ellender.  Is  there  not  some  conversion  figure  on  dollars? 

Mr.  Murphy.  There  is  an  official  rate  of  exchange  of  ,500  to  1, 
Senator,  but  it  is  not  a generally  accepted  rate  in  the  world  market. 

In  other  words,  you  cannot  get  a dollar  for  500  hwan  in  a free 
market. 

REPAYMENT  TO  UNITED  STATES 

Senator  Ellender.  How  will  we  ever  get  it  back? 

Mr.  Murphy.  How  will  the  United  States  ever  get— — 

Senator  Ellender.  The  money  back  that  wc  put  in  capital  in- 
vestment. 

Mr.  Murphy.  The  answer,  sir,  is  that  we  will  not  get  back.  It  is 
grant  assistance.  It  is  not  contemplated  that  it  will  be  paid  back. 

Senator  Ellender.  In  that  connection  how  many  millions  of  dollars 
have  you  in  hwan  now? 

Mr.  Murphy.  The  situation  in  Korean  hwan  is  not  an  abnormal 
situation;  it  is  fairly  reasonable,  I be.icve,  Senator. 

At  the  end  of  fiscal  year  1959  the  total  unexpended  deposits  of 
Korean  hwan  wore  the  equivalent  of  $216  million. 

Senator  Ellender.  Why  can  you  not  use  some  of  that? 

Mr.  Murphy.  May  I go  on,  please.  I would  like  to  put  this  in 
perspective. 

Senator  Ellender.  Go  ahead. 
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ACCUMULATION  OF  EOBEAN  HWAN 

Mr.  Murphy.  This  accumulation  is  not  exorbitant,  Senator,  in  my 
judgment,  if  you  view  it  in  the  iigbt  of  tho  expenditure  experience.  In 
fiscal  year  1959,  the  same  year,  our  expenditures  in  Korean  hwan 
wore  equivalent  of  $340  million  so  at  the  end  of  the  fiscal  year  $216 
million,  part  of  which,  in  fact,  $78  million  equivalent,  is  sterilized  as  an 
4 antirinflationary  measure,  is  not  a situation  which  is  out  of  line  with 
reasonableness. 

Senator  Ellender.  All  right. 

Senator  Magnuson.  As  tnis  hwan  piles  up  why  should  not  the 
grants  in  aid  to  Korea  go  down? 

Mr.  Murphy.  Sir,  I would  like  to  start  out  by  saying  it  is  not  piling 
up.  In  other  words,  the  records  will  not  show  that  hwan  is  piling  up. 

For  example,  the  comparable  figure  on  June  30,  1958,  as  you  recall 

tlie  — ngure  I gave  for  June  30,  1959,  the  comparable  figure  was 

275.  So  contrary  to  any  worry  about  its  piling  up  it  actually  decreased. 
It  decreased  by  — — ■ — . 


CSX  OF  KOREAN  HWAN  CURRENTLY 

Senator  Ellender.  Why  do  we  not  use  it  to  reduco  the  $215 
million  of  defense  support? 

Mr.  Murphy.  We  are  using  it.  In  fiscal  year  1959  the  total  obli- 
gation of  Korean  hwan  was  $305  million. 

I will  be  happy  to  give  you  some  detail.  A large  part  of  that  is  for 
their  defense  budget,  payment  of  their  troops. 

Senator  Ellender.  In  other  words,  these  hwan  will  be  in  addition 
to  j&o  defense  support  granted? 

Mr.  Murphy.  No,  sir. 

Senator  Ellender.  It  is  left  over,  you  have  it  for  use;  have  you 
not? 

Mr.  Murphy.  These  Korean  hwan  were  generated  from  previous 
appropriations  through  imports  of  commodities. 

Senator  Ellender.  As  we  accumulate  those,  why  can  we  not  use 
thorn  to  reduce  the  $215  million? 

Mr.  Murphy.  We  are  using  them  currently.  They  are  not  accu- 
mulating in  the  sense  that  these  balances  are  increasing. 

Senator  Ellender.  Why  do  you  not  use  the  $78  million? 

Mr.  Murphy.  The  $78  million  equivalent  is  frozen  as  an  anti-in- 
flationary measure. 

Senator  Magnuson.  Why  can  you  not  use  the  rest  of  it? 

Mr.  Murphy.  We  are  using  them  currently. 

Senator  Magnuson.  You  must  add  that  amount  to  what  we  are 
appropriating. 

Mr.  Murphy.  Except  that  it.  was  generated  from  previous  appro- 
priations. We  don’t  want  to  be  charged  with  the  dollars  you  appro- 
priate and  then  with  tho  hwan. 

Senator  Magnuson.  It  makes  no  difference  when  it  comes  out  of 
tho  taxpayer’s  pocket.  When  you  charge  it  it  is  coming  out. 

Mr.  Murphy.  Most  of  the  money  we  are  requesting  for  I960  will 
generate  hwan  which  will  be  available  for  use  within  Korea  for  mate- 
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rials  and  sorvicos  in  fiscal  year  1961.  Local  currency  cannot  be  sub- 
stituted for  dollars.  There  is  ft  load  time  required  for  the  dollar 
imports  for  which  local  currency  will  later  bo  deposited. 

NECESSITY  OF  UENERATINQ  I1WAN  WITH  DOLLARS 

Sonator  Maonuson.  No  one  lma  ovor  given  a simple  explanation; 
maybe  it  is  not  possible. 

As  you  generate  this  liwan,  $215  million  you  have  there  now,  you 
tako  $70  million  and  you  freeze  that  for  credit  purposes.  Why  do  you 
not  use  tho  rest  of  it  and  cut  that  out  of  hero? 

Mr.  Murphy.  Wo  are  currently  using  it,  but  if  wo  did  not  put  new 
dollars  into  tho  pipeline  to  gonorate  additional  liwan,  then  at  tho  end 
of  next  year  our  liwan  situation  would  bo  such  that  we  would  not 
bo  able  to  support  the  military  budget. 

In  other  words,  it  is  a lead  time  proposition.  If  we  want  to  luivo 
liwan  in  the  fiscal  year  1961  to  do  tho  things  which  we  think  are  neces- 
sary in  Korea,  wc  have  to  finance  imports  into  Korea  during  the  fiscal 
year  1960  to  generate  those  liwan  because  at  the  rate  we  are  using 
liwan  wo  would  quickly  run  out  of  them  if  we  were  not  replenishing 
the  supply. 

EFFECT  OF  IMMEDIATE  CUT  IN  AID 

Senator  Magnuson.  Supposing  wo  decided  to  cut  aid  to  Korea 
right  now,  you  still  would  have  $215  million  to  spend  over  there? 

Mr.  Murphy.  That  is  right,  which  would  probably  run  out,  at  the 
rate  wo  were  spending  in  1959.  It  would  not  even  carry  us  through 
1960. 

Senator  Maonuson.  All  right,  but  you  still  would  have  a year’s 
program  if  you  cut  it  out. 

Mr.  Murphy.  Then  we  would  havo  lost  time  that  we  never  again 
will  bo  able  to  got. 

Senator  Maonuson.  This  contemplates  that  this  will  go  on  and 
on  and  on;  is  that  right.? 

Mr.  Murphy.  Well,  I would  rather  have  Secretary  Parsons  address 
himself  to  that.  1 certainly  don’t  see  it  stopping  overnight,  myself. 
It  is  a long-term  picture. 

Senator  Maonuson.  I do  not  see  it  stopping  overnight,  but  sooner 
or  later  you  have  to  start.  t.o  cut  it  down. 

Senator  Ellender,  Senator  Magnuson,  insofar  as  military  assist- 
ance is  concerned,  we  gave  Korea  in  1958, dollars,  or 

dollars.  In  1959  wo  gave  them dollars. 

(Discussion  off  tho  record.) 

Sonator  Maonuson.  For  the  record  let  mo  ask  another  simplo 
question: 

How  much  money  are  we  giving  Korea  this  year  all  told? 

TOTAL  PROPOSED  FUNDS  FOR  KOREA 

Mr.  Murphy.  Tho  total  proposal  under  tho  mutual  security  pro- 
gram, Senator  Magnuson,  is  — dollars. 

Senator  Maonuson.  That  is  what  you  have  in  your  figure  hore. 
Now,  added  to  that 
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Mr.  Murphy.  In  addition  under  Public  Law  480  wo  would  expect 

to  sell  them  dollars  worth  of  commodities,  also  for  Korean 

hwan,  so  that  would  bo dollars. 

In  addition  they  will  bo  eligible  for  loans  under  tho  Development 
Loan  Fund. 

As  Senator  EUondcr  has  pointed  out  there  are  applications  ponding 

of dollars,  but  tho  total  applications  pending  far  exceed  the 

resources  that  tho  President  has  even  requested  for  the  Development 
Loan  Fund. 

Senator  Magnuson.  How  much  money  aro  we  giving  Korea  this 
year  or  for  1%0? 

1 Mr.  Murphy.  TJio  answer  that  I can  give  you  specifically  is 

dollars. 

Senator  Magnuson.  Added  to  that  wo  have dollars  over 

there? 

Mr.  Murphy.  Those  aro  unexpended  balances  of  hwan  from 
previous  generations. 

NET  INVESTMENT  IN  KOREA 

Senator  Magnuson.  So  we  have  a net  investment— I am  not 

arguing  the  merits  of  it — right  now  in  Korea  for  the  next  year  of 

dollars,  plus;  is  that  correct? 

Mr.  Murphy.  I cannot  buy  that  kind  of  approach,  Senator 
Magnuson,  because  you  are  just  adding  2 fiscal  years  together. 

You  see,  the  you  quote  is  generations  from  prior  years 

appropriations.  If  you  add  those  to  fiscal  year  1 9(>0  appropriations, 
it  makes  it  look  like  in  fiscal  year  1900  Uncle  Sam  vrns  actually 
going r 

Senator  Magnuson.  I am  saying  wo  have  now  in  Korea  American 
taxpayers'  dollars,  lying  there  in  1900,  totaling dollars  plus. 

EXPEND  IT  HUES  OF  1900  FUNDS 

Senator  McGee.  How  much  of  the will  he  spent  in  1900? 

Mr.  Murphy.  The  expenditures  in  1900  from  the dollars,  I 

cannot  cite  exactly.  The  total  expenditures  during  the  fiscal  year  1 9G0 
in  Korea  

Senator  McGee.  Is  it  true  that  not  all  of  tho will  go  into 

Korea  in  1960? 

Mr.  Murphy.  Very  little,  in  fact.  The  bulk  of  the  actual  imports 
into  Korea  during  fiscal  year  1960  will  have  been  financed  from  fiscal 
year  1959,  fiscal  year  1958,  and  in  some  cases  fiscal  year  1957  obliga- 
tions. 

1 The  expenditures  that  will  occur  from  the  1960  money  will  occur  in 

fiscal  years  1901,  1902,  and  so  forth. 

Senator  Dworshak.  Will  tho  Senator  yield  at  that  point? 

1 Senator  Magnuson.  Off  the  record. 

* (Discussion  off  the  record.) 

ACTUAL  FUNDS  IN  KOREA  AT  PRESENT 

■ Senator  Magnuson.  If  wo  cut  out  appropriations  now,  we  could 

| say  you  have  over dollars  now.  Would  that  be  our  situation? 
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Mr.  Murphy.  We  would  have  more  than  that,  Senator 

Senator  Dworshak.  I can  give  you  some  more  money  there.  On 
June  30,  1959,  tho  unliquidated  military  balance  for  military  assistance 

was dollars,  and  tho  unliquidated  oconomic  assistance  was 

— . dollars.  Is  that  correct? 

Mr.  Murphy.  That  is  correct;  yes,  sir. 

In  other  words,  when  wo  close  the  fiscal  year  1959,  Juno  30,  1959, 
from  previous  appropriations  which  the  Congress  made  for  the  benefit 
of  Korea,  the  unexpended  balances,  that  is,  tho  things  that  were  not 
represented  bv  deliveries  into  Korea  as  of  that  moment,  are  the  figures 
that  Senator  Dworshak  just  quoted. 

Obviously,  those  balances  will  be  spent  in  largo  part  during  fiscal 
year  I960  whereas  the  new  money  going  in — — 

Senator  Magnuson.  Would  not  some  of  that  revert? 

Mr.  Murphy.  They  are  all  obligated. 

Senator  Ellender.  But  thev  are  available  for  Korea? 

Mr.  Murphy.  They  are  available  for  expenditures  during  the  year 
1960. 

Senator  Magxuson.  If  we  closed  shop  on  Korea  at  tho  end  of  next 

year  thev  would  have  approximately  for  1960  dollars. 

Mr.  Murphy.  If  we  closed  it  at  the  end  of  next  year  we  would  haye 
a year’s  more  expenditures  behind  us. 

Senator  Magnuson.  Say  we  voted  this  and  then  we  said  next  year 
we  are  not  going  to  do  any  more,  the  whole  amount  that  would  be 
available,  unobligated,  the  amount  wc  appropriate  this  year  plus 

— , would  be  close  to dollars. 

Mr.  Murphy.  That  is  right,  total  assets  to  work  with  in  various 
stages  of  imnlementation. 

Senator  Magnuson.  Would  be  close  to dollars? 

Mr.  Murphy.  That  is  right. 

Of  course,  that  would  be  spending  out  constantly  as  the  years  pro- 
gress. 

FUNDS  AS  OF  SEPTEMBER  1,  1939 

Senator  Magnuson.  That  is  right.  They  would  have  to — if  we 

voted  this  bill  out,  say  as  of  September  1,  dollars  to  spend  in 

their  account;  is  that  correct,  or  close  to  it  in  round  figures? 

Mr.  Murphy.  Yes,  sir. 

Mr.  Shuff.  Senator,  it  would  not  be dollars,  sir;  it  would 

be  equity  hardware  as  far  as  the  military  is  concerned. 

Senator  Magnuson.  I am  not  saying  what  it  is  for.  I am  saying 

it  would  be dollars  they  would  have  available  for  expenditure 

as  we  phased  out. 

Mr.  Shuff.  We  would  have  to  spend  it,  as  it  relates  to  military, 
sir.  What  is  in  here,  undelivered  for  the  military  program,  is  already 
on  order,  Senator. 

Senator  Magnuson.  All  right,  but  there  is dollars  worth  of 

American  dollars  that  they  would  have  available  to  them  if  we  phased 
out  at  the  end  of  this  appropriation? 

Mr.  Shuff.  Yes,  sir. 

Senator  Magnuson.  I am  not  saying  that  is  right  or  wrong.  I 
cannot  get  simple  answers  on  it. 
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PRESENT  STATUS  OK  KOREAN  ECONOMY 

Senator  Ellender.  A Jr.  Chairman,  it  was  my  privilege  to  visit 
Korea  back  in.  1946  and  since  that  time  I have,  visited  it  on  seven,  or 
eight  occasions.  1 never  saw  such  prosperity  from  194b  up  until  now. 
Korea  has  never  been  as  prosperous  as  site  is  now. 

The  two  divisions  of  American  soldiers  stationed  there  also  con- 
tribute much  to  the  economy  of  Korea. 

Senator  Dwohrjiak.  What  does  it  cost  us  to  maintain,  those 
divisions? 

Senator  Ellender.  I do  not  know. 

Admiral  O’Donnell.  1 don't  know  offhand,  hut  I will  get  an 
answer. 

(The  information  being  classified  is  in  the  committee  files.) 

POWER  KATES 

Senator  Ellender.  I notice  that  the  loans  already  committed  by 
DLF  aggregate  $17,740,000  and  among  those  is  one  for  the  Chungju 
powerpTant  designing  and  engineering,  $1.5  million. 

Are  you  familiar  with  that,  Mr.  Murphy? 

Mr.  Murpiiv.  No,  sir;  I am  not. 

Senator  Ellen* nun.  Anybody  from  Development  Loan  Fund  here? 
Mr.  Murphy.  No,  sir;  out  they  will  be  up  tomorrow,  Senator. 
Senator  Ellender.  Now  there  is  an  application  pending  for  a loan 

for dollars  to  build  the  plant  in  Korea  before  the  planning  has 

been  completed.  Are  you  familiar  with  that? 

Mr.  Murphy.  I know  then;  was  a loan  application,  Senator;  I don’t 
know  what  its  exact  status  is. 

Senator  Ellender.  All  this  is  in  the  face  of  the  fact  that  they  do 
not  pay  sufficient  rates  in  order  to  amortize  these  plants.  That  is 
what  I will  bring  out  tomorrow. 

EXPENDITURES  IN  KOREA  SINCE  1W6 

Now,  to  sum  up,  we  have  been  in  Korea  since  1946.  Can  you 
tell  us  how  much  money  we  have  spent  in  Korea  through  1959? 

Mr.  Murphy.  Under  the  military  assistance  program  the  cumu- 
lative deliveries  through  June  30,  1959,  amounted  to . 

On  nomnilitary  side,  they  were  $1.4  billion. 

Under  Public  Law  480  the  cumulative  program  through  fiscal  year 
1959  was  166.8. 

Senator  Ellender.  In  1960,  you  have  programed  dollars 

under  Public  Law  480. 

Mr.  Murphy.  That  is  the  proposal. 

Senator  Ellender.  And  we  keep  pouring  it  in  ad  infinitum. 

Mr.  Shuff.  Before  we  leave  Korea,  while  we  have  been  talking 

Senator  Maonuson.  We  are  not  leaving,  we  have  not  got  out  of 
there  yet. 

Mr.  Shuff.  I thought  Senator  Ellender  was  going  to  another 
country. 

THREAT  IN  KOREA 

I think  it  must  be  mentioned  that  we  have  a pietty  pernicious 
threat  in  Korea  which  is  the  motivating  force  for  a lot  of  this  that  we 
arc  talking  about. 
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If  we  did  not  have  the  threat  we  would  not  need  this.  I would 
liko  to  set  tho  record  straight  on  that  subject. 

Wo  have  no  peace  in  Korea.  Wo  only  have  a pro  tem  armistice. 
Wo  ore  attempting  and  with  some  rather  material  success  to 

train Koreans  to  stand  guard  on  that  border,  and  if  we  did 

not  have  this  threat  why,  we  would  not  need  a lot  of  things  we  aro 
talking  about  hero. 

{Discussion  off  the  record.) 

USE  OF  DEFENSE  SUPPORT  URANT9 

Senator  Ellender.  There  is  ono  question  I would  like  to  direct  to 
Mr.  Murphy. 

As  I recall,  in  Pakistan,  in  Turkey,  and  in  Greece,  defense  support 
grant  aid  funds  are  not  being  used  to  finance  any  type  of  project 
assistance. 

Mr.  Murphy.  That  is  correct. 

Senator  Ellender.  In  other  words,  all  defense  support  aid  to 
theso  countries  is  used  to  finance  import  of  commodities  or  so-called 
nonproiect  assistance? 

Mr.  Murphy.  That  is  right. 

Senator  Ellender.  Why  does  not  the  same  thing  apply  to  coun- 
tries that  wo  are  talking  about  now,  that  is  Taiwan,  Korea,  and 
others? 

Mr.  Murphy.  I think  perhaps  Dr.  Moyer  is  better  qualified  to 
answer  that. 

Mr.  Moyer.  I would  liko  to  start  by  agreeing  that  I also  think  this 
is  a very  important  subject.  My  guess  is  that  in  the  early  days  of 
the  program  in  Greeco  we  also  helped  on  the  project  side  to  rebuild 
the  country  and  get  its  plants  in  operation. 

I am  reasonably  certain  that  that  is  true. 

In  these  countries  we  are  also  dealing  with  the  earlier  stages  of  their 
development,  of  their  independence,  and  recovery  sinco  the  war. 

Senator  Ellender.  Hut  these  countries  have  never  had  what  you 
aro  now  talking  about  previously,  whereas  Greece  may  have  had. 

Taiwan,  for  instance,  was  never  a manufacturing  country,  yet  wc 
made  it  so. 

WORK  OF  DEVELOPMENT  LOAN  FUND 

Mr.  Moyer.  We  are  proposing  and  have  been  doing  this  for  two 
principal  reasons.  Let  me  first  talk  about  the  Development  Loan 
Fund  in  connection  with  this. 

As  I said  before,  we  do  expect  the  Development  Loan  Fund  to  play 
an  important  part.  We  are  expecting  that  the  assistance  they  can 
get  from  the  Development  Loan  Fund  will  help  them  get  beyond  dead 
center  and  gradually  increase  their  ability  to  take  cam  of  themselves. 

Now,  why  does  not  the  Development  Loan  Fund  take  care  of  all 
their  needs? 

Well,  wo  just  think  to  expect  that  over  a period  of  years,  and  it 
would  take  a period  of  years  to  accomplish  this,  loans  for  the  total 
amount  required  is  iust  not  investment  on  a sound  basis.  They  do 
not  have  tho  internal  revenues,  they  do  not  have  the  foreign  oxehango 
earnings.  We  think  that  to  accommodate  all  of  that  under  the  De- 
velopment Loan  Fund,  we  perhaps  could  get  the  loans,  they  m ght 
accept  them  for  the  time  being,  but  my  own  view  is  that  to  take  care 
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of  all  these  needs  under  the  Development  Loan  Fund  this  would  not 
bo  sound  financing. 

Senator  Ellender.  I am  not  even  suggesting  that..  But  these 
present  grants  ought  to  bo  decreased  somewhat  in  proportion  to  the 
loans  being  made. 

(Discussion  off  the  record.) 

Senator  Ellender.  That  is  because  you  have  run  out  of  projects. 
That  is  one  of  the  reasons.  I can  tell  you  that.  You  have  been  there 
10  years.  I do  not  see  how  you  can  find  any  projects  in  Taiwan  which 
will  justify  themselves,  nor  will  you  find  them  in  Korea.  The  Japa- 
nese, as  long  as  they  were  there,  were  never  able  to  find  anything  of 
any  importance. 

But  we  go  there  with  American  dollars;  whether  it  pays  or  not,  we 
proceed. 

Mr.  Moyer.  The  point  I was  making  was  that  since  the  Develop- 
ment Loan  Fund  in  Korea  as  an  example,  wo  have  cut  down  tile 
amount  available  for  project  assistance. 

SITUATION  IN  TAIWAN 

Senator  Ellender.  Now.  I would  like  to  bring  in  Taiwan.  I have 
been  there  many  times.  Tlie  prosperity  on  that  island  is  just  simply 
unbelievable  compared  to  what  it  used  to  be. 

(Discussion  off  the  record.) 

FUNDS  FOR  SH1HMEN  DAM 

Dr.  Moyer,  that  is  on  page  47.  Do  you  know  the  details  on  that? 

Mr.  Mover.  I am  not  sure  without  consulting  the  records  pre- 
cisely to  which  of  the  projects  this  applies. 

Senator  Ei  lender.  As  I remember,  on  the  Shihmen  Dam  we 
agreed  to  contribute  $^3  or  $14  million  in  1955  when  the  cost  of  that 
dam  was  to  bo  $42  million.  Now  the  cost  has  gone  up  to  $72  million, 
and  we  aro  gomg  to  loan  an  additional  $21.5  million  from  the  De- 
velopment Loan  Fund. 

Mr.  Moyer.  None  of  this  here  is  for  that  dam,  Senator. 

(Discussion  off  Mio  record.) 

Senator  Ellender.  I would  guess  that  you  will  have  something 
loft  over  for  tho  Shihmen  Dam. 

Mr.  Moyer.  No,  sir. 


TOWER  rates  in  TAIWAN 

I also  would  like  to  comment  on  rates  in  Taiwan.  We  are  in  a 
much  better  situation  as  far  as  rates  aro  concerned. 

(Discussion  off  tho  record.) 

Senator  Ellender.  Is  that  a steamplant? 

Mr.  Moyer.  This  is  hy  dro. 

Senator  Ellender.  How  will  you  extend  it? 

Mr.  Moyer.  I am  afraid,  Senator,  I cannot  give  you  the  kind  of 
details  you  liko. 

In  general  we  have  been  helping  along  the  lines  of  expanding  hydro, 

Thero  havo  been  certain  stcamplants.  Wo  also  have  been  helping 
with  the  distribution  system.  That  amount  is  distributed  among 
these  types  of  development. 
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Senator  Ellender.  All  those  are  existing  plants? 

Mr.  Moyer.  I would  not  say  for  sure,  but  I think  so,  Senator 
Ellender. 

Senator  Ell  under.  Why  do  you  not  know?  Is  there  anybody  here 
who  knows?  You  obtained  these  figures  from  the  field,  I suppose. 
Mr.  Moyer.  Yes,  sir. 

Senator  Ellknder.  You  never  personally  inspected  any  of  this? 
Mr.  Moyer.  Well,  I am  one  of  the  guys  that  is  limited  when  it 
comes  to  remembering  and  going  into  all  the  details,  I am  sorry  I 
cannot  answor  that. 

I can  supply  that  for  the  record. 

(The  information  being  classified  was  placed  in  files  of  the  com- 
mittee.) 

(Discussion  off  the  record.) 

POWER  RATES 

Senator  Ellkndkii.  Now,  you  say  it  lias  been  improved.  To  what 
extent  has  it  been  improved? 

Mr.  Moyer.  This  year  the  Government  of  China  on  Taiwan  did 
two  things:  This  issue  was  raised  specifically  somewhat  along  the  lines 
that  you  have  been  discussing.  There  came  the  question  as  to 
whether  or  not  we  would  put  more  money  into  power  without  adequate 
provision  for  proper  rates. 

Two  years  ago  wc  reached  a general  agreement  with  the  Government 
that  there  would  be  an  annual  review  of  rates  in  line  with  develop- 
ments to  see  that  the  rates  were  adequate  to  cover  not  only  the 
operating  cost,  but  also  interest  on  loans,  amortization,  depreciation, 
and  that  sort  of  thing. 

Senator  Ellender.  That  is  just  a review.  What  has  been  accom- 
plished is  what  I would  like  to  know. 

Mr.  Moyer.  Two  things  have  been  accomplished.  By  the  time 
wc  reached  agreement  with  the  Executive  Yuan  on  what  was  to  be 
done,  there  was  insufficient  time  left  for  the  Legislative  Yuan  to  take 
the  necessary  action  before  adjournment,  so  the  Government  trans- 
ferred to  the  account  of  the  power  companies  out  of  revenues  that  it 
had  received  enough  to  provide  for  these  different  things. 

Senator  Ellender.  You  mean  for  the  difference  in  cost  of  produc- 
tion and  what  they  really  got? 

Mr.  Moyer.  I mean  for  cost  of  production,  depreciation  amor- 
tization of  debt,  and  reasonable  return  on  investment. 

Senator  Ellender,  How  much  of  that  is  counterpart ; do  you  know? 
Afr.  Moyer.  None  of  this  was  counterpart.  It  is  what  they  called 
a defense  surtax.  They  collect  for  defense  purposes  a surtax  on  electric 
power.  This  is  their  surtax  collected  in  fiscal  year  1959. 

Senator  Ellender.  Instead  of  using  it  for  defense  you  say  they 
used  it  to  pay  the  difference  which  should  have  been  collected  from  the 
consumers  oil  electricity? 

Mr.  Moyer.  As  I mentioned,  by  the  time  measures  were  agreed 
upon,  it  was  too  late  to  get  legislative  action  before  adjournment. 

The  second  thing  they  did,  tlie  executive  branch  of  their  Government 
agreed  that  they  would,  as  soon  as  possible,  request  the  Legislative 
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Yuan  to  raise  power  rates  commensurate  with  the  various  require- 
ments which  I have  previously  mentioned. 

Senator  Ellendeii.  If  you  told  them  you  were  not  going  to  get 
them  a dime  of  this  — — — dollars  you  would  get  some  action. 

DESTINATION  OK  RATES  PAID 

Senator  Magnuson.  Where  does  that  money  go  that  tliev  pay; 
back  to  us? 

Mr.  Moyer.  That  goes  to  the  power  company  itself,  which  is 
expected  to  take  care  of  these  various  obligations. 

Senator  Magnuson.  Obligations  to  whom?  We  are  giving  them 
the  money.  Who  are  the  obligations  to? 

Senator  Ellender.  Do  you  not  have  a holding  company  there  in 
which  the  Government  has  most  of  the  stock? 

TAIWAN  POWER  CO. 

Mr.  Moyer.  There  is  what  tliev  call  the  Taiwan  Power  Co.  In 
this  case  I believe,  and  I will  check  this  for  the  record,  that  most,  if 
not  all  of  this  equipment  in  the  past  was  provided  on  a loan  basis 
because  prior  to  the  present  we  gave  a part  of  the  aid  to  Formosa  on  a 
loan  basis  so  that  in  that  case  it  would  be  coming  back  to  this  country. 
(The  information  referred  to  follows:) 

OUTSTANDING  OBLIGATIONS  OP  TAIWAN  1’owEH  Co.  RELATING  TO  U.S.  ECONOMIC 

Assistance 

A total  of  $09  million  equivalent  is  outstanding  on  supply  contracts  covering 
imported  equipment  for  hydroelectric  and  thermal  power  stations  and  for  trans- 
mission and  distribution  systems  of  the  Taiwan  Power  Co.  Under  these  supply 
contracts,  Tuiwan  Power  Co.  is  obligated  to  pay  to  the  Chinese  Government  the 
local  currency  equivalent  of  the  U.S.  dollar  value  of  the  imported  equipment  in 
installments  over  a period  of  from  20  to  30  years  together  with  interest  at  5 
percent  per  annum.  The  local  currency  payments  are  deposited  by  the  Chinese 
Government  into  the  counterpart  fund  and  are  used  for  military  or  civilian 
purposes,  upon  joint  approval  of  the  Chinese  and  United  States  Governments. 

In  addition,  a total  of  NT$1,I27  million  (approximately  the  equivalent  of 
$30  million)  is  outstanding  on  loans  from  U.S.  aid-generated  local  currency 
(U.S.  owned  and  counterpart)  for  construction,  installation,  and  other  local 
costs  connected  with  Taiwan  Power  Co.  projects.  These  loans  are  repayable  in 
installments  over  a period  of  from  20  to  30  years,  together  with  interest  at  12 
percent  per  annum.  The  major  portion  of  the  repayments  (which  apply  to  loans 
made  from  U.S.  owned  local  currency)  are  deposited  initially  into  a Chinese- 
owned  account,  and  are  subsequently  withdrawn  as  needed  to  meet  installment 
payments  due  on  U.S.  loans  to  China  from  defense  support  funds.  The  remainder 
of  the  repayments  (which  apply  to  loans  made  from  counterpart)  are  deposited 
into  the  counterpart  fund. 

OWNERSHIP  OF  POWER  COMPANY 

Senator  Magnuson.  If  they  raise  the  rates,  the  rest  of  it  goes  to 
this  development  company? 

Mr.  Moyer.  It  would  take  care  of  the  depreciation,  mainte- 
nance— 

Senator  Ellender.  Tell  us  who  owns  .the  power  company  in  For- 
mosa. How  much  does  the  Government  own  in  it? 

Mr.  Moy'er.  This  is  a Government-controlled  company,  Senator. 
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(The  information  referred  to  follows:) 

Taiwan  Power  Co. — Stock  oumership  ( a Chinese  Qovemvtent-controlled  corporation ) 

Total  capital  stock  outstanding,  common  stock 40  million  shares, 

Book  value - _ NT$50  per  share.1 

Market  value NT$49.50  per  share. 

l NT$36-US*t. 

Note.— No  market  transactions  pending  adjustment  of  present  power  rate  upward. 


Stockholders 

Number 

shares 

NT$  value 

Chinese  Nationalist  Government,  Central  Government  (1) 

23,211,674 

13.860,163 

1,821,945 

671,118 

673,975 

431,135 

1.160,583,700 
684,507,050 
70, 097, 260 
■28, 555, 000 
28, 60S,  750 
21,550,760 

Taiwan  Provincial  government,  Province  of  Taiwan  

Government  institutions  (3)...’ 

Semi-Government  institutions  (8)... __ 

Private  Institutions  (11) ........ 

Private  individuals  (1,049).— - 

Total  1,571  shareholders,  total  shores 

40.000.550 

2.  000.  000.  000 

’ ' 1 

FACTORY  TO  B.'JILD  METERS 

Senator  Ellender.  It  is  controlled  by  the  government,  I know, 
but  you  also  have  quite  a few  rich  Chinese  as  stockholders,  as  I 
understand.  I did  not  get  their  names  when  I was  there  because 
I could  not  find  anyone  who  knew  their  names. 

In  that  connection,  as  I remember,  there  was  a rich  Chinese  there 
who  put  up  a factory  to  build  meters;  is  he  still  in  operation? 

Mr.  Moyer.  That  I do  not  know,  sir. 

To  begin  with,  of  course,  a lot  of  these  facilities  are  ones  which  the 
Japanese  had,  so  that  the  Government  took  them  over. 

Senator  Ellender.  That  was  just  a pittance  of  the  electricity  now 
being  generated  o n the  island;  you  know  that? 

Mr.  Moyer.  There  was  a substantial  amo’mt,  although  it  has 
been  expantled  very  greatly. 

(Discussion  off  the  record.) 

Senator  Ellender.  Now,  I am  satisfied  that,  if  the  people  there 
would  pay  a rate  sufficient  to  amortize  these  facilities  you  would 
not  have  to  give  them this  year.  Do  you  agree  with  that? 

Mr.  Moyer.  It  would  help.  They  would  still  have  the  problem 
of  getting  dollars  for  their  imports. 

Senator  Ellender.  Development  Loan  Fund  could  handle  this. 
You  are  only  getting for  imports. 

What  I am  talking  about  now  is  project  assistance. 

NEED  FOR  REQUESTED  FUND  FOR  OPERATIONS 

Senator  Magnuson.  Does  anyone  believe  in  thi  urogram  that  if 
you  did  not  appropriate  any  more  money  to  the  Ta  -van  Power  Co., 
or  the  railroad  company,  that  they  would  not  continue  to  operate  the 
way  they  are  operating  now  in  serving  the  people  in  Taiwan? 

Mr.  Moyer.  I don’t  believe  that  they  could  continue  to  meet  the 
new  needs. 

Senator  Magnuson.  What  are  the  new  needs? 

Mr.  Moyer.  Expanding  industry  takes  care  of  a large  part  of  it. 
Around  70  percent  of  all  the  power  generated 
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Senator  Magnuson.  You  do  not  believe  they  could  do  that, 
themselves,  with  all  that  we  have  given  them  for  capital  investment? 
Mr.  Moyer.  I don’t  believe  so,  sir. 

Senator  Magnuson.  Then  we  will  never  quit. 

Mr.  Moyer.  It  iB  a question  of  the  foreign  exchango. 

RELATIONS  WITH  BRITISH  GOVERNMENT 

Senator  Magnuson.  Wait  a minute.  They  are  doing  more  busi- 
ness with  the  British  down  there.  Why  can  the  British  not  do  a 
little  of  it  in  exchange? 

Mr.  Moyer.  We  are  pleased  with  every  improvement  they  make, 
but  they  are  still  short  m this  trade  balance  in  the  neighborhood  of 
$90  million  a year. 

Senator  Magnuson.  I understand  that  because  they  are  looking  to 
us. 

The  British  make  some  bids  to  the  railroad  people  for  locomotives. 
Mr.  Moyer.  With  their  money? 

Senator  Magnuson.  Let  the  Taiwan  Government  and  the  British 
Government  negotiate  some  of  these  things.  The  British  want  to  sell 
them  locomotives.  They  say,  oh  no,  America  is  going  to  give  us  somo. 
When  they  do  somebody  in  Hong  Kong  gets  a cut  on  it.  I will  make 
an  even  wager  on  that. 

Mr.  Moyer.  With  our  funds? 

Senator  Magnuson.  Sometimes  with  our  funds. 

If  I had  the  time  I wduld  prove  it  to  you. 

Mr.  Moyer.  Wc  would  certainly  be  interested  in  any  such  infor- 
mation. 

ASSUMPTION  OF  RESPONSIBILITY 

Senator  Magnuson.  I do  not  think  you  people  have  the  time  to  do 
all  this,  either.  You  have  to  say  to  them  sooner  or  later  “You  have 
to  run  these  two  tilings  yourselves.  Wo  have  given  you  a real  start.” 

We  have  given  them  a real  start  on  their  hydro"  program.  Asa 
matter  of  fact,  their  hydro  program  is  so  much  better  than  it  was  even 
when  the  Japancso  were  trying  to  develop  it  and  they  handled  it 
themselves. 

Senator  Ellender.  There  is  no  comparison. 

Senator  Dworshak.  Maybe  that  will  engender  good  will  toward  our 
country. 

Senator  Ellender.  It  just  shows  you  that  our  good  people  out 
there  do  not  seem  to  try  to  consider  the  impact  that  all  of  these  loans 
and  gifts  have  on  our  own  economy. 

I think  it  is  terrible. 

As  I have  often  said,  I am  confident  neither  the  people  of  Korea 
nor  the  people  of  Taiwan  could  come  before  this  committee  and  justify 
the  amount  they  are  asking,  it  is  our  own  people  who  do  it. 

STATISTICS  ON  CHINBSB  ARMY 

Senator  Magnuson.  I would  like  to  have  in  the  record  the  average 
age  of  the  army. 

Mr.  Murphy.  Admiral  O’Donnell  has  that.  I believe  it  is  26 
years. 
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Admiral  O'Doxn'ku.  It  is  around  2fi  years,  Senator. 

Senator  Magnusox.  How  many  arc  Formosans? 

Admiral  O’Dovxkll.  Thirty-throe  percent. 

Senator  Magxvsox.  They  arc  the  younger  group:  an*  they  not? 
Admiral  O’Doxxkll.  Generally;  yes.  1 would  say  l hoy  would  pull 
tin*  ago  down. 

VAU'B  l>K  QI'BMMV  N N l>  MATMS 

Sana  tor  Macxusox.  Now,  I want  to  ask  this  question:  In  your 
presentation  you  say  tlio  joint  communique  issuod  by  President 
('hiniig  and  Secretary  Dulles  on  October  2)1: 

Recognized  that  under  present  conditions  the  defense  of  Quetnoy  together  with 
the  MhIhuk  is  closely  related  to  (he  defense  of  Taiwan-- 

anti  the  other  islands,  the  fishing  islands. 

Did  the  military  participat  e in  that  decision? 

Mr.  Murphy.  Wimt  page,  are  you  reading  from? 

Sena  tor  Magxukox.  I am  reading  from  page  30  of  your  presentation 
here. 

Admiral  O'Donnell.  The  military  supports  that  decision,  yes. 
Senator  Magnuson.  Does  the  military  believe  that  the  Quemoys. 
and  Mfttsus  are  significant  to  t he  defense  of  Taiwan  or  do  they  believe 
they  arc  significant  for  a possible  invasion  of  the  mainland? 

Admiral  O'Doxnkll.  In  the  case  of  Matsu,  and  Quemoy,  these 
are  the  two  larger  groups,  the  latest  responsible  military  information 
that  wo  have,  our  advice  from  the  Joint  Staff,  is  that  they  are  of 

significance  to  the  defense  of  Taiwan.  . 

Senator  Magnuson*.  In  coming  to  that  conclusion,  is  there  any 
plan  in  which  the  defense  of  Taiwan  would  be  linked  to  Quemoy  and 
Matsus,  any  military  plan? 

(Discussion  off  the  record.) 

KI  NDS  cun  RKTIHKD  80L1HEHX 

Senator  Ellendeh.  If  you  recall,  2 or  3 years  ago,  1 raised  the  issue 
about  using  those  funds  to  help  out  the  retired  soldiers.  As  I remem- 
ber, there  was  $42  million  used  for  that  purpose. 

How  much  of  that  has  been  spent? 

Mr.  Murphy.  I believe  it  has  all  been  spent  at  this  point.  Dr. 
Moyer  will  have  to  address  himself  to  that  question. 

Senator  Ellendeh.  How  much  have  you  spent  all  together,  Doctor? 
Nlr.  Mover.  There  may  have  been  some  small  amounts  nnsnent. 
Senator  Ell  under.  Out  of  the  $42  million? 

Mr.  Mover.  Yes,  si i. 

Senator  Eli, under.  Have  you  any  money  in  this  bill  for  that 
purpose? 

Mr.  Mover.  No,  sir. 

Senator  Ellendeh.  Does  the  local  government  take  care  of  it? 

Mr.  Moyer.  By  agreement  they  are  taking  care  of  it  from  here  on. 

( Discussion  off  the  record.) 

Mr.  Mummy.  We  have  never  used  funds  for  purposes  of  annuities 
or  compensation  to  retirees.  The  $42  million  that  Senator  Ellen  dor 
is  speaking  to  is  for  some  projects  that  wore  designed  to  put  people  to 
work  after  they  got  out  of  the  army,  but  we  did  not  pick  them  up  on 
any  retirement  payroll;  wc  never  have  and  have  no  intention  of  doing 
so,  in  fact,  the  legislation  prohibits  it. 
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Senator  Ellkxdku.  You  were  about  to  do  it  when  we  nipped  it  in 
the  bud. 

Mr.  Murphy.  There*  were  no  plans. 

Senator  Ellkxdku.  Listen,  1 talked  to  the  ICA  lu'ftd  there.  They 
wanted  to  do  it.  but  we  changed  it.  You  did  assist  them  by  provid- 
ing them  a place  to  live  and  a place  to  (‘arn  a living.  That  is  1 ight ; is 
it  not? 

Mr.  Murphy.  I don’t  know  about  the  place  to  live*,  but  certainly 
the  earning  of  the  living  is  correct;  yes,  sir. 

Senator  Ellkxdku.  1 am  not  going  to  go  further  into  these  Develop- 
ment Loan  Fund  loans,  Mr.  Chairman,  because  I understand  Mr. 
Dillon  will  be  here  tomorrow  and  you  folks  are  not  very  familiar  with 
their  application  in  those  areas. 

REQUEST  FOR  SUMMARY  OF  FI  XI>H 

Mr.  Chairman,  I would  like  to  have  placed  in  the  record  the  amount 
of  money  spent  for  all  types  of  assistance  including  the  unexpended 
balances  for  t he  Far  East  area. 

Will  you  put  that  in  the  record  for  us? 

Mr.  Murphy.  Yes,  sir. 

Senator  Magxuson.  Now,  this  is  all  we  have  spent,  all  that  is  in 
the  pipeline,  all  that  we  have  ever  spent  and  if  we  cut  it  out  that  is 
what  will  be  left  ? 

Senator  Ellkxdku.  That  is  right.  That  is  the  reason  for  my 
question. 

(The  information  referred  to  appears  on  p.  7S1.) 

VIETNAM 

Senator  Ellendkr.  Mr.  Chairman,  I do  not  expect  to  go  into  the 
other  countries,  but  I would  like  to  cover  Vietnam. 

(Discussion  off  the  record.) 

PROJECT  SUPPORT 

Senator  Ellkxdku..  As  to  the  project  support,  why  could  that  not 
be  provided  under  the  Development  Loan  Fund  proposal? 

Mr.  Moyku.  Senator  Ellender,  the  reasons  are  the  same  that  I 
gave  in  the  ease  of  other  countries,  We  expect  the  Development 
Ijoan  Fund  to  pick  up  certain  parts  of  the  needs  for  capital  invest- 
ment, hut  we  are  helping. 

(Discussion  off  the  record.) 

Senator  Ellkxdku.  Now,  why  should  we  pul  cash  in  that  when  we 

are  sustaining  an  army  of . 

Admiral  O’Donnell. — . 

Senator  Ellendkr.  I missed  it  by  a thousand. 

Mr.  Moy  kk.  This  is  a matter  which  has  been  gone  into  in  con- 
siderable detail.  Would  Admiral  O’Donnell  speak  to  that? 

(Discussion  off  the  record. 

PURCHASE  OF  TKAUTORS 

Senator  Ellkvdkr.  Now,  os  I remember,  we  have  spent  quite  a 
few  million  dollars  to  buy  tractors  for  that  area. 
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Are  these  going  to  go  Into  the  tractor  pool  which  was  used  to  take 
care  of  the  refugees? 

Mr.  Moyer.  Those  provided  under  project  aid  go  into  a pool,  but 
it  is  a different  project. 

Senator  Ellendek.  Who  owns  the  pool? 

Mr.  Moyer.  An  agency  of  the  Vietnam  Government.  This  is 
largely  for  a project  up  on  the  highlands.  There  is  a considerable 
plateau,  there,  you  may  recall • 

EXPERIMENT  STATIONS 

Senator  Ellendek.  I know  that.  In  that  connection  you  iiad  a 
high  plateau,  a lower  one,  and  still  a lower  one.  As  I remember, 
when  I was  there,  you  were  to  put  up  three  experiment  stations  at 
those  places.  Have  you  succeeded  in  doing  that? 

My  advice  was  to  put  up  one  good  one.  What  happened?  Do 
you  know? 

Mr,  Moyer.  They  have  a good  central  station,  hut  there  arc  also 
substations,  as  we  have  in  our  country. 

Senator  Ellendek.  In  other  words,  they  did  not  put  up  three 
main  ones  as  was  proposed? 

Mr.  Moyer.  No,  sir. 

Senator  Ellendek.  You  are  sure  of  that? 

Mr.  Moyer.  The  central  one  wdiich  I visited  just  a few  months 
ago  is  at  Saigon.  These  others  are  for  specialized  purposes  in  different 
parts  of  the  country. 

(The  following  was  later  submitted:) 

There  is  one  central  livestock  receiving,  breeding,  and  distribution  station  in 
Vietnam,  located  at  Saigon.  There  are  also  three  substations  which  are  located 
at  Nha-Iio,  Hung-Loc,  and  Tan-Son-Nhut.  The  main  activity,  but  not  the  only 
one  at  these  stations  is  livestock  development  work.  Crop  improvement  projects 
are  undertaken  also.  Livestock  activities  emphasize  demonstrations  in  pasture 
improvement  and  fodder  production,  disease  and  parasite  control,  and  improve- 
ment of  breeding  stock  for  cattle  owners. 

U.S.  aid  funds  have  contributed  to  improving  the  facilities  and  stock  of  these 
agricultural  stations  that  were  already  in  existence.  In  addition  to  these  sta- 
tions there  are  also  14  smaller  breeding  substations  where  poultry  and  hog  multi- 
plication is  underway.  These  stations,  which  are  only  a few  acres  in  size,  also 
distribute  chicks  and  swine  directly  to  farmers. 

1UPOBTANCB  OF  SBTTLINO  REFUGEES 

Senator  Ellender.  All  right. 

Mr.  Moyer.  It  is  believed  important  for  a variety  of  reasons — 
partly  to  get  refugees  settled,  helping  to  develop  that  part  of  the  econ- 
omy— it  is  a very  good  place  for  raising  certain  kinds  of  commercial 
crops  which  you  can’t  raise  on  the  lowlands — and  partly  also  for 
security  reasons. 

This  area  could  readily  be  infiltrated  from  other  adjoining  areas 
and  the  government,  and  our  people  also,  were  anxious  to  get  people 
settled  up  there. 

Now,  to  clear  the  land,  to  get  it  ready  for  the  settlers,  we  bad  to 
use  tractors;  and  I guess  in  some  cases  some  bulldozers  to  clear  and 
plow  and  get  the  people  settled.  These  are  operated  through  pools. 

I visited  one.  I talked  to  our  technician,  who  is  there  helping  to 
see  that  proper  maintenance  and  repair  were  effected.  I would  not 
say  it  was  perfect,  but  he  thought  it  was  reasonably  good. 
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As  far  as  I could  tell,  it  was. 

Senator  Ellender.  As  I remember,  the  project  in  the  lower  part 
of  the  country  was  very  good.  I said  so  in  my  report.  It  was  one 
in  which  the  people  took  a lot  of  interest.  But  the  ones  in  the 
north— I presume  that  a third  of  the  settlers  moved  out  for  the  reason 
that  the  work  was  different  from  that  in  the  southern  part  of 
the  country  in  that  it  required  a little  more  work;  the  grass  grew  too 
fast  and  they  could  not  plant  rice  as  readily  as  they  could  plant  in 
the  southern  part  of  the  country. 

Mr.  Mover,  There  was  some  adjustment,  but  they  all  are  now 
engaged  in  self-supporting  occupations.  There  is  no  longer  any  real 
refugee  element  in  the  country. 

CONSTRUCTION  OS'  ROADS 

Senator  Ellender.  I know,  but  we  had  completed  that  job  when 
I was  there  and  the  next  step  was  to  build  roads.  Did  you  do  that? 
They  had  a good  road  at  the  time.  I wrote  that  in  my  notes.  I 
wrote  a letter  to  that  effect.  They  had  good  stone  roads  connecting 
these  new  facilities,  but  they  wanted  to  take  those  stone  roads  and 
blacktop  them. 

Mr.  Moyer.  We  did  not  blacktop  them.  In  fact,  we  just  im- 
proved the  stone  surfaces.  But  we  have  found  over  the  last  year  that 
the  rains  and  the  wind  and  so  on  have  eroded  these  roads  so  badly  that 
we  cither  put  an  oil  surface  to  hold  it,  or  a slight  blacktop,  I have  for- 
gotten which. 

We  did  try  it  out  without  blacktopping,  we  found  we  had  to  im- 
prove it  somewhat  above  that. 

Senator  Ellender.  IIow  can  you  justify  in  the  guise  of  defense 
support  ■ - — . 

Mr.  Moyer.  I certainly  do  defend  it  as  such  and  I would  like  to  give 
you  my  reasons. 

We  consider  for  our  project  assistance  under  defense  support  that 
one  of  the  important  reasons  is  to  help  the  country  take  steps  to  meet 
some  of  the  needs  of  its  people  which  will  provide  a sounder  internal 
situation  so  they  can  more  readily  control  the  Communist  effort  at 
subversion. 

This  is  a very  real  problem  in  Vietnam  because  from  the  north  they 
are  constantly  beaming  broadcasts  telling  of  progress  under  com- 
munism, In  South  Vietnan  they  have  got  to  make  progress  with  some 
of  these  basic  facilities  to  counter  the  effect  of  that  propaganda. 
(Discussion  off  the  record.) 

Mr.  Moyer.  We  felt,  from  the  point  of  view  of  creating  an  atmos- 
phere where  it  is  more  readily  easy  to  control  subversion,  that  it  was 
justified.  This  is  the  reason  it  is  there,  Senator. 

Senator  Ellender.  Mr.  Chairman,  I do  not  want  to  take  any  more 
time.  I have  other  questions  I would  like  to  ask  about  tno  countries 
in  the  Noar  East,  but  I presume  the  answers  would  be  along  the  same 
lines. 

Senator  Magnuson.  They  can  come  back  tomorrow. 

Senator  Ellender.  No,  the  others  are  small.  These  are  the  three 
main  ones. 

Mr.  Parsons.  Since  Senator  Ellender’s  questions  stemmed  origi- 
nally from  the  statement  I made  yesterday,  I would  like  very  much 
very  briefly  to  make  a couple  of  points. 

42851—59 37 
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ELECTRIC  RATES  ON  TAIWAN 

One  specific  one  is  in  relation  to  tho  committee's  discussion  of  the 
electric  rates  on  Taiwan  and  tho  defense  effort  thore. 

I would  like  to  say  first  that  perhaps  some  people  might  have  gotten 
the  impression  that  our  people  did  not  go  after  these  problems.  I 
would  just  like  to  say  that  I happened  to  be  on  Taiwan  this  spring 
when  Ambassador  Drumwright  in  my  presence  discussed  the  question 
of  electric  rates  with  the  vice  president  of  the  Republic  of  China. 

I can  assure  you  he  went  to  that  high  source  and  he  put  his  case 
very  strongly  indeed. 

Senator  Ellender.  With  what  success? 

Mr.  Parsons.  With  the  success  that  Dr.  Moyer  described. 

Senator  Ellender.  But  they  have  not  done  anything  yet. 

Mr.  Parsons.  They  did  raise  the  rates  last  year  and  they  will  bo 
raised  again.  I am  quite  confident  of  that. 

I could  be  proved  wrong. 

Senator  Ellender.  If  you  would  just  hold  this  money  back  and 
sav  we  are  not  going  to  give  it  to  you  unless  you  do,  I bet  you  they 
will  do  it. 

Mr.  Parsons.  They  will  be  doing  it. 

Senator  Ellender.  But  do  not  let  them  have  the  money  until  they 
do  it? 

MILITART  EXPENDITURES 

Mr.  Parsons.  Now,  I would  like  to  point  out  in  this  connection 
that  the  military  expenditures  funded  out  of  Taiwan's  resources  absorb 
a larger  sliaro  of  Taiwan’s  gross  national  product  than  U.S.  defense 
expenditures  take  out  of  the  U.S.  gross  national  product. 

China's  defense  effort  in  other  words,  in  terms  of  economic  capacity, 
is  the  highest  in  the  Far  East  and  perhaps  in  the  world. 

So  if  there  is  not  as  much  collected  as  should  be  collected  on  electric 
power  rates  to  assure  that  being  a sound  economic  proposition,  they 
are  collecting  a great  deal  for  the  defense  effort. 

Now,  I would  like  to  go  to  a broader  subject— 

Senator  Magnuson.  Because  that  is  practically  the  whole  business 
on  Taiwan.  That  is  the  biggest  business  on  the  island? 

Mr.  Parsons.  The  biggest  industrial  business? 

Senator  Magnuson.  It  is  tho  biggest  part  of  all  their  gross  national 
product  on  their  whole  island. 

Mr.  Parsons.  I would  like  to  submit  figures  on  that,  Senator.  I 
could  not  answer  you  off  the  bat.  but  I have  seen  the  oil  refineries,  the 
dockyards,  and  other  industrial  plants  in  southern  Taiwan  and  activi- 
ties in  addition  to  the  large  scale 

Senator  Magnuson.  How  many  peoplo  are  under  arms  in  Taiwan? 

Mr.  Parsons.  About  . 

Senator  Magnuson.  What  is  the  population? 

RELATIONS  OF  TOTAL  FUNDS  AVAILABLE  TO  REQUESTED  AMOUNTS 

Mr.  Parsons.  Close  to  11  million,  I think. 

Now,  in  relation  to  the  committee’s  discussion  of  the  total  amount 
of  funds  available  in  those  countries  if  the  amounts  requested  arc 
appropriated  this  year,  and  the  question  of  whether,  with  those  avail- 
abilities being  there,  there  should  not  be  a drastic  cut,  I do  know  that 
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this  committee  has  a very  clear  understanding  of  the  political  and 
psychological  factors  involved. 

But  1 would  just  like  to  add  as  a statement  in  my  capacity  as  a 
representative  of  the  State  Department  that  any  drastic  change  in  our 
aid  policies  in  these  divided  countries  where  there  is  a situation  of 
armistice  or  suspended  warfare,  would  have  the  most  serious  effects 
in  undermining  the  government  of  the  country  and  the  whole  psycho- 
logical attitude  of  the  people. 

Any  thought  that  the  United  States  no  longer  stood  behind  those 
people  whom  we  have  supported  thus  far  could  have  reactions  which 
X hesitate  to  predict. 

Senator  Ellendek.  Nobody  is  suggesting  that,  sir.  Just  a little 
cutback  is  all  wc  are  suggesting.  Make  them  produce  more  on  their 
own;  that  is  all,  and  it  will  be  healthier  for  them  a9  well  as  ourselves. 
(Discussion  off  the  record.) 

Mr.  Parsons.  I think  we  have  tried  very  hard  to  study  the  reac- 
tions of  the  peoples  and  the  attitudes  there. 

Now,  I am  very  glad  to  hear  what  Senator  Ellender  just  said,  be- 
cause any  drastic  reduction  would  certainly  give  the  Communists  the 
cheapest  possible  victory  they  could  have  in  the  area  and  it  would 
also  show  the  people  that  in  these  very  situations,  with  the  Com- 
munists never  giving  up,  that  we  are  the  people  who  were  ready  to 
give  up,  that  we  don't  stay  with  problems  all  the  way  through, 
(Discussion  off  the  record.) 

Senator  Magnuson.  Thank  you  very  much. 

LETTER  FROM  AMBASSADORS  TO  SECRETARY 

Mr.  Parsons.  For  the  record  I would  like  to  submit  a letter  dated 
April  17,  addressed  to  the  Secretary  of  State  by  the  Ambassadors  of 
the  United  States  to  the  13  countries  in  the  Far  Eastern  area.  This 
letter  relates  to  the  importance  of  the  Development  Loan  Fund  and 
the  supplying  of  adequate  resources  for  continued  progress  in  those 
countries. 

I should  add  that  this  letter  was  not  solicited  by  myself  at  that 
conference,  or  by  any  other  official  of  the  Department  of  State. 

It  reflects  instead  tho  common  concern  of  the  Ambassadors  to  assure 
adequate  support  of  a program  for  mutual  security  in  the  Far  East. 
(The  letter  referred  to  follows:) 

American  Embassy, 

Manila,  Philippines,  April  17,  1959. 

Hon.  Christian  A.  Herter, 

Acting  Secretary  of  State, 

Washington,  D.C. 

Dear  Mr.  Secretary:  At  the  conference  of  chiefs  of  U.S.  missions  in  the 
Far  East,  held  in  the  Philippines,  from  April  14  to  17,  we  have  reviewed  the 
problems  affecting  its  national  security  which  the  United  States  currently  faces 
in  Asia.  We  are  unanimous  in  our  conclusions. 

The  United  States  shares  with  the  countries  of  free  Asia  the  goal  of  a society  in 
which  men  can  make  economic  and  social  progress  in  freedom.  The  peoples  of 
free  Asia,  like  people  everywhere,  seek  an  opportunity  for  a better  life.  They 
expect  their  own  governments  to  lead  tho  way  to  economic  improvement.  If 
their  present  governments  do  not  meet  these  expectations,  the  people  may  well 
succumb  to  Communist  subversion  and  false  promises. 

It  is  our  conviction  that  these  governments  cannot  achieve  their  goal  unless  the 
United  States,  with  the  participation  of  other  free  world  nations,  helps  the  less 
developed  countries  with  long-term  capita). 
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r The  governments  of  many  of  these  countries  lack  the  financial  resources  and 
technical  skills  required  to  initiate,  without  assistance,  self-sustaining  economic 
growth.  They  do  not  wish  to  be  dependent  upon  external  aid  for  the  indefinite 
future.  They  are  utilizing  their  own  resources  but  they  hope  for  enough  help  to 
enable  them  to  move  along  on  the  road  to  real  progress.  To  a huge  extent  this 
assistance  can  best  be  in  the  form  of  loans  from  the  Development  Loan  Fund;  in 
a few  cases  the  requisite  aid  may  have  to  be  on  a grant  basis  until  the  country 
has  made  enough  economic  progress  to  qualify  for  loans. 

Defense  support  coupled  with  the  military  assistance  program  is  permitting 
many  Asian  countries  to  maintain  the  armed  forces  necessary  dor  internal  security 
and  for  the  protection  of  their  frontiers.  Technical  assistance  is  helping  them  to 
develop  their  human  resources  and  their  technical  skills.  But,  important  as  are 
these  and  the  other  types  of  assistance  now  being  provided,  they  do  not  provide 
the  capital  required  for  real  progress.  This  is  the  purpose  of  the  Development 
Loan  Fund,  which  it  has  already  begun  to  fulfill. 

The  stable,  progressing  societies  we  hope  for  in  free  Asia  will  develop  ae  the 
people  of  these  countries  gain  faith  in  their  own  future.  Through  aid  for  eco- 
nomic progress,  the  United  States  can  help  them  achieve  that  confidence.  We 
are  convinced  that  the  next  few  years  are  the  most  critical  ones  and  that  the 
provision  of  adequate  funds  for  this  type  of  economic  aid  is  of  the  highest  priority. 
We  most  earnestly  hope  that  the  Congress  will  support  the  mutual  security  pro- 
gram and  concur  in  the  President’s  request  for  augmenting  the  resources  of  the 
Development  Loan  Fund. 

Respectfully  yours, 

Charles  E.  Bchlen,  Ambassador  to  the  Philippines;  IJ.  Alexis  Johnson, 
Ambassador  to  Thailand;  Douglas  MacArthur  II,  Ambassador  to 
Japan;  Francis  H.  Russell,  Ambassador  to  New  Zealand;  Homer 
M,  Byington,  Ambassador  to  the  Federation  of  Malaya;  Everett 
F,  Drumright,  Ambassador  to  China;  William  J.  Sebald,  Am- 
bassador to  Australia;  Walter  C.  Dowling,  Ambassador  to  Korea; 
Elbridge  Durbrow,  Ambassador  to  Vietnam;  Walter  P.  Mc- 
Conaughy,  Amnv  ador  to  Burma;  Howard  P.  Jones,  Ambassador 
to  Indonesia;  Horace  H.  Smith,  Ambassador  to  Laos;  William  C. 
Trimble,  Ambassador  to  Cambodia. 

COMMUNICATIONS 

Senator  Magnuson.  The  committee  has  received  several  letters  and 
statements  with  respect  to  this  appropriation  bill  which  I will  insert 
into  the  record  at  this  point. 

(The  information  referred  to  follows :) 

U.S.  Senate, 

Committee  on  Labor  and  Public  Welfare, 

August  IS,  1959. 

Hon.  Carl  Hayden, 

Chairman,  Senate  Committee  on  Appropriations , 

Washington,  D.C. 

Dear  Mr.  Chairman:  I strongly  urge  that  you  give  sympathetic  consideration 
to  an  amendment  proposed  by  Senator  Humphrey  to  the  mutual  security  appro- 
priation bill  to  provide  the  equivalent  of  $50,000  in  foreign  currency  for  planning 
funds  for  the  American  Research  Hospital  for  Children  in  Poland.  As  you  know, 
the  Congress  provided  for  medical  research  centers  to  be  eligible  for  counterpart 
funds  in  the  mutual  security  authorization  bill  with  this  particular  center  in  mind. 

The  planning  of  this  American  Rcscarcii  Hospital  for  Children  is  the  result  of 
a great  effort  on  the  part  of  a group  of  private  citizens,  from  all  conceivable  occu- 
pations, who  have  donated  time,  money,  and  energy  to  making  the  hospital  a 
reality.  The  Committee  for  a Children’s  Hospital  in  Poland  has  members  from 
the  medical,  legal,  architectural,  political,  and  journalistic  professions.  A great 
deal  of  initial  planning  and  groundwork  for  the  project  has  been  done  through 
these  privately  donated  funds  and  the  efforts  of  the  committee. 

The  members  of  this  committee  strongly  hope  that  the  project  could  be  com- 

?leted  to  coincide  with  the  000th  anniversary  of  the  University  of  Krakow  in 
bland  in  1963.  The  $50,000  equivalent  requested  at  this  time  f<.<'  the  project 
is  urgently  needed  if  the  hospital  is  to'  make  any  progress  this  winter.  Prelim- 
inary architectural  drawings  nave  been  completed  and  have  been  doniAcd  to  the 
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project  by  an  American  architect,  but  the  project  will  be  delayed  unless  some  of 
the  authorized  funds  are  made  available  to  it  this  winter.  The  committee  will 
continue  to  enlist  private  dollar  support.  However,  it  is  expected  that  over  and 
above  private  donations  of  material,  money  and  services,  a total  of  2.5  million 
will  bo  needed  from  Government  sources.  The  first  modest  part  of  that  sum, 
$50,000,  is  needed  almost  immediately  because  preparations  must  be  made  this 
winter  if  actual  groundbreaking  and  construction  are  to  begin  in  the  spring, 
enabling  the  project  to  be  completed  on  time. 

I feel  the  hospital  itself  will  be  of  great  benefit  to  the  United  States  for  the 
following  reasons: 

Poland  is  a Communist  country,  but  it  is  not  firmly  in  the  .Soviet  camp.  Aa 
seen  dramatically  by  the  recent  visit  of  the  Vice  President  to  Poland,  the  West 
has  a reservoir  of  goodwill  and  Polish  interest  which  has  not  been  fully  utilized. 
Certainly  this  visit  by  the  Vice  President  was  extremely  important  in  boosting 
friendly  feeling  and  signifying  our  concern  for  the  people  of  Poland,  but  it  is  a 
temporary  step.  What  is  needed  is  a continued  symbol  of  the  real  American 
willingnees  to  help  the  people  of  Poland.  To  my  mind,  there  is  no  better  expres- 
sion of  friendship  imaginable  than  the  donation  of  hospital  facilities  for  children. 
The  value  of  such  a project  would  not  be  measured  in  column  inches  of  news- 
print, but  in  tho  countless  families  grateful  for  adequate  treatment  for  their 
children.  The  hospital  would  represent  a permanent  and  practical  symbol  of  our 
desire  to  aid  the  people  of  Poland,  and  of  our  concern  for  tho  welfare  and  well- 
being of  the  peoples  of  the  world. 

This  hospital  would  further  be  a particularly  fitting  investment  for  the  United 
States  to  make  in  Poland.  The  facilities  for  treating  children’s  diseases  and 
caring  for  children  are  almost  nonexistent  in  that  country,  and  such  a hospital 
would  fill  a desperately  needed  gap  in  its  hospital  system.  The  seriousness  of 
this  situation  has  been  concretely  demonstrated  in  the  offers  by  the  Polish  Govern- 
ment to  pay  the  transportation  cost  of  materials  purchased  or  donated  from  other 
countries,  and  in  their  strong  attitude  of  cooperation  with  the  committee  in  draw- 
ing up  plans  and  recommendations  for  the  hospital.  The  Polish  Government  has 
indicated  that  they  will  do  everything  possible  to  assure  the  success  of  the  project. 

The  proposed  completion  date  was  chosen  for  a significant  reason.  The  Uni- 
versity of  Krakow  is  the  second  oldest  university  in  Europe  and  as  such,  is  a source 
of  continual  pride  to  the  Polish  people.  Its  600th  anniversary  in  19G3  is  expected 
to  be  met  with  a great  deal  of  national  attention  and  well-wishing.  If  the  hospital 
can  be  dedicated  in  conjunction  with  this  anniversary,  its  inate  merits  will  be 
amplified  manyfold  because  of  the  attention  which  such  an  occasion  will  draw 


forth. 

I would  like  to  stress  my  strong  feeling  that  in  terms  of  our  overall  expenditures, 
the  amount  of  money  requested  for  tins  project  is  small  in  proportion  to  the 
ultimate  benefit  to  the  United  States — especially  when  compared  with  many  of 
the  other  foreign  assistance  programs  in  which  this  country  is  engaged.  The 
outpouring  of  support — financial  and  otherwise — from  private  citizens  in  this 
country  for  the  hospital,  I feel,  indicates  the  tremendous  amount  of  support 
which  this  project  can  be  expected  to  continue  to  draw,  in  this  country  and  in 
Poland. 

With  such  a history  in  mind,  I am  greatly  concerned  by  the  action  of  the  House 
of  Representatives  in  deciding  not  to  appropriate  any  money  under  section  400c 
of  the  mutual  security  bill,  and  therefore  leaving  this  hospital  with  little  more 
than  congressional  blessing.  The  interests  of  the  economy  can,  I believe,  be 
better  served  by  paring  elsewhere,  than  by  absolutely  refusing  to  provide  any 
funds  for  a project  which  demands  so  little  and  which  has  shown  so  much  merit. 

I sincerely  hope  that  the  committee  will  have  this  project  in  mind  when  you 
meet  to  consider  appropriations  under  section  400c  of  the  bill,  and  will  allow  the 
hospital  enough  funds  to  make  a small  start  this  winter. 

Sincerely, 

Harrison  A.  Williams,  Jr. 


House  op  Representatives, 
Washington,  D.C.,  August  6,  196.9. 

Hon.  Carl  Hayden, 

Chairman,  Committee  on  Appropriations, 

U.S.  Senate,  Washington,  D.C. 

Dear  Chairman  Hayden:  I would  like  to  urge  your  favorable  consideration  of 
an  amendment  offered  by  Senator  Humphrey  to  section  400(c)  of  H.R.  83S5,  the 
mutual  security  appropriation  bill,  to  mako  available  the  equivalent  of  $50,000 
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in  local  currency  for  the  purpose  of  planning  the  construction  of  the  proposed 
American  Research  Hospital  for  Children  in  Poland, 

These  funds  are  necessary  to  begin  the  process  of  implementing  section  400(c) 
of  the  Mutual  Security  Authorization  Act  of  1959  (Public  Law  86-108),  which 
authorizes  the  use  of  local  currencies  for  the  purpose  of  supporting  hospitals 
abroad,  "designed  to  serve  ns  centers  for  medical  treatment,  education,  and  re- 
search, founded  or  sponsored  by  citizens  of  the  United  States,1' 

The  proposed  American  Research  Hospital  for  Children  in  Poland  is  the  first 
undertaking  contemplated  under  the  above  section,  A national  committee  of 
outstanding  Americans  1ms  been  organized  some  time  ago  to  raise  funds  and  in 
other  ways  to  promote  the  realization  of  this  humanitarian  project.  The  initial 
plans  for  the  hospital  have  been  drafted,  and  negotiations  leading  to  the  construc- 
tion of  this  project  have  been  initiated.  Further,  I received  a commitment  from 
one  of  the  ranking  members  of  the  House  Appropriations  Committee  (pp.  13236- 
13237  of  the  Congressional  Record)  that  requests  for  the  appropriation  of  Polish 
zlotys  for  this  hospital  will  receive  sympathetic  consideration  from  that  body. 
As  the  sponsor  of  section  400(c)  of  the  Mutual  Security  Act  of  1959,  I am  deeply 
interested  in  the  American  Research  Hospital  for  Children  in  Poland.  A small 
initial  appropriation,  of  the  type  suggested  by  Senator  Humphrey,  would  enable 
the  sponsores  of  this  project  to  move  ahead  during  the  next  few  months.  I sin- 
cerely hope  that  your  committee  will  give  favorable  consideration  to  Senator 
Humphrey's  amendment,  so  that  the  hospital  may  be  completed  in  time  for  the 
600th  anniversary  of  the  University  of  Cracow,  Poland,  in  1963. 

With  best  wishes,  I am, 

Respectfully  yours, 

Clement  J.  Zablocki, 

Member  of  Congress. 


National  Council  of  Jewish  Women,  Inc., 

Washington,  D.C.,  August  18,  1959. 

Hon.  Carl  Hayden, 

Chairman,  Committee  on  Appropriations, 

U.S.  Senate,  Washington,  D.C. 

Dear  Senator  Hayden:  Since  it  is  impossible  for  us  to  appear  in  person 
I am  enclosing  our  statement  in  support  of  appropriations  for  the  mutual  security 
program. 

May  I request  that  this  statement  be  included  in  full  in  the  record. 

Sincerely  yours, 

Mrs.  Samuel  Brown, 

Chairman,  National  Committee  on  Public  Affairs. 

National  Council  of  Jewish  Women, 

New  York,  N.Y . 


Statement  in  Support  op  Appropriations  for  the  Mutual  Security-) 
Program,  August  18,  1959  MtiflUl 

The  National  Council  of  Jewish  Women  views  with  concern  the  cuts  made  by 
the  House  in  the  appropriations  for  the  mutual  security  program.  One  of  the 
major  interests  of  the  organization,  which  was  established  in  1893,  and  now  has 
110,000  members  in  240  communities  throughout  the  country,  is  to  promote 
effective  international  cooperation.  For  many  years  now,  since  the  creation  of 
the  Marshall  plan  and  even  as  far  back  as  the  lend-lease  program,  council  members 
have  supported  foreign  aid  as  in  the  best  interests  of  the  Nation.  But  we  have 
felt  the  need  to  reexamine  the  mutual  security  program  and  determine  whether  it 
does  indeed  serve  the  national  interest.  What  wo  have  attempted  to  do  is  provide 
our  members  with  material  and  information  so  that  they  could  determine  for  them- 
selves the  validity  of  our  organization’s  support  of  this  program.  They  have 
reached  the  conclusion  that  it  is  in  the  best  interest  of  the  Nation.  Therefore,  at 
our  recent  biennial  convention  the  delegates  voted  to  continuo  to  "urge  the  U.S. 
Government  to  expand  its  program  of  technical  .and  economic  assistance  to  the 
underdeveloped  countries  so  that  they  may  achievo  the  economic  and  social 
standards  that  are  necessary  to  human  dignity." 
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The  support  of  our  members  is  not  merely  confined  to  statements  and  resolu- 
tions. The  National  Council  of  Jewish  Women,  as  a voluntary  organization  has 
spent  about  $3H  million  on  its  oversea  program  of  assistance  to  about  15  countries 
since  the  program  was  established  in  the  fall  of  1945.  The  program  has  emphasized 
scholarships  for  graduate  training  of  personnel  in  the  fields  of  social  work,  special 
education,  teacher  education,  graduate  nursing,  psychology,  and  rehabilitation 
services.  Under  this  program  we  brought  to  the  United  States  some  150  men  and 
women  for  study  at  our  universities  so  that  they  may  acquire  skills  i:i  these  fields 
and  then  use  the  knowledge  for  the  benefit  of  their  own  people  when  they  return 
to  their  own  countries.  Our  oversea  program  of  assistance  also  includes  the  sup- 
port of  the  School  of  Education  of  Hebrew  University  in  Jerusalem  by  an  annual 
grant  of  $48,000  per  year.  In  addition,  our  members  have  sent  educational  play 
materials  to  children  in  some  15  countries. 


This  is  the  way  we  feel  we  can  make  our  small  contribution  to  economic  de- 
velopment with  the  limited  resources  available  to  us.  We  cite  our  activities  here 
merely  to  illustrate  how  strongly  our  members  believe  in  the  validity  and  impor- 
tance of  aid  to  other  countries,  strongly  enough  to  be  willing  to  contribute  their 
own  funds  and  efforts. 

At  the  hearings  of  the  Senate  Foreign  Relations  Committee  several  witnesses 
were  asked  about  the  attitude  of  the  members  of  their  organizations  toward  in- 
creased taxes  should  they  be  necessary  to  provide  an  increased  program  of  eco- 
nomic aid.  This  question  was  carefully  reviewed  by  our  members  and  they  ex- 
pressed their  willingness  to  make  whatever  sacrifices  are  required  in  the  following 
statement  adopted  at  our  convention  in  February  of  this  year: 

“*  * * We  cannot  afford  to  be  frightened  by  the  bugaboo  of  an  unbalanced 
budget.  Recognizing  that  sound  fiscal  policies  are  essential,  we  believe  that  they 
must  encompass  the  services  required  for  the  Nation’s  strength  and  well-being. 
As  citizens,  we  arc  willing  to  make  whatever  sacrifices  are  required — including 
pocketbook  sacrifices — for  the  future  of  our  country." 

In  view  of  the  attitude  of  our  members  we  feel  justified  in  urging  your  committee 
to  appropriate  the  authorized  funds  for  the  economic  and  technical  aid  programs, 
which  are  of  major  concern  to  our  organization. 

We  are  particularly  concerned  with  the  reductions  of  funds  made  by  the  House 
for  the  Development  Loan  Fund  and  the  technical  assistance  program.  In  our 
testimony  before  the  Foreign  Relations  Committee  we  urged  that  the  authoriza- 
tion for  the  Development  Loan  Fund  bo  increased  to  $1^  billion  a year  over  a 
period  of  5 years.  We  supported  such  a proposal  in  the  belief  that  the  Develojr- 
ment  Loan  Fund  is  one  of  tne  important  tools  in  helping  countries  help  themselves, 
and  that  it  is  becoming  a major  factor  in  the  economic  development  field.  The 
backlog  of  loan  applications  for  $1,547  million  demonstrates  the  need  for  mom 
adequate  appropriations.  Experience  indicates  that  effective  economic  develop- 
ment can  be  achieved  only  through  long-range  planning.  The  President's  Com- 
mittee To  Study  the  U.S.  Military  Assistance  Program  in  its  third  interim  report, 
issued  July  13,*  1969,  points  out  that:  "Development  programs  are  necessarily 
of  a long  term  nature.  Participating  countries  must  make  plans  and  commit 
their  limited  resources  to  such  programs  and  are  often  reluctant  to  do  so  unless 
there  is  a reasonably  assured  source  of  financing  for  the  program  as  a whole. 
As  long  as  the  authorization  and  funding  for  Development  Loan  Fund  operations 
are  on  an  annual  basis,  projects  must  be  undertaken  without  knowing  whether 
financing  will  be  available  for  later  closely  related  projects."  In  view  of  this  the 
the  mutual  security  authorization,  as  it  relates  to  the  economic  aid  program,  is  a 
bare  minimum  and  the  action  of  the  House  seriously  undermines  the  usefulness 
of  the  program. 

The  reduction  of  funds  for  the  technical  cooperation  program  made  by  the 
House  is  equally  disturbing.  Technical  assistance  is  an  important  part  of  any 
economic  development  program  in  that  it  helps  the  less  developed  countries  to 
overcome  shortages  of  highly  trained  personnel.  It  is  fairly  obvious  that  man- 
power is  an  essential  element  in  an  economic  development  project,  aud  it  has 
been  observed  that  a lack  of  trained  personnel  often  constitutes  a more  limiting 
factor  than  a lack  of  necessary  capital.  The  $179.5  million  included  in  the  au- 
thorization for  technical  cooperation  would  continue  the  program  at  about  the 
present  level  without  making  any  allowance  for  expansion  of  this  very  important 
uspect  of  the  economic  development  of  the  less  developed  nations.  The  cut  of 
$29.5  million  made  by  the  House  constitutes  a serious  impairment  of  the  program 
and  should  be  restored. 


We  respectfully  urge  your  committee  to  appropriate  the  fundB  authorized  by 

the  Congress.  BEST  AVAILABLE  COPY 
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Statement  by  Senator  Henninos  on  H.R.  8385  (the  Mutual  Security 

Appropriation  Bill 

Mr.  Chairman  and  members  of  the  committee,  I would  like  to  submit  for  the 
record  the  following  statement  on  H.R.  8385,  dealing  with  appropriations  for 
mutual  security  ana  related  agencies  for  the  fiscal  year  ending  June  30,  1960, 
and  for  other  purposes. 

While  I am  a strong  supporter  of  the  concept  behind  the  mutual  security  pro- 
gram and  feel  that  sufficient  funds  should  be  appropriated  to  enable  the  program 
to  bo  carried  out  efficiently  and  effectively,  it  is  to  section  113  of  H.R.  8385  that 
I would  like  to  direct  my  present  remarks. 

Section  113  of  H.R.  8385  proposes  that  “none  of  the  funds  herein  appropriated 
shall  be  used  to  carry  out  any  provision  of  chapter  II,  III,  or  IV  of  the  Mutual 
Security  Act  of  1954,  as  amended,  during  any  period  when  more  than  20  days 
have  elapsed  between  the  request  for,  and  the  furnishing  of,  any  document,  paper, 
communication,  audit,  review,  finding,  recommendation,  report,  or  other  material 
relating  to  the  administration  of  such  provision  by  the  International  Cooperation 
Administration,  to  the  General  Accounting  Office  or  any  committee  of  the  Con- 
gress, or  any  duly  authorized  subcommittee  thereof,  charged  with  considering 
legislation  or  appropriation  for  or  expenditures  of  the  International  Cooperation 
Administration  and  the  Department  of  State.”  This  section  does  not  apply  to 
the  provisions  of  the  Mutual  Security  Act  of  1954,  as  amended,  dea'ing  with 
military  assistance. 

Section  113  was  added  to  H.R.  8385  under  an  amendment  offered  on  the  floor 
of  the  House  of  Represent ntives  by  Representative  Hardy,  of  Virginia.  It  was 
adopted  by  the  House  without  opposition.  Very  simply,  its  purpose  is  to  resist 
further  encroachment  on  the  legislative  powers  of  the  Congress  by  continued 
misuse  of  the  so-called  doctrine  of  executive  privilege,  under  which  the  Inter- 
national Cooperation  Administration  has  refused  on  a number  of  occasions  to 
supply  the  General  Accounting  Office  and  various  congressional  committees  with 
copies  of  certain  evaluation  reports  dealing  with  the  administration  and  operation 
of  the  mutual  security  program. 

Mr.  Chairman,  I wholeheartedly  endorse  the  purpose  of  section  113,  and  I 
urge  this  committee  to  include  its  provisions  in  any  mutual  security  appropria- 
tions bill  ultimately  reported  to  the  Senate  by  the  committee. 

As  chairman  of  the  Senate  Constitutional  Rights  Subcommittee  I had  have 
occasion  to  study  in  great  detail  the  use  of  the  so-called  executive  privilege 
doctrine  as  authority  to  withhold  information  from  the  Congress,  and,  frankly, 

I am  alarmed  at  the  widespread  and  practically  uncontrolled  use  of  this  doctrine 
in  recent  years  to  improperly  deny  to  the  Congress  information  which  the  Congress 
needs  in  order  to  fulfill  its  constitutional  duties. 

The  Subcommittee  on  Constitutional  Rights  has  been  making  a broad  survey 
of  the  information  practices  of  the  Federal  Government,  And  has  concerned  itself 
particularly  with  the  degree  to  which  information  about  the  activities  of  executive 
departments  and  agencies  is  available  to  both  Congress  and  the  public. 

In  1956  and  1957  the  Constitutional  Rights  Subcommittee  made  a comprehen- 
sive survey  of  the  committees  and  subcommittees  of  the  Senate,  as  well  as  the 
various  executive  departments  and  agencies,  including  the  so-called  independent 
agencies,  in  an  attempt  to  determine  how  widespread  was  the  practice  of  with- 
. holding  information  from  Congress,  by  what  asserted  authority  such  withholdings 
were  made,  and  whether  there  were  any  established  and  uniform  procedures 
followed  in  cases  where  information  was  withheld.  The  results  of  this  survey 
were  published  in  part  I of  the  printed  record  of  the  hearings  conducted  by  the 
Subcommittee  on  Constitutional  Rights  during  the  85th  Congress  on  the  power 
of  the  President  to  withhold  information  from  the  Congress,  and,  in  my  opinion, 
they  present  a sorry  picturt  indeed. 

That  survey  shows  not  H#ly  that  the  so-called  executive  privilege  has  been 
cited  on  a number  of  occasions  in  recent  years  as  authority  to  withhold  infor- 
mation from  the  Congress,  but  it  also  illustrates  that  a great  variety  of  informa- 
tion and  material  has  been  withheld  in  a completely  haphazard  wav  and  that 
such  withholdings  have  been  made  on  almost  every  level  of  authority.  In  short, 
the  survey  shows  that  there  has  been  little  rhyme  or  reason  to  the  way  in  which 
the  executive  privilege  has  been  invoked. 

In  March  of  1957,  in  an  attempt  to  obtain  a more  definitive  statement  about 
the  basis  and  scope  of  the  right  claimed  by  executive  departments  and  agencies 
to  withhold  information  from  the  Congress,  I wrote  to  the  Attorney  General,  the 
chief  legal  officer  of  the  executive  branch,  requesting  a statement  of  his  views. 

. In  reply,  Mr.  Rogers,  then  the  Deputy  Attorney  General,  sent  the  Constitutional 
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Rights  Subcommittee  a lengthy  memorandum  expressing  the  view  that  "the 
President  and  heads  of  departments  are  not  bound  to  produce  or  disclose  infor- 
mation communicated  to  them  where,  in  their  own  judgment,  the  disclosure 
would,  on  public  considerations,  be  inexpedient.” 

This  rule  of  unlimited  power  based  on  expediency  Beemcd  so  extreme  that  I 
invited  the  Attorney  General  to  appear  before  the  subcommittee  in  person  to 
explain  hia  views  in  more  detail. 

On  March  6,  1958,  the  Attorney  General  appeared  and  testified  before  the 
subcommittee.  He  not  only  reaffirmed  the  extreme  position  he  had  taken  in  his 
memorandum  while  he  was  the  Deputy  Attorney  General,  but  spelled  out  his 
views  on  what  he  called  the  executive  privilege  in  considerable  more  detail.  Not 
only  did  he  claim  that  the  President  and  the  heads  of  the  executive  departments 
have  an  inherent  constitutional  power  to  withhold  information  from  the  Congress, 
which  they  may  exercise  in  their  own  discretion,  but  he  claimed  that  the  inde- 
pendent regulatory  agencies  have  such  power  as  well.  He  stated,  too,  that  this 
power  to  withhold  information  can  be  delegated  to,  and  exercised  by,  anyone  and 
everyone  in  the  executive  branch. 

Boiled  down  to  its  essentials  the  Attorney  General’B  executive  privilege  doctrine 
represents  nothing  more  than  an  unsupported  claim  that  under  the  Constitution, 
executive  department  officials— including  not  only  the  President  and  the  heads 
of  the  departments,  but  their  administrative  and  clerical  employees  as  well- 
have  an  unlimited  power  to  withhold  anything  they  wish  from  the  Congress.  Yet, 
nowhere  in  the  Constitution  is  the  President  or  any  of  his  subordinates  given  such 
broad  and  dangerous  power.  And  despite  his  original  assertion  to  the  contrary 
in  his  memorandum  to  the  Constitutional  Rights  Subcommittee,  the  Attorney 
General  admitted  in  his  testimony  before  the  subcommittee  that  there  has  never 
been  a court  decision  on  this  point. 

In  the  January  1959  issue  of  the  Federal  Bar  Journal  there  appears  a lengthy 
symposium  dealing  with  the  subject  of  executive  privilege.  I think  every  mem- 
ber of  this  committee  would  profit  greatly  by  reading  the  various  articles  on 
executive  privilege  included  in  that  symposium,  but  I would  like  to  call  particular 
attention  to  the  article  written  by  J.  Russell  Wiggins,  executive  editor  of  the 
Washington  Post  and  Times  Herald,  and  president  of  the  American  Society  of 
Newspaper  Editors.  In  his  article,  Mr.  Wiggins  lias  made  a masterly  presenta- 
tion of  the  historical  background  behind  what  he  calls  the  "sweeping  claim  of 
absolute  privilege”  advanced  by  the  Attorney  General.  Mr.  Wiggins  demon- 
strates that  many  of  the  historical  episodes  on  which  the  Attorney  General  rests 
his  case  simply  do  not  support  the  extreme  propositions  for  which  they  are  cited. 

One  of  the  most  recent  instances  in  which  the  Attorney  General’s  extreme  doc- 
trine of  executive  privilege  has  been  invoked  and  defended  by  an  executive  agency, 
and  the  one  I want  to  emphasize  at  this  time,  occurred  quite  recently  when,  on 
May  5,  1959,  the  Acting  Director  of  the  International  Cooperation  Administra- 
tion appeared  before  the  Constitutional  Rights  Subcommittee  to  explain  why  his 
agency  refused  to  give  certain/evnluation  reports  requested  from  it  by  the  General 
Accounting  Office. 

On  March  13,  1959,  the  General  Counsel  of  the  General  Accounting  Office  had 
testified  before  the  subcommittee  in  connection  with  the  General  Accounting 
Office’s  examination  of  economic  and  technical  assistance  activities  under  the 
mutual  security  program,  and  he  stated  that  the  General  Accounting  Office  had 
been  denied  access  to  evaluation  reports  prepared  by  the  office  of  the  Assistant  to 
the  Director  for  Evaluation  of  the  International  Cooperation  Administration. 
These  evaluation  reports  are  prepared  by  a special  program  evaluation  unit 
established  in  the  Office  of  the  Director  of  ICA.  The  reports,  each  one  of  wrhich 
generally  covers  the  ICA  program  in  a particular  country,  are  prepared  by  teams 
composed  of  two  senior  officers,  and  are  based  on  extensive  study  both  in  Wash- 
ington and  in  the  field.  The  General  Counsel  of  the  General  Accounting  Office 
testified  that  his  organization  needed  access  to  these  reports  in  order  to  properly 
perform  its  audit  of  ICA  activities,  and  stated  that  the  reports  constituted  a 
part  of  ICA’s  internal  control  machinery  wrhich  it  is  GAO’s  statutory  duty  to 
evaluate.  The  complete  testimony  of  the  General  Counsel  of  the  General  Account- 
ing Office  is  set  forth  in  part  I of  the  hearings  before  the  Subcommittee  on  Con- 
stitutional Rights  on  "Executive  Privilege,”  copies  of  which  I arn  submitting 
herewith  for  the  consideration  of  the  members  of  this  committee. 

When,  on  May  5,  1959,  the  Acting  Director  of  the  International  Cooperation 
^Administration  appeared  before  the  subcommittee  to  present  his  agency’s  side 
of  the  story,  lie  took  the  position  that  despite  the  specific  language  of  section  313 
of  the  Budget  and  Accounting  Act  of  1921,  providing  that  "ail  departments  and 
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establishments  shall  furnish  to  the  Comptroller  General  such  information  regard' 
ing  the  powers,  duties,  activities,  organization,  financial  transactions,  and  methods 
of  Business  of  their  respective  offices  os  he  may  from  time  to  time  requiro  of  them; 
and  the  Comptroller  General,  or  any  of  his  assistants  or  employees,  when  duly 
authorized  by  him,  shall,  for  the  purpose  of  securing  such  information,  have 
access  to  ana  the  right  to  examine  any  books,  documents,  papers,  or  records  of 
any  such  department  or  establishment,”  under  the  Attorney  General’s  doctrine 
of  “Executive  privilege”  he  did  not  have  to  furnish  to  the  Comptroller  General 
or  the  General  Accounting  Office  the  evaluation  reports  requested  by  therr 

The  complete  testimony  of  the  Acting  Director  of  the  International  Cooperation 
Administration  is  contained  in  part  II  of  the  Constitutional  Rights  Subcommittee’s 
hearings  on  “Executive  Privilege,”  copies  of  which  I am  also  submitting  herewith 
for  consideration  of  the  committee. 

The  Acting  Director  of  the  International  Cooperation  Administration  appar- 
ently based  Iub  decision  to  withhold  these  reports  from  the  General  Accounting 
Office  on  the  ground  that  they  are  for  the  Director’s  own  personal  use,  and  repre- 
sent opinions  and  advice  to  the  Director.  Yet,  in  the  course  of  his  testimony,  he 
admitted  that  copies  of  the  reports  were  made  available  to  officials  in  the  State 
Department  and  in  the  Department  of  Defense. 

The  Acting  Director  was  asked  if  the  auditors  within  his  own  agency  saw  these 
evaluation  reports  at  any  time,  and  he  testified  that  they  did  not.  Later,  how- 
ever, in  a letter  addressed  to  me  as  chairman  of  the  Constitutional  Rights  Sub- 
committee, he  reversed  himself  on  this  point  and  admitted  that  ICA  auditors,  in 
preparing  the  internal  audit  of  a country  program,  are  authorized  to,  and  in  fact 
usually  do,  read  a copy  of  the  evaluation  report  dealing  with  the  program  in  that 
country. 

In  other  words,  the  ICA  look  the  nnamalous  and  completely  contradictory 
position  that  these  evaluation  reports,  supposedly  prepared  for  the  personal  use 
of  the  Director  of  the  International  Cooperation  Administration,  may  be  seen  by 
officials  in  tfte  State  Department  and  in  the  Department  of  Defense,  and  may  be 
seen  by  their  own  auditors  in  the  normal  course  of  their  auditing  duties,  but  that 
t-hev  may  not  be  seen  by  the  auditors  for  the  General  Accounting  Office  who, 
by  law,  are  required  to  audit  the  activities  of  each  Department  and  establishment 
and  are  specifically  given  the  power  by  Congress  to  have  access  to  books,  docu- 
ments, papers,  or  records  in  those  departments  or  establishments. 

In  my  opinion,  tlie  position  taken  by  ICA  in  withholding  these  evaluation 
reports  from  the  General  Accounting  Office — which,  after  all,  is  an  agent  of  the 
Congress — is  in  dear  violation  of  the  law,  and  demonstrates  the  fundamental 
danger  inherent  in  the  practically  unlimited  doctrine  of  “Executive  privilege” 
enunciated  by  the  Attorney  General. 

The  Acting  Director  of  the  ICA  admitted  that  he  had  not  asked  the  Attorney 
General  for  an  opinion  as  to  whether  or  not  he  could  properly  refuse  to  give  the 
evaluation  reports  to  the  General  Accounting  Office,  but  in  the  course  of  hia 
testimony  he  cited  and  specifically  relied  upon  the  testimony  of  the  Attorney 
General  before  the  Constitutional  Rights  Subcommittee  dealing  with  the 
“Executive  privilege.” 

Here  is  a clear-cut  example  where  the  broad  and  dangerous  doctrine  of  “Execu- 
tive privilege”  enunciated  by  the  Attorney  General  in  his  testimony  before  the 
Constitutional  Rights  Subcommittee  and  in  the  memorandums  he  has  issued  on 
this  subject  from  time  to  time,  has  been  seized  upon  and  cited  as  authority  for 
what,  in  my  own  opinion,  is  a completely  unjustified  withholding  of  information 
from  an  agency  of  the  Congress. 

But  this  is  not  ail.  To  snow  how  far  the  Attorney  General’s  doctrine  could  be 
carried,  let  me  cite  what  the  Acting  Director  of  ICA  told  the  Constitutional 
Rights  Subcommittee  about  the  potential  scope  of  that  doctrine.  In  defending 
his  invocation  of  the  “Executive  privilege”  doctrine  as  authority  to  withhold 
the  evaluation  reports  from  the  General  Accounting  Office  because  they  are  sup- 
posed to  contain  opinions  and  advice  of  ICA  employees,  the  Acting  Director 
said — and  I quote  from  page  359  of  the  printed  record  of  the  May  5,  1959 
hearings — “This  is  what  it  amounts  to  as  a practical  matter.  There  isn’t  a thing 
that  GAO  does  not  get  except  this  one  evaluation  report.  I am  not  falling  back 
now  on  legal  distinctions  or  principle  here.  I am  saying  in  effect  that  if  ICA 
wanted  to  apply  the  'Executive  privilege,'  GAO  would  not  see  one  thing  because 
practically  every  document  in  our  agency  has  an  opinion  or  a piece  of 
advice  * * V' 
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Mr.  Chairman,  I Bhuddcr  to  think  what  the  result  would  be  if  this  interpretation 
of  the  Attorney  General’s  “Executive  privilege”  doctrine  should  be  applied  by 
every  department  and  agency  in  the  executive  branch. 

The  CongresB  cannot  allow  this  position  to  stand  unchallenged.  If  the  present 
law  is  interpretated  in  such  fashion,  Congress,  through  its  agent,  the  General 
Accounting  Office,  will  be  powerless  to  secure  the  information  it  needs  in  Order 
to  discharge  its  ow'd  constitutional  legislative  duty. 

Congress  already  has  taken  one  step  to  remedy  this  situation.  Public  Law  86- 
108,  enacted  by  Congress  earlier  this  year  and  signed  by  the  President  on  July  24, 
1959,  specifically  amends  the  Mutual  Security  Act  of  1954  to  require  the  Inter- 
national Cooperation  Administration  to  furnish  the  General  Accounting  Office  and 
appropriate  committees  of  Congress  all  documents,  papers,  communications, 
audits,  reviews,  findings,  recommendations,  reports,  and  other  material  relating  to 
the  operations  or  activities  of  the  International  Cooperation  Administration. 
Section  113  of  H.R.  8385  simply  puts  teeth  into  this  requirement  by  providing  that 
if,  despite  Public  Law  86-108,  the  International  Cooperation  Administration 
withholds  any  document,  paper,  communication,  audit,  review,  finding,  recom- 
mendation, report,  or  other  material  relating  to  the  administration  of  the  mutual 
security  program,  its  funds,  with  certain  exceptions,  shall  be  cut  off. 

When  the  President  signed  Public  Law  86-108,  he  stated: 

“I  have  today  signed  II. R.  7500,  a bill  amending  the  Mutual  Security  Act  of 
1954.  Three  amendments  made  by  the  bill  concern  disclosure  by  the  executive 
branch  of  information,  documents,  and  materials  relating  to  the  mutual  security 
program  or  certain  of  its  aspects. 

“I  have  signed  this  bill  on  the  express  premise  that  the  three  amendments 
relating  to  disclosure  are  not  intended  to  alter  and  cannot  alter  the  recognized 
constitutional  duty  and  power  of  the  Executive  with  respect  to  the  disclosure  of 
information,  documents,  and  other  materials.  Indeed,  any  other  construction 
of  these  amendments  would  raise  grave  constitutional  questions  under  the  historic 
separation  of  powers  doctrine.” 

If  by  these  words  the  President  meant  that  the  International  Cooperation 
Administration  did  not  have  to  obey  the  requirements  of  Public  Law  86-108 
pertaining  to  disclosure  of  information,  and  if  Congress  acquiesces  in  tins  interpre- 
tation then  the  disclosure  provisions  might  as  well  not  have  been  included  in  the 
law  in  the  first  place.  Once  Congress  decided  these  provisions  were  necessary, 
and  enacted  them,  it  embarked  on  a path  from  which,  as  a practical  matter,  there 
is  no  retreat.  To  retreat  now,  by  not  putting  teeth  into  the  requirement  of 
disclosure  contained  in  Public  Law  86-108,  would  be  to  accept  and,  in  effect,  to 
endorse  the  Attorney  General’s  doctrine  of  unlimited  “Executive  privilege.” 

Just  recently  James  Burnham,  the  well-known  student  and  commentator  on 
the  economic  and  political  organization  on  our  modern  American  society,  in  a 
book  entitled  “Congress  and  the  American  Tradition,”  expressed  the  view  that 
unless  there  is  a reversal  of  the  present  trend,  Congress  eventually  will  lose  most 
or  all  of  its  powers  to  the  executive  branch  of  our  Government.  While  I do  not 
necessarily  subscribe  to  everything  Mr.  Burnham  has  said  in  his  book,  there  is 
amply  historical  justification  for  at  least  part  of  his  concern  about  the  continued 
existence  of  Congress’  traditional  policymaking  role  in  our  political  system.  Each 
time  an  executive  department  or  agency  improperly  withholds  information  from 
Congress,  there  results  simply  another  diminution  of  congressional  power  and  a 
corresponding  increase  of  power  in  the  hands  of  the  executive  branch.  Certainly 
each  time  this  occurs,  the  dauger  envisioned  by  Mr.  Burnham  becomes  more  a 
reality. 

Section  113  of  H.R.  8385  obviously  will  not  eliminate  all  mis-citations  of  the 
“executive  privilege,”  or  prevent  all  improper  withholdings  of  information  from 
the  Congress,  but  it  is  a necessary  step  in  the  right  direction,  and  I strongly  urge 
its  favorable  consideration  by  this  committee. 


Language  ExrtANATiONS 


Senator  Magnuson.  Without  objections,  tlw  explanation  of  lan- 
guage changes  prepared  by  the  ICA  will  be  inserted  into  the  record. 
{The  document  referred  to  follows:) 
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MtlTl'Ag,  SECURITY  APPROPRIATION 

pro roMKi>  i,ak<iuaoii 

(Deletions  Indicated  by  bracket*,  new  language 
by  Italic) 

Item 
No. 


mutuai.  hkophity  funds  appuopki- 

ATKD  TO  TUB  PKKS1DNNT 

1 For  ci|>eneee  necessary  fnenablt*  the  l’realtlent 
to  carry  out  tho  provision!  of  l lie  Mutual  Me- 
eurlty  Act  of  IBM,  u amended,  to  remain  avail- 
able  until  Jim*  30,  riwuj  1 MO  unite*  otherwlM 
il'fottw  herein,  m M1owi; 


3 Military  assistance:  For  wlatanoo  authorised 
by  aectlnu  108(e)  to  awry  out  the  purposes  of 
chanter  I (Including  admin  tlratlvo  ariwmsee  m 
authorlted  bv  icctlon  lOSill,  which  shell  not 
exceed  Ufl.MW.noo  for  the  Mao*  I yw  IIBAUJ  KW9, 
end  purchase  for  replacement  only  of  passenger 
umtor  sehtcio*  for  use  ahrend)  [il,51ft,t)iJU,0UU] 
(t .tkV.OOO.OCtt.  to  rrirwia  ardlfoM.-  until  rzptndtd; 
stkf  m ntipndrd  baltnttt  Of  fundi  krrrlofor*  maid 
ofoiloldt  for  purpose!  of  lection  161(a)  err  htukr 
contolidaltd  tcltk  tkio  appropriation  one  ikoil  r«- 
moin  otoUaOl*  for  Ms  rams  purpttei  end  time 
period:  ProridtJ,  (kef  Ms  unrxptndtd  fmlonttt  of 
fund*  Kmtofou  mod*  oralfaNr  undei  Mr  Aradlng 
“SUlilarw  Construction,  /orsign  countries,"  In 
tkaptrr  IX  of  (U  Supplt  mental  Appropriation 
Art,  IMS,  i Ml  to  oomatMoied  triM  tkio  appro- 
priation; 


JvtiX  26,  1659. 

Lanudaoh  for  Kihcai*  Year  I960 


KXPI.AN  ATU1N  C1F  I.A  Null  ADR 


Horn 

No. 

Tho  hinrimyo  which  Is  prnposod  provides  for 
appropriation*  to  carry  out  Lli«  provision*  of  Ihe 
Mulilnl  beetirUy  Act  of  lU.M.  H»  amended.  Moat 
of  liiMcrtyii iroprlol lone  aio  rcipicai cil  pursuant  to 
aulhorltallons  l<>  lx*  Inserted  In  llml  act  by  the 
proposed  Mutual  Mccurlty  Act  of  10911  (referred 
to  below  os  lh*>  "Hut horlmi Ion  MU")  now  (lend- 
ing before  the  < 'impress.  A few  arc  requested 
purlllalit  li>  milt  inn)  i ik  «r  existing  siiHmrlratUina 
now  contained  In  the  Mutual  Hceiirlty  Act  of 
l CM,  ns  amended.  The  jt  tat  I (lent  Iona  Tor  these 
npproprlatlim*,  Including  detailed  explanations 
of  the  purposes  for  which  these  appropriations 
aro  requested,  me  set  forth  In  the  presentation 
books  it  ml  materials  submitted  In  (ho  com  mil  toe 
and  will  lw  further  doscrlbed  In  the  testimony  to 
lie  given  by  witnesses  who  w ill  appear  bcf»ru  the 

COIIIIllitlCO. 


t This  Innruaf o states  Dial  the  r<ii|iuute*l  appro- 
priations are  for  purposes  of  carrying  out  lliu  pro- 
visions of  the  Mutual  Security  Act  of  IBM,  a* 
amende*!.  The  language  l|>eclftM  that  these 
appropriations  mo  to  remain  avails  Die  until  June 
30,  11X10  unless  othnrwlse  ipoclfled  in  this  pro- 
posed appropriation  act. 

9 This  language  appropriate*  funds  for  military 
assistance.  The  language  provides  that  not  to 
exceed  133  million  of  ttli)  amount  appropriated 
may  lie  maxi  for  administrative  expenses  of 
carrying  out  military  assistance  programs  ad- 
ministered hy  tha  Department  of  Defense.  It 
also  provides,  as  It  did  Inst  year,  that  funds  may 
ho  used  for  the  purchase  of  passenger  motor 
vehicles,  for  replacement  only,  for  use  abroad. 
Funds  for  infrastructure  have  txxm  Included,  as 
thoy  havo  boon  beginning  in  llscul  year  1038,  In 
the  proposed  authorisation  and  appropriation 
for  military  assistance.  The  language  provldoa 
that  tho  appropriation  for  military  Assistance 
shall  remain  avalluhlo  until  expended  as  author- 
ised In  the  authorisation  act.  Tho  oiocutlva 
branch  strongly  urges  shot  those  funds  be  avail- 
able on  that  basts.  Tho  languago  also  provides, 
consistent  with  the  no- year  availability  of  the 
proposed  military  assistance  appropriation  and 
with  section  If*  of  the  Mutual  Security  Appro- 

£rlathm  Act.  IBM,  as  amended,  that  unoxpended 
slsnoos  of  funds  previously  rnado  available  for 
military  assistance  shall  bo  consolidated  with  the 
new  appropriation  and  shall  rometn  available 
for  the  same  purposes  and  time  period,  Finally, 
the  languago  oouaolldatos  Into  one  account  funds 
made  aval  fable  to  the  Department  of  Defense  for 
Infrastructure  hy  the  Supplemental  Appropria- 
tion Act,  1333  (which  have  all  been  oh'lgaiod), 
with  funds  made  available  to  the  President  for 
ioftattneture  by  the  Mutual  Security  Act  of 
IBM,  as  amende*),  and  allocated  by  him  lo  the 
Department  of  Defense.  Tho  consolidation  of 
those  funds  will  jiermll  liquidation  of  & 11  obliga- 
tion! for  Infrastructure  from  one  amount. 
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PROPOSED  bANOUAOK 


EXPLANATION  OP  LANOUAOE 


Item 

No. 

I r>rfpn*c  ntiiiport : For  nsalitata-e  authorlipd  by 
■action  131(1)1,  Hrotidti,  That  not 

less  than  Wo, 000,01  JO  ihereof  shall  ho  available  for 
Haul 1 1 exclusive  of  technical  oooporatlon]  IM8,* 
000 /XX),  to  rtmain  oealloUt  until  tiptndtd; 


4 Development  Loan  Fund:  For  advances  to 
tlm  Develop)! icut  Loan  Fund,  as  aulhoritml  by 
■action  203.  (thill, i<W,00U]  la  remain  available 
until  exiwndod.  ami  to  become  available  us  fol* 
lown:  «l urinft  U)b  fiscal  your  I Will.  DtfJ.IJIIU.OOO, 
and  during  Itio  fiscal  yeur  iUUi,  tOUO,llXI,0(JU. 


8 Technical  coo|>eration,  general  authorisation; 
Foe  asaWiunco  nulhorlsud  by  section  304, 
(1130,000,0001  1 179, too, m to  rcusain  acailaUi 
unfit  uptndta; 


0 United  Nations  expanded  program  of  tochnlcul 
assistance  and  related  fund:  For  contrlbutloni 
authorised  by  section  800(a),  (MO.OOO.OUOJ 
MO, 000,000; 


7 Technical  cooperation  programs  of  the  Orgeat* 
ration  of  American  (Hales:  For  contributions 
authorised  by  section  900(b),  11,800,000; 


B Special  assistance,  general  authorisation:  For 
assistance  authorised  by  section  400(a),  ($2U0,* 
000,000]  tt7 1,900,000: 

9 Intergovernmental  Committee  for  European 
Migration:  For  contributions  authorised  by 
erclloil  404(A),  (1)2, NX), 000]  HtJOOfiOO.  PtooUtd, 
That  no  funds  appropriated  In  this  Act  shall  be 
used  lo  assist  directly  In  the  migration  to  any 
nation  In  the  Western  Hemisphere  of  any  person 
not  haring  a security  clearance  based  on  reason- 
able standards  to  Insure  against  Communist 
Infiltration  in  the  Western  Hemisphere; 


Item 

No. 

S This  language  appropriates  funds  fur  defense 
support,  Tlio  language  earmarking  a spcolllud 
amount  for  Hpuln  [a  oinittod.  The  executive 
branch  opiwmaa  tills  tyjra  of  earmarking,  within 
a general  appropriation,  of  u ejtor-lfla  amount  for 
use  only  for  n particular  nuimtry.  Buch  ear. 
markings  create  dlltkultlcs  with  other  countries 
and  raise  questions  why  other  countries  should 
not  also  be  ilngted  out  for  such  preferential  treat* 
tnenl.  They  also  linpulrouruhllJly  to  use  avail* 
ehlu  funds  with  maximum  effectiveness  In  no* 
colli  pi  laid  ng  U.H.  objectives,  since  they  weaken 
our  negotiating  position  with  tlio  pitrllt'itlur 
country  Involved  and  Imga-du  inuklug  adjust* 
tnciita  In  program  plans  iien-vsllntid  hy  develop- 
ments that  occur  during  ilie  louroo  ol  a fiscul 
year.  Tlio  Janguags  also  provides  that  the  up- 
proprtallou  ahull  remain  nvalbiblo  until  ex* 
jicmlod  ua  aultiorliod  In  the  Mutual  Hecurlty 
Art.  Thu  executive  branch  aonsldcis  II  prefer* 
able,  and  Is  lherili.ru  requesting,  Unit  this  appro- 
priation bo  avultahhi  on  a no-yoar  basis,  but  It  Is 
not  now  making  a special  effort  to  ohluln  such 
availability. 

4 This  language  appropriates  funds  fur  rapltal* 
lent  fori  for  tho  Development  Loan  Fund,  Til* 
lungimgu  provides  that  the  appropriation  Is  to 
rouiulii  available  until  (upended  In  accordance 
with  the  eilsilng  authorisation  for  an  appropria- 
tion for  ca|iltalliatloo  of  the  development  U»m 
Fund,  which  provides  that  such  appropriation 
!b  tu  1<«  available  without  fiscal  year  limitation. 
The  executive  branch  cojisldera  ft  of  critical  Im- 
portance that  the  u|i|irnprh.tion  fur  the  Fund  he 
madn  available,  as  alt  prior  appropriations  Pa- 
th* Fund  have  been,  without  fiscal  yeur  limita- 
tion. 

8 This  language  appropriates  funds  for  technical 
cooperation,  the  language  provides  that  the 
I- 1 1 propria  I lou  fur  lerliulcal  cooperation  shall 
remain  available  until  eipended  In  accordance 
with  tho  uuthurtcntlon  for  this  appropriation. 
The  executive  brunch  considers  It  preferable  that 
these  funds  be  available  on  a no-year  basis  hut 
Is  not  now  making  a special  effort  to  obtain  such 
availability. 

0 This  language  appropriates  funds  for  contribu- 
tions to  the  United  Nations  expanded  program 
of  technical  aslUtance  and  to  Inc  related  fund, 
known  aa  the  Hpeelal  Fund.  Thu  appronrla* 
lion  wilt  be  available  for  obligation  during  fiscal 
year  1900  for  oomrthutloru  to  cover  the  1J.8. 
share  for  this  purpose  for  calendar  year  I960. 
The  total  of  such  oomrlbuilcoa  Is  limited,  by 
section  106(a)  of  the  Mutual  Security  Act  of 
HIM,  as  amended. 

7 ThU  language  appropriate!  funds  for  contribu- 
tions to  the  technical  cooperation  programs  of 
the  Organization  of  American  (Hates.  Thu  ap- 
propriation will  he  available  for  obligation  dur- 
ing fiscal  year  I960  for  contributions  to  cover  the 
U.ff,  share  of  that  program  for  calendar  yeur  HMo. 

9 This  language  appropriate*  fund*  for  special 
assistance. 

9 ThU  language  appropriates  funds  for  contribu- 
tions to  tbs  Intergovernmental  Committee  for 
European  Migration.  ThU  appropriation  wui 
be  available  for  obligation  during  fiscal  i960  for 
oontrlbutlone  to  cover  the  UJf.  share  of  that 
program  for  calendar  year  I960.  ThU  requeued 
appropriation  Is  basedupon  a continuing  author- 
isation now  contained  In  section  406(a)  of  the 
Mutual  Bacurlty  Art  of  1964,  as  amended. 
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mutual  sEcunrrr  appropriations,  1900 


PH0F08*D  LANOCAOS 

It»m 

No. 

10  rrogrom  of  United  Nations  High  Coir  ml*, 
•loner  for  Refugees:  For  contribution*  authorised 
by  Mot  loo  «M{0).  Di.aoo.oao]  tt,ioo,ooo; 


11  Ksrapee  program'  Y >r  assistance  authorised  11 
by  section  «*(dl.  f»*, *».<«)]  ti.toojm: 

II  United  Nation*  rhildrsu’s  Fund:  For  conlrl-  II 

Jttllons  authorised  by  aotllon  40fl,  ||ll,OOC,UOO] 
ItflOOfiOO. 


II  Unit*)!  Notion*  ltollor  nml  Work*  Agency:  in 
For  oontrltwillon*  and  «>i>endllnr*.i  mil liorlrcnl 
by  Section  4tt7,  f7A,lX*l,lkl)  ond  In  addition  tho 
Unobligated  bolalKy*  of  fundi  llftololoro  nnwtn 
available  for  Chla  pur peso  ora  continued  nv. ill- 
able; 


SXFLANATIOM  Of  LANOUAtJ* 

Item 

No. 

10  Till*  languag*  provide*  for  an  appropriation 
for  contributions  to  tha  program  of  the  United 
Nation*  High  Co  in  ml*i  loner  for  Refugees  for 
sssUUnoe  to  refugee*  undar  hi*  mandata.  Thl* 
appropriation  will  ha  available  for  obligation 
during  fiscal  year  1900  for  contribution*  to  cover 
the  U.fl.  there  of  that  program  for  calendar  year 
IW*>. 

Title  language  approprlatee  fund*  for  the 
eacHtxM  program 

Thl*  language  apiwnpr  lata*  fund*  Tor  contribu- 
tion* to  (he  United  Nation*  ('hlldten'l  Fund. 
This  a|i|iro|ir|ntloD  will  he  available  for  obliga- 
tion during  llicul  year  1900  for  contributions  to 
rover  the  u.8.  share of  tlinl  program  for  calendar 
yetr  IIM). 

Thl*  Innguuga  appropriate*  fund*  for  oblige- 
tlon  during  llsml  year  locfl  for  contribution*  to 
the  United  Nutlon*  Itcllef  nnd  Work*  Agency 
for  IMIeMlne  Refugee*  In  the  Near  Fait  or  for 
expenditure  Ihnmgh  other  agenda* . The 
language  also  ninllntjw  evullable  unobligated 
htiliimtM  heretofore  made  available  for  thl* 


U Ocean  freight  charge*.  United  Kioto*  voluntary 
relief  agencies'  For  payment*  mitliortud  by 
taction  40B<e>,  IM,lon,otWl  M.W.otW; 

IS  [Dontrol  Act  expenses:  For  mnrving  out  iho 
purposes  of  the  Mutual  Defense  Assistance  ron- 
unl  Act  of  list,  a*  authorlicd  by  sect  Ion  410, 
tl,<H0,00O;j 


IS  Oencral  administrative  exiwnscs:  For  eiptu.se* 
authorlicd  by  section  41Kb),  [*33,000,000] 

tw.wo^wo: 


it 


IS 


to 


IT  Atom*  tor  t’cace:  For  assistant*)  authorised  by  17 
eecifon  419,  [13,300,000]  W.WO.tW; 

IS  Preddenf#  flpedal  Authority  and  Contln-  IS 
cency  Fund:  For  assistance  authorlicd  by  see- 
Uon  4sl(b),  tlifMs.aw.ooo.i  irtw.ooo.rod. 

II  FPrasIdiinv*  Fund  for  Allan  Kcouomle  Do-  19 
vrloprarnt:  Unobligated  balance*  of  fund*  here- 
tofore made  available  for  the  President**  Fund 
for  Allan  Konnomlc  Development  are  hereby 
oonllnutvl  available  for  tho  (Weal  year  IMS  tor  tho 
purpoeee  for  which  originally  appropriated.] 

30  UaeNfgafM  Balaam  tf  (unit  A rrefo/ers  rm id*  10 
•noilaWr  «*d*r  eat* wiry  of  (Ai  A/ufuef  Sr  cur  Us 
ArieflMf.Maramdrtf,  anaetredsWr  a*  tfJuniiu, 

IHt,  err,  tretpt  m orArrtrl**  prerfdrd,  ktttbf  eoa- 
baaed  a roftow  /or  (Ae  firm!  yrer  I9*j  /art  Area  me 
yeeeref  perpasu  fw  wAfrA  appropriated. 


71  Fund*  appropriated  under  each  paragraph  of 
this  Act  (other  than  appropriations  under  the 
bead  of  military  assistant*)}.  Including  unobli- 
gated ba  husoes  oontlnued  available,  and  amounts 
aertlBed  pursuant  to  aection  1311  of  the  Supple- 
mental Appropriation  Act,  19V),  a*  having  won 
obligated  against  appropriations  heretofore  mado 
fbr  the  same  general  purpose  as  such  paragraph, 
which  amount*  are  hereby  continued  available 
(except  a*  may  otherwise  be  specified  In  this  Act) 
hr  the  same  period  a*  the  respective  appropria- 
tion* In  thl*  Aot  for  tbe  tame  general  purpose, 
may  be  ooosolldated  In  cm  actMunt  for  each 
paragraph. 
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purpose. 

Thl*  language  appropriates  fund*  for  use  In 
reimbursing  ollilbla  U.B.  voluntary  nonprofit 
relief  agendo*  lor  ocean  freight  co»ta  on  ship- 
mrntnof  relief  supplies. 

Thl*  latijpotgs  i*  omitted  since  It  t*  proposed 
in  the  trending  authorization  hill  that  section  410 
bo  repealed  ami  that  appro|rrlatlon*  to  carry  out 
the  objective*  of  the  Mutual  Defense  Assistance 
t.'ontnd  Act  of  till  <l!*llle  Art)  he  Included  III 
tho  ts-rniancnt  nulhoriratlnn  of  aection  411(c)  for 
appropriation.*  to  tbe  Department  of  Blslc  cov- 
ered hy  Item  23  below. 

Till*  language  approprlatee  fund*  for  adtnlnle- 
trntlvo  expense*  of  carrying  out  the  provision*  of 
the  Mutual  Security  Act  of  ISM,  a*  amended 
fother  than  cxiwnsc*  of  administering  mllitrvry 
assistance  and  tlie  Development  Loan  Fund,  and 
State  Dc  pa- In  lent  administrative  and  other  ex- 

{ lenses  covered  by  (tout  33  below)  and  ad  min  Is- 
ratlvo  expense*  Incurred  by  any  agency  admin- 
istering ntminllllary  tu-l*tnnce  (e.y.,  ICA)  In 
carrying  out  function*  tinder  the  Agricultural 
Trade  Development  nnd  Assistance  Act  of  IBM, 
as  amended  (Public  Law  *#0). 

Thl*  language  approprlatee  fund*  for  assistance 
to  promote  tho  peaceful  uses  of  atomic  energy 
abroad. 

Thl*  languttgo  appropriate*  fund*  for  tbe  con- 
tingency fund. 

Thl*  language  1*  omitted  In  view  of  the  genera] 
language  of  Item  70.  It  t*  expected  that  most  of 
tho  unobligated  balance*  which  were  continued 
available  for  thl*  purpose  by  the  Mutual  ftecurtty 
Appropriation  Act,  IftM  (which  amounted  to 
(3.743,000),  will  be  obligated  as  of  (ha  end  of 
fiscal  year  IBM. 

Pursuant  to  authorisation  provided  In  soot  Ion 
MI  of  the  Mutual  Security  Art  of  I0M,  a* 
amended,  this  language  continue#  available  lo 
fiscal  year  IM0  for  tba  some  general  purpose* 
unobligated  balance*  or  fund*  previously  appro- 
priated under  authority  of  the  Mutual  Security 
Aid  of  19M,  which  ora  available  ■*  of  June  JO. 
1IW.  a*  amended,  other  than  funds  appropriated 
for  military  wiitincB. 

Tbu  provision  repeat*  Idsntlcol  language  con- 
tained In  tha  Mutual  Security  Appropriation 
Act.  IBM.  ft  provide*  lor  tbe  continued  avail- 
ability of  obligated  balance*  of  fund*  heretofore 
made  available  under  the  Mutual  Security  Act 
of  IBM,  a*  amended,  except  such  ha  lance*  of 
fund*  heretofore  made  available  for  military 
assistance,  which  are  coveted  by  taction  108  of 
the  Mutual  Security  Appropriation  Act,  IBM, 
a*  Amended.  The  language  provide*  that  suoh 
obligated  bolnncea  and  unobligated  balances 
which  arc  oontlnued  available  may  he  consoli- 
dated with  the  current  appropriations  for  tho 
some  general  purpose,  such  balances,  when  so 
consolidated,  being  subject  to  tho  provision*  of 
law  applicable  to  such  current  appropriation. 
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PROFOgKD  LANQU AOB 
DEPARTMENT  OP  STATE 

IlAtn 

No. 

33  Administrative  and  othtr  expeusee:  For  ex- 
ntinins  of  Iha  Dejortinent  of  Stile  m authorlxed 
by  Motion  411(e)  of  the  Mutual  Security  Act  of 
litt,  as  amanded,  1*6,603,  WO)  ttMifiK. 


EXPLANATION  OP  LANOOAOl 


Item 

No. 

33  This  language  appropriate*  fundi  to  th* 
Department  of  Stile  for  fiscal  yew  iwflo  pursuant 
to  s continuing  authorization  In  aectlpn  411(c) 
for  administrative  ei  pc  uses  Incurred  for  func- 
tions of  the  Department  under  the  Mutual 
Security  Act  of  1964,  as  amended,  or  for  normtl 
functions  of  t ho  Department  which  relate  to 
functions  under  that  W.  end  etao,  pursuant  to 
an  amendment  proposed  to  he  Insetted  by  the 
pending  author  I ration  hill  in  ercilon  411(c),  for 
expenses  of  the  Department  In  carrying  out  the 
objectives  of  the  Mutual  Defense  Assistants) 
(’iintrol  A cl  of  IV41  (Hut  He  Act  I.  This  proposed 
chnjiro  Is  a suhslltiltu  for  the  separate  appro* 
prktllun  In  tlm  President  for  expense#  of  carrying 
out  the  objectives  of  the  Battle  Act  formerly 
inode  pursuant  to  tlia  authority  of  section  410 
of  the  Mutual  Security  Act  of  1944,  now  pro- 
posed to  be  repealed  hr  the  pending  authoriza- 
tion hill,  and  Is  consistent  with  th#  present 
arrangement  under  which  tho  Department  of 
Slate  administers  tho  Battle  Act.  more  appro- 
priations for  carrying  out  tho  objective*  of  the 
Battle  Art  will  continue,  us  to  the  past,  to 
Include  both  administrative  and  other  expenses, 
tha  heading  of  the  appropriation  Item  has  been 
amended  accordingly. 


OOUPOKATIONti 


33  The  Development  Loan  Fund  Is  hereby  33 
eulliot Ited  to maku  such exiiemllturcs  within  tho 
limits  uf  funds  available  to  It,  und  In  accord  w It  Ji 
law,  ar.d  to  Uiaku  »ud>  oontcaoU  and  coinndt- 
ineuts  without  regard  to  fiscal  year  limitations  us 
provide!  In  section  lof  of  tho  (luvernunml  Cor- 
poration Control  Act,  as  amended,  as  may  be 
necessary  In  currying  out  the  proarums  ml  forth 
in  die  budget  for  the  fiscal  year  [IvAU]  I9W  for 
such  corporation,  except  as  herclnulter  provided: 


LIMITATION  ON  ADMINISTRATIVE  EX- 
PENSES, DEVELOPMENT  LOAN  FUND 

34  Not  to  exoecd  1*1,360,000)  tfiiO.OOO  of  the  34 
funds  of  th<«  Development  Loan  Fuud  shall  bo 
available  dining  the  fiscal  year  I1949J  ttw  for 
adtululstrudve  expenses  of  the  Fund  covering 
the  categories  eat  forth  In  the  fiscal  year  [ltisyj 
JW?  budget  estimate  lor  such  osponsaa. 

OENKHAL  PROVISIONS 

34  [Bsc,  103.  No  port  of  any  appropriation  con-  34 
tamed  in  this  Act  shall  be  used  for  publicity  or 
propaganda  purposes  wllliln  tho  United  Shite* 
not  beratoture  authorised  by  (be  Congress.) 


38  See.  [103]  iOt.  Laymen ti  mad*  from  fundi  36 
appropriated  herein  for  engineering  km  and 
aerrloM  to  any  Individual  engineering  firm  00 
any  one  projeot  In  eioess  of  434,000  shall  be  re- 
ported to  lb*  Committee  on  Appropriations  of 
the  Ssnate  and  Douse  of  K«pro**nt*  lives  at 
least  twice  annually. 


This  provision  reiieets  Identical  language  con- 
tained In  the  Mutual  Hecurlly  Appropriation 
Act,  i960,  and  Is  standard  Language  customarily 
enacted  by  the  CoNgrw*)  pursuant  lo  section  104 
of  tbo  (lovemnicnt  Corporation  Control  Act, 
as  amended  (31  If. 8.0.  446),  with  rt*i>oct  to  the 
annual  budget  programs  of  Dovurnuient  cor- 
partitions  transmitted  to  tbo  Congress  In  ac- 
cordance with  that  act.  The  Development  I-oon 
Fund  was  eat#  bits  lied  lost  year  os  a wholly- 
owned  Govern  merit  corporation  subject  to  (be 
applicable  provisions  of  the  Government  Cor- 
poration Control  Act. 


This  language.  In  accordance  with  the  cus- 
tomary praetteo,  is  Included  In  conjunction  with 
tho  coriiorullon  languago  In  Item  33  to  set  a 
celling  on  tho  amount  of  funds  of  the  Develop- 
ment 1-otm  Fund  llmi  may  ho  obligated  In  fiscal 
year  1913)  for  administrative- type  espouse*  a* 
described  In  tho  budget  estimates. 


This  language,  which  was  originally  Inserted 
in  the  Mutual  Security  Appropriation  Act 
J96K,  during  floor  debate,  la  idoutJosl  in  sub- 
stance to  live  permanent  prohibitory  (jrovlxlon 
in  section  AUH  of  the  Mutual  ficcuriiy  Act  of  19*4, 
as  amonded,  and  Is  therefore  i-irirrtfrr  dup- 
lication. For  this  reason  the  executive  Branch 
recommends  that  tho  language  b*  omitted, 
although  It  would  not  object  to  Its  Inclusion. 

This  section  was  originally  Inserted  In  the 
Mutual  Security  Appropriation  Act,  1944,  by 
the  House  Appropriations  Commute*  and  ha* 
been  repealed  In  each  annual  Mutual  Security 
Appropriation  Act  since  then.  While  tbs 
executive  branch  would  prefer  the  ellmlnattoo 
of  the  provision  because  of  the  administrative 
expense  Involved,  It  will  not  oppoee  Its  mei  pylon 
for  fiscal  year  I960. 
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PHOTO BED  LANOTTAOB 


EXPLANATION  Of  EAIIQUAQB 


Item 
No. 
V 


(It 


[BBC. 
lied  'I 


1M.  Except  tor  the  appropriations  en* 
President's  special  suihorlly  tod  con- 
tingency (Hud1’  and  ''Development  lean  fund", 
not  more  thmi  X)  per  centum  of  any  appropria- 
tion Item  made  available  by  this  Act  shall  be 
obligated  and/or  reserved  during  the  lait  mouth 
of  availability.] 


Item 
No. 
37 


1 Sic.  [106]  (05.  The  Congress  hereby  reiterate* 
Us  oposuion  to  the  seating  In  (be  United  Na- 
tions of  the  Communist  China  regime  tu  the 
representative  of  China,  and  It  Is  hereby  declared 
to  be  the  continuing  tense  of  the  Congress  that 
the  CommuuUt  regime  In  Chins  has  not  demon- 
strated its  willingness  to  fulfill  l‘ie  obligations 
contained  In  the  Charter  of  the  U.iitcd  Nations 
and  should  not  be  recognised  lorep-eaenl  China 
In  the  United  Nations.  In  the  ever  t of  the  seat- 
ing of  representatives  of  the  Chinese  Communist 
regime  In  the  Security  Council  or  lenoral  Aa- 
Seinbly  of  the  United  NallorJ,  the  President  U 
reguested  to  Inform  the  Con  grew  ; neofer  as  Is 
compatible  with  the  requirements  of  natloDai 
security,  of  the  implications  of  this  i etlon  ujxut 
the  foreign  policy  of  the  United  flliitse  and  our 
foreign  relationships,  Including  that  r rented  by 
membership  la  the  United  Nallons,  together 
with  any  recommendations  which  be  m.’.v  nave 
with  respect  to  the  matter. 

Sic.  [UM]  (Of.  The  appropriations  at.  1 au- 
thority with  respect  thereto  in  this  Act  ihi  11  be 
available  from  July  I,  JIMS]  iet»,  for  the  our- 
poees  provided  In  such  appropriations  and  au- 
thority. All  obligations  Incurred  (luring  he 
period  between  June  30,  [1968]  (WP,  and  the 
date  of  enactment  of  this  Act  in  anticipation  of 
such  appropriations  and  authority  are  hereby 
ratified  and  oonfirmed  U In  accordance  with  th  t 
terms  hereof. 


38 


The  executive  branch  Is  not  recommending 
that  this  language  (which,  except  for  changes  la 
the  appropriation  Items  covered,  was  originally 
Inserted  In  the  Mutual  Security  Appropriation 
Act,  1968)  be  repeated  stnee,  for  reasons  which 
have  been  indicated  to  the ootuml tree,  itdoeenot 
favor  this  gen  arid  type  of  reetrlcllon.  At  the 
same  time  It  should  be  pointed  out  that  this  re- 
striction does  not  cause  the  severe  operating 
dllllcultlee  which  resulted  from  the  more  string- 
ent  versions  of  the  raetrlctlon  which  applied  la 
previous  years.  Thus,  If  the  Congress  decides  to 
continue  this  type  of  restriction,  the  executive* 
branch  would  not  opiwse  Its  Inclusion  for  fiscal 
year  1980. 

The  executive  branch  fully  supjwrts  the  policy 
stated  In  section  106  of  the  Mutual  Security  Ap- 
propriation Act,  1969.  Even  though  similar 
statements  are  contained  In  section  101  of  the 
Mutual  tlecurlty  Act  of  1964,  as  amended,  and  la 
section  13  of  the  Mutual  Security  Act  of  1966,  U 
would  welcome  a reaittrmation  of  congressional 
policy  in  this  vital  matter. 


Sac.  [107]  tot.  None  of  the  funds  provided  by 
this  Act  nor  any  of  the  counterpart  muds  gener- 
ated ae  a remit  of  am  lit  an  oe  undsr  this  Act  or 
any  prior  Aot  shall  be  used  to  pay  pensions, 
annul  ties,  retirement  pay  or  adjusted  servloo 
compensation  for  any  persons  heretofore  or  here- 
after serving  In  the  armed  forosa  of  any  recipient 
country. 


30  This  language  is  ideuilcol  (except  for  changes 
In  dates)  to  langunge  contained  In  the  Mutual 
Security  Appropriation  Act,  1969.  It  Is  a con- 
firmatory clause  customarily  utilised  when  the 
appropriation  for  any  agency  or  program  is  not 
enacted  by  the  first  day  of  the  year  to  which  It 
applies  and  when  operations  have  temporarily 
been  financed  under  a loin!  resolution  pending 
passage  of  the  applicable  appropriation  act.  II 
movidss  that  the  sptwoprUtlons  contained  In 
this  proposed  appropriation  aot  shall  be  available 
from  the  first  day  of  fiscal  year  1960,  end  that 
funds  available  after  June  90.  1969,  for  use  under 
the  Mutual  Security  Act  or  19M,  os  amended, 
ms;  be  obligated  between  that  date  and  the 
effective  dete  of  this  proposed  appropriation  act 
In  accordance  with  the  provisions  of  this  appro- 

Kiailou  act  and  of  the  Mutual  Security  Act  of 
M os  emended  by  the  pending  authorisation 
bill. 

10  The  executive  branch  doe*  not  object  to  this 
provision  as  It  hoe  not  used  and  doe*  not  plan  to 
use  any  mutual  security  fund*  or  counterpart 
to  pay  pensions,  annuities,  retirement  pay  or 
adjusted  service  compensation  for  any  persons 
serving  In  the  armed  force*  of  any  recipient 
country.  At  was  mode  dear  In  th*  executive 
brunch  position  paper  to  tb*  conference  com- 
mittee on  tost  year's  appropriation  Mil,  the 
executive  branch  interpret*  this  section  et  pro- 
hibiting payments  which  will  go  directly  to 
retired  or  inactive  mem  ben  of  the  armed  earrtcee 
of  the  recipient  countries,  but  os  not  requiring 
it  to  ascertain  the  ultimate  use  of  funds  made 
available  to  recipient  oeantrle*  for  payment  of 
eel  or  lee  or  wages  to  persons  presently  or  hereafter 
serving  in  the  armed  services  of  the  recipient 
country.  Nor  would  this  lengusge  prohibit 
payment  of  twneflts  designed  to  tee*  th*  sdjiuv- 
ment  of  discharged  servicemen  to  civilian  llie, 
■uefc  as  payment*  similar  to  the  mustering -out 
payments  provided  for  in  M U.8.O.  «9l-49]g. 
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PROPOSED  LANGUAGE 

It«m 

No. 

31  [Sic.  108.  Not  to  exceed  <0  per  centum  of  the 
foreign  currencies  heretofore  generated  In  any 
country  under  lection  403  of  the  Mutual  Security 
Act  of  19M,  as  amended,  may,  notwithstanding 
prior  provision*  of  law,  hereafter  be  used  In 
accordance  with  the  provisions  of  that  section: 
Prodded,  That  quarterly  reports  of  the  use  of 
foreign  currencies  pursuant  to  this  section  shall 
be  submitted  to  the  Committees  on  Approprl*. 
lions  of  the  Senate  and  House  of  Representative*.  1 


EXPLANATION  OF  LANGUAGE 

Item 

No. 

31  Section  !08  of  the  Mutual  Security  Appropria- 
tion Act.  19M,  constitutes  permanent  legislation 
and  need  not  be  repeated  in  the  laoal  year  1900. 
appropriation  legislation. 


COMMITTEE  RECESS 

Mr.  Parsons.  Thank  you  very  much. 

Senator  Maonuson.  Thank  you,  gentlemen,  for  your  appearance. 
We  will  adjourn  now  until  10:30  tomorrow  morning. 

(Thereupon,  at  1 :20  p.m.,  Tuesday,  August  18,  1959,  the  committee 
waB  recessed,  to  reconvene  at  10:30  a.m.,  Wednesday,  August  19,. 
1959.) 
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WKDNKSSAT,  AUGUST  10,  1050 

U.S.  Senate, 

Committee  on  Appropriations, 

Washington,  D.C. 

Tho  committee  met,  pursuant  to  recess,  at  10:30  am.,  in  room  1224, 
New  Senate  Office  Building,  Hon.  Carl  Hayden  (chairman  of  the 
committeo)  presiding. 

Present:  Chairman  Hayden,  Senators  Chavez,  Kllender,  Stennis, 
Monronoy,  Saltonstall,  Young,  Dworshak,  and  Allott. 

MUTUAL  SECURITY 
Mimtary  Assistance  Summary 

STATEMENTS  OF  HON.  NEIL  KcELBOY,  SECRETARY  OF  DEFENSE; 
ACCOMPANIED  BY  OLIVER  M.  GALE,  JR.,  SPECIAL  ASSISTANT 
TO  THE  SECRETARY  OF  DEFENSE;  OEORGE  W.  VAUGHAN,  ASSIST- 
ANT T0  THE  SECRETARY  OF  DEFENSE  ON  LEGISLATIVE  AFFAIRS; 
MAJ.  GEN.  ROBERT  S.  MOORE,  SPECIAL  ASSISTANT  TO  THE 
ASSISTANT  SECRETARY  OF  DEFENSE  (COMPTROLLER) ; CHARLES 
H.  SHUFF,  DEPUTY  ASSISTANT  SECRETARY  OF  DEFENSE,  ISA, 
MAP;  MONROE  LEIGH,  ASSISTANT  GENERAL  COUNSEL  FOR 
INTERNATIONAL  AFFAIRS;  L.  ADDISON  LANIER,  SPECIAL 
ASSISTANT  TO  THE  ASSISTANT  SECRETARY  OF  DEFENSE,  ISA; 
MARKLEY  SHAW,  ISA  COMPTROLLER,  AND  COL.  VICTOR  H. 
KING,  USAF,  DEFENSE  COORDINATOR  FOR  MSP  CONGRESSIONAL 
PRESENTATION,  ISA 


Gbnibal  Statement 

Chairman  Hayden.  The  committee  will  please  be  in  order. 

We  are  glad  to  have  you  here,  Mr.  Secretary.  Wo  shall  bo  pleased 
to  hear  from  you. 

Secretaiy  McElroy.  Thank  you,  Mr.  Chairman  and  mombers  of 
the  committee.  It  is  a pleasure  to  appear  before  you  on  a subject 
about  which  I have  very  strong  convictions.  I have  expressed  on  a 
number  of  occasions  my  view  that  our  military  assistance  program 
plays  a vital  role  in  the  defense  of  the  free  world  and  the  support  of 
out  national  security  policies.  General  Lemnitzer,  Mr.  Charles 
Stuff,  and  others,  have  reiterated  our  strong  conviction  that  appro- 
priation of  the  full  amount  of  funds  authorized  by  Congress  is  im- 
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pcrativo  to  our  ovorall  defense  planning.  I shall  therefore  make 
my  formal  statement  a brief  one,  and  merely  summarize  a few  points 
which  I regard  os  compelling  justifications  for  the  program  which 
wo  have  submitted. 

CONCEPT  or  t'OLLECTIVK  BKCUH1TT 

Our  military  planning,  in  fact  our  whole  plan  for  national  survival, 
has  been  built  in  recent  years  on  the  concept  of  collective  security. 
Few  informed  people  today  aro  in  disagreement  with  this  underlying 
principle. 

The  doctrino  of  collective  security  recognizes  that  the  strength  of 
the  United  States  rests  in  large  part  on  the  total  strength  of  the  free 
world  -that  we  cannot  let  any  of  the  free  nations  fall  victim  to 
Communist  aggression  without  to  that  extent  weakening  our  own 
position  and  fortifying  that  of  the  opponent. 

Free  nations  must  therefore  he  defended.  Those  countries  have  the 
manpower  and  tho  will  to  preserve  their  indopondeneo;  what  many  of 
them  lack  are  weapons.  They  particularly  lack  tho  resources,  finan- 
cial and  otherwise,  to  permit  them  to  develop  ami  proetiro  tho  more 
advanced  weapons  systems,  including  modern  aircraft,  missiles,  and 
associated  support  equipment. 

Our  program  of  military  assistance  is  designed  to  provide  such 
countries  with  the  weapons  they  need  to  mako  them  effective  partners 
in  defense,  and  with  training  in  tho  use  of  those  weapons.  The 
alternative  would  be  to  place  our  own  forcoB,  to  the  extent  that  wo 
could,  in  more  points  throughout  tho  world— in  far  greater  numbers 
than  at  present  and  at  far  greater  cost  to  this  Nation  in  money  and 
diversion  of  manpower. 

Instances  can  undoubtedly  bo  found  also  where  inefficiencies  and 
waste  have  taken  place.  It  would  be  remarkable  if  tliis  were  not  so, 
with  a program  so  gigantic  in  scope  involving  so  many  different 
peoples  with  differing  standards  of  conduct  ami  varying  degrees  of 
managerial  sophistication.  As  rapidly  as  such  instances  aro  un- 
covered, we  are  moving  to  correct  them. 

In  my  judgment,  it  would  be  tragic  indeed  if  minor  disagreements 
regarding  specific  portions  of  the  program  or  concern  over  occasional 
human  failures  should  result  in  tho  weakening  of  a program  so  essential 
to  our  own  security. 

REDUCTION  BY  AUTHORISING  LEGISLATION 

Tho  authorizing  legislation  has  already  reduced  the  original  pro- 
posal to  $1.4  billion— a reduction  of  12%  percent.  To  say  that  this 
$200  million  reduction  means  tho  difference  between  a successful 
program  and  a failure  would,  of  courso,  be  too  narrow  a calculation. 

Tho  $1.6  billion  requested  for  the  fiscal  year  1000  program  was, 
hov,  over,  based  on  a comprehensive  and  painstaking  analysis.  It 
reflected  our  very  best  judgment  as  to  the  most  austero  program  we 
could  honestly  propose  without  unduly  jeopardizing  our  over-all 
security.  Tho  Draper  Committee’s  first  interim  report  not  only 
confirmed  the  validity  of  the  full  $1.0  billion,  but  also  recommended 
an  additional  $400  million,  primarily  for  NATO  modernization.  It 
is  my  firm  belief  that  the  $200  million  reduction  tends  to  increase  the 
immediate  risk  and,  if  adopted  os  a pattern  for  the  future,  would 
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constitute  a serious  gamble  with  our  security,  bromine  the  effectiveness 
and  vitality  of  the  defense  struituro  of  the  free  world  would  he 
dangerously  impaired. 

f/AUU Kit  CONTRIBUTIONS  THOM  VARIOUS  COUNTHIE8 

There  aro  those,  including  many  proponents  of  military  assistance, 
who  contend  that  a number  of  countries  should  contribute  more  them- 
selves  in  the  interest  of  their  own  and  our  mutual  security.  I sliaro 
this  viewpoint.  Wo  have  been  making  a determined  effort  to  bring 
this  about.  Our  efforts  have  been  rewarded,  for  exmnplo,  in  tho 
recently  increased  defense  budgets  of  Italy  and  Belgium,  and  tho 
NATO  common  production  of  the  Ilawk  missile  system.  European 
NATO  countries  nave  been  assuming  an  increasing  sharo  of  the  costs 
for  maintenance  support  and  conventional  weapons,  Much  has  been 
done  through  increased  use  of  the  military  sales  program  cither  by 
cosh  sales  or  credit  sales  and  through  negotiating  more  coat-sharing 
arrangements.  However,  most  of  the  nations  associated  with  us  in 
common  dofenso  will  presumably  need  help  for  some  time,  particu- 
larly in  tho  area  of  tho  immensely  expensive  and  complicated  advanced 
weapons  systems. 

Lot  me  assure  you  that  we  will  continuo  to  tiy  to  find  ways  to 
further  the  objective  of  having  our  allies  absorb  moro  of  tho  costs  of 
defense,  particularly  os  the  economic  capabilities  of  these  nations 
improve. 

WORLD  TENSION  HIGH 

The  recent  visit  of  Vico  President  Nixon  to  Uussia  and  tho  forth- 
coming Eieonhower-Khrushchov  discussions  aro  boing  interpreted  in 
some  circles  as  portending  a general  lessening  of  international  tension. 

I am  suro  all  of  us  pray  that  world  tensions  can  be  reduced  and  peace- 
ful means  achieved  for  solving  our  basic  disagreements.  I am  suro 
everyone  in  this  room  also  agrees,  however,  that  wo  must  not  be  misled 
by  what  are  thus  far  only  surface  goaturos.  Tho  military  threat  today 
is  as  groat  as  ever;  nothing  has  happened  to  indicate  that  the  goals  of 
international  communism  nave  changed. 

Thore  will  be  a very  human  inclination  to  lower  our  guard  now,  to 
relax  somewhat  in  our  efforts.  To  follow  such  a course  would  be  the 
worst  kind  of  folly;  oven  to  suggest — to  the  public,  to  our  allies,  or 
to  the  Soviets — that  wo  aro  doing  so  would  be  most  unwise. 

A reduction  in  the  amount  this  Nation  is  willing  to  spend  to  maintain 
the  strength  of  the  free  world  defenses  might  well  be  interpreted  as  a 
decrease  in  our  determination  to  stand  jointly  with  our  allies  in  the 
common  defonse,  or  an  indication  of  a softening  in  our  attitude. 

Obviously  we  would  not  wish  to  maintain  the  $1.6  billion  level  for 
for  this  reason  alono.  The  full  program,  however,  is  a sound  one. 
and  we  believe  that  this  is  not  the  timo  for  lessening  the  support  of 
our  allies. 

MILITARY  ASSISTANCE  ESSENTIAL 

Mr.  Chairman  and  members  of  tho  committee,  the  military  assist- 
ance program  is  as  much  in  our  national  self-interest  as  the  programs 
which  put  weapons  in  the  hands  of  our  own  forces.  Both  are  absolutely 
essential  to  our  own  protection.  I strongly  urge  that  you  provide 
funds  for  this  program  to  tho  full  amount  that  has  been  authorized. 
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Chairman  Hayden.  Are  thore  any  questions,  Senator  Ellonder? 
Senator  Ellen u eh.  I have  only  one  question,  Mr.  Secretary.  I am 
not  going  to  go  into  tiny  details  of  the  programs  in  various  countries* 
However,  tho  record  already  made  will  show  that  I have  expressed 
the  belief  that  many  of  the  countries  receiving  assistance  from  us 
should  bo  helping  us  with  the  burden  wo  are  carrying  rather  than 
obtaining  aid  from  us.  Your  statement  indicates  that  efforts  aro 
being  made  to  get.  these  countries  to  do  more  but  nevertheless  wo 
continue  to  assist  them. 

What  recent  efforts  have  been  made  to  get  these  pcoplo  to  give 
more  assistance  to  us? 

KKKORTB  TO  INCHKASK  SULK-HELP 

Secret  ary  McElroy,  More  assistance  to  themselves,  I think,  is  the 
way  I would  say  it.  Tho  things  that  havo  been  going  on  include  the 

fmrehasing  of  equipment  by  tho  Germans  for  the  equipment  of  their 
orces, 

Senator  Kllender.  Tho  Germans  aro  well  ablo  to  do  that. 
Secretary  McElkoy.  I agroo,  sir. 

Senator  Ellen deh.  In  tho  past,  however,  wo  havo  given  Germany 
vast  sums  of  money  which  has  contributed  in  no  little  way  to  her 
recovery. 

Secretary  McElkoy.  That  is  right. 

Senator  Ellenoeh.  I am  just  wondering  why  other  countries  in 
Western  Europe  are  unable  to  do  what  tho  Germans  are  doing. 

Why  is  not  more  effort  inado  to  got  them  to  assist  us? 

Secretary  McElroy.  I think  your  boliof  is  that  wo  are  not  doing 
as  much  a9  we  should  and  I think  you  may  bo  right,  Senator. 

Senator  Ellkndku.  You  moan  in  that  direction? 

Secretary  McElroy.  That  is  right. 

Sonator  Ellenoeh.  That  is  what  I havo  boon  talking  about,  Your 
predecessor  said  ho  was  going  to  do  it.  What  are  you  doing  now? 

Secretary  McElroy.  I think  conditions  wero  loss  favorable  during 
the  time  0/  my  predecessor  than  thoy  are  now,  sir.  I think  the  finan- 
cial position  of  tho  Western  European  countries  has  very  considerably 
strengthened  in  tho  last  2 or  3 years. 

So  I havo  far  greater  agreomont  now  with  your  position  on  the 
strength  of  it  than  I think  I could  have  had,  say,  3 years  ago, 

FHANCB  AND  OBEAT  BRITAIN 

In  my  opinion,  Franco  is  an  example  of  a country  whore  thore  must 
be  considerably  groator  support  of  their  military  establishment,  out 
of  tlioir  own  resources. 

Senator  Ellendeu.  Why  do  we  not  permit  her  to  do  just  that? 
Secretory  McElroy.  This  program  is  not  very  heavily  weighted  in 
Franco.  And  you  talk  of  Groat  Britain.  Tho  Great  Britain  part  of 
this  is  primarily  tied  in  with  tho  IRBM. 

Senator  Ellender.  France  is  programed  to  receive  tliree  times 
more  than  last  year,  and  I believe  the  British  can  well  afford  to  pay 
for  the  IRBM's  we  furnish. 

Furthermore,  we  are  still  carrying  between  38  and  40  percent  of  the 
NATO  obligations.  That  is  what  we  are  doing. 
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SOUTH  KOREA 

Tho  situation  to  which  I have  referred  is  not  peculiar  to  Western 
Europe,  I pointed  out  yesterday  that  in  South  Korea  the  story  is 
similur. 

VVre  are  fti rnishing  South  Korea  funds  not  to  so  much  pay  for  mili- 
tary might,  but  to  give  to  the  South  Koreans  a 15  percent  margin  be- 
tween what  they  produce  ami  consume  so  that  they  eon  have  a greater 
amount  of  investment  capital. 

That  was  the  justification  given  for  defense  support  for  South  Korea, 
Do  you  agree  with  that? 

Secretary  McElroy.  Lot  mo  say,  Senator  E llender,  this  is  an  area 
of  this  program  for  which  1 do  not  have  the  responsibility  and  I would 
rather  not  comment  on  it  just  because  1 am  not  very  well  informed 
about  it. 

Senator  Kllendeh.  But  you  aro  requesting  military  assistance  for 
South  Korea,  and  you  ought  to  know  what  tno  situation  is. 

You  state  that  not  a dime  should  he  cut.  I am  showing  you  that 
defense  support  to  South  Korea  could  probably  bo  cut  by  $50  or  $00 
million. 

Greece  is  another  country  which  is  presently  enjoying  unprecedented 
prosperity  yet  Greece  is  programed  for  an  increased  amount  of  defense 
support. 

1 find,  Mr.  McElroy,  that  these  countries  will  keep  leaning  on  us  as 
long  as  wo  permit  it.  Wo  have  been  ontiroly  too  easy  with  them  and 
that  is  the  trouble,  ns  I see  it. 

Secretary  McElroy.  Let  me  make  one  observation  about  Greece, 
Senator  Ellcnder,  if  I may:  I spent  sometime  there  8 or  9 months  ago, 
tho  latter  part  of  last  year.  I do  not  believe  that  you  will  find  that  tno 
economic  conditions  there  are  quite  as  favorable  as  you  have  described 
them. 

The  measurement  I make  there,  Bir,  is  tho  Boriousncss  of  unemploy- 
ment in  Greece. 

Senator  Ellendeii.  They  have  only  8 million  poople. 

Secretary  McElroy.  Yes,  but  they  have  a million  unemployed  or 
thoy  did  liavo  last  fall,  which  was  a 12-percent-plus  figure  and  it  was 
a matter  that  thoy  regarded  vciy  seriously. 

The  other  things  you  have  said,  I don't  take  any  issue  with,  partly 
because  I don't  have  tho  knowledge,  but  I did  happen  to  have  that 
knowledge  and  I thought  it  might  bo  of  interest  to  you. 

Senator  Ellendeb.  In  the  case  of  Greece,  I want  to  be  perfectly 
fair,  since  I have  learned  just  recently  that  Greece  has  had  to  inoroase 
her  military  foroos.  That  may  be  a sufficient  roason  for  the  increased 
defonso  support. 

But  I believe  if  our  polioy  is  to  proceed  in  this  way  by  saying  to  a 
country,  "Here,  increase  your  forces  and  we  will  continuo  to  support 
you",  if  we  keep  on  doing  that,  Mr.  McElroy,  I do  not  know  where  it 
will  lead  us. 

RATO  DIVISIONS  IN  WESTERN  EUROPE 

In  Wostorn  Europe  we  have  assisted  France  to  tho  point  where  it 
hurts.  Today,  thay  have  a bare  handful  of  soldiers  there.  They  are 
using  them  in  Algeria.  They  tell  us  that  Algeria  is  part  of  NATO, 
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To  mo  tint t is  just  poppycock  beoauso  wo  woro  supposed  to  have  tho 
so-called  shield  in  Western  Europe  and  not  north  Africa. 

It  is  all  right  to  have  mutual  security,  hut  lot's  make  it  mutual. 

Lot  us  not  carry  tho  whole  load. 

Secretary  McKlwoy.  I think,  Senator  Kllemler,  tho  urogram  in 
Western  Europe  is  vulnerable  on  the  point  which  you  nave  rnado. 
Senator  Ei.i.bndhu.  No  douht  about  it. 

Secretary  McKlhoy.  I did  not  consider  it  so  on  places  liko  Taiwan, 
like  Korea,  like  Vietnam  ami  Turkey. 

Senator  Ellkndhk.  As  vulnerable? 

Secretary  McKi.uoy.  I don't  think  that  anybody  could  say  that 
every  dollar  that  is  requested  is  required  down  to  the  last  penny,  be- 
cause I don’t  think  you  can  make  that  kind  of  calculation  on  this 
kind  of  program,  winch  I think  then  would  of  necessity  mean  that 
your  point  that  somo  of  this  money  could  he  reduced  is  probably 
correct,  hut  it  is  hard  to  know  which  dollar  you  can  cut. 

Certainly  there  has  boon  very  educated  ami  discriminating  exami- 
nations of  this  program,  not  only  by  the  administrative  people,  but 
also  by  Members  of  Congress  and  certain  auditing  agencies. 

Senator  Ellendkii.  But,  Mr.  McElroy,  the  people  on  whom  you 
depend  are  those  who  administer  these  programs  abroad.  They  aro 
the  ones  you  depend  on  and  you  would  not  expect  them  to  como  in 
and  givo  you  a bad  roport  on  what  they  aro  doing. 

SOUTH  VIETNAM 

Secretary  McElhoy.  No;  but  wo  think  some  magnificent  work  haa 
boon  done  by  the  military  assistance  groups  in  theso  countries. 

I would  call  your  attention — I think  you  probnbly  have  boon  there 
because  I know  you  have  made  this  matter  of  great  interest  to  your- 
self—to  the  training  of  tho  South  Vietnamese  Army  by  General 
Williams  and  lus  group.  This  is  a part  of  tho  world  where  I know  there 
has  been  certain  criticism  of  part  of  this  overall  program,  nnd  I take 
it  there  has  been  some  justification  for  it. 

Nevertheless,  tho  picking  up  of  that  country  off  tho  floor  and  giving 
it  a military  capability  at  least  to  provide  internal  security  and  somo 
defense  against  an  attack  from  tho  north,  is  in  my  opinion,  a vory 
fine  contribution  to  tho  freo  world. 

Senator  Ellendbr.  I agree,  and  I think  it  ought  to  be  limited  to 
that,  hut  to  a large  extent  within  that  capability — of  courso,  I grant 
wo  havo  to  assist;  there  is  no  doubt  about  it. 

Secretary  McEluoy.  Either  assist  or  they  will  fold. 

Senator  Ellendbr.  I do  not  think  they  will  go  that  far.  Take 
the  case  of  Iran,  for  instance,  with  all  tho  oil  riches  there,  if  tho  people 
in  Iran  paid  their  just  proportion  of  taxes  as  you  ana  I are  doing 
hero,  they  would  not  need  tiiis  assistance. 

JAPAN 

Take  Japan.  We  have  in  thin  budget to  help  Japan. 

The  record  shows  that  the  difference  between  what  Japan  produces 
and  consumes  is  27  percent.  She  has  27  percent  of  her  annual  re- 
sources which  she  can  invest  to  expand  her  economy. 

We  have  only  15  percent. 
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Now,  in  a country  having  Biich  prosperity,  why  is  it  necessary  for 
us  to  furnish  iniiitary  assistance?  I would  certainly  liko  to  know. 

Secretary  McFlroy.  Titia  is  somctlung  wliich  I can  only  put  in 
terms  of  a calculation  on  the  part  of — — 

Senator  Ellendkk.  Tho  military  assistance  groups,  the  people  who 
givo  ub  advice. 

Secretary  McElkoy.  And  the  economic  people  who  look  at  the 
capability  of  Japan.  You  arc  giving  figures  that  I really  have  no 
knowledge  of,  Senator.  I am  not  disputing  them. 

Senator  Ellkndkh.  With  all  due  respect,  that  is  the  trouble  with 
the  people  in  the  higher  echelons  of  our  official  society.  They  come 
and  parade  boforo  us  and  justify  these  programs  with  reasons  furnished 
by  others. 

If  they  knew  the  facts  and  studied  these  countries  I guarantee  they 
would  not  recommend  tho  full  amount  as  you  are  doing  now. 

Secretary  McElkoy.  Tho  kind  of  things  you  aro  saying,  I think, 
has  particular  force  in  the  industrial  countries.  Japan  is  improving 
its  financial  position  in  the  way  in  which  Western  Europe  is. 

I think  there  is  sounder  justice  in  the  questioning  of  tho  program 
in  tho  industrial  countries  which  have  been  recovering  in  relationship 
to  our  own  industry,  than  would  be  true  of  Korea  and  Taiwan. 

Senator  Ellbnder.  Thai  has  beon  happening  since  the  war.  We 
have  boon  pouring  money  in  tliore. 

Secretary  McElkoy.  Wo  have  had  good  reason  to  in  a country  that 
has  been  destroyed  as  Japan  was. 

Senator  Ellender.  That  is  right  and  I voted  for  that. 

But  I drew  tho  line,  though,  when  they  becamo  prosperous  and  I 
am  drawing  is  now  insofar  as  Japan  is  coucornod , Japan  is  programed 
for  — dollars  of  military  assistance. 

While  Taiwan  which  is  supporting  as  I romombor, soldiers, 

amounts  to dollars. 

There  is  no  comparison  between  tho  prosperity  which  exists  in 
Japan  with  that  which  exists  in  Taiwan. 

senator  Dwohshak.  Will  the  Senator  yield  at  that  point  on  Japan? 

Senator  Ellender.  I am  through. 

MILITARY  ASSISTANCE  FUNDS  IN  JAPAN 

Senator  Dwohshak.  I would  like  to  interject  at  this  point  some 
figures  that  I think  Secretary  McElroy  should  like  to  have  about 
Japan. 

For  fiscal  year  1960  tho  military  assistance  is  — , 

As  of  June  30,  1059,  unliquidated  military  assistance  was . 

On  the  same  date,  unliquidated  economic  assistance,  $3  million; 
counterpart  funds,  $2  million,  or  a total  of . 

I do  not  know  whether  those  figures  are  correct.  I took  them  out 
of  the  book. 

Are  they  correct,  Mr.  Murphy? 

Mr.  Murphy.  Yes,  sir;  those  figures  are  correct. 

Senator  Dwokbhak.  In  fiscal  year  1960  you  are  asking  us  to  provide 
additional  funds  which,  if  carried  over,  will  make  available  almost 
dollars  for  Japan. 

As  a hardhoaded  businessman  you  do  not  approve  of  that.  You 
did  not  know  that,  I am  sure.  Maybe  it  is  not  within  your  jurisdic- 
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tion  to  be  critical  or  anything,  but  you  are  holding  a position  whore 
wo  hold  you  responsible,  at  least  for  tho  military  end  of  it. 

Secretary  McElroy.  That  is  all  right.  It  must  be  clear  to  all  of 
you  the  importance  that  is  attached  to  Japan  in  the  overall  military 
position  of  tho  free  world. 

Japan  not  only  is  a country  which  has  tho  singlomost  potentialities 
to  proyido  a balance  to  China  in  that  part  of  tho  world,  out  also  it  is 
a very  important  base  for  our  own  military  activities  in  that  part  of 
the  world. 

Senator  Dwoiibhak.  Wo  have  withdrawn  most  of  our  military 
porsonncl. 

Secrotury  McElroy.  We  havo  withdrawn  all  Army  combat  troops, 
but  that  is  all.  Wo  huvo  the  Yokosuka  bnso  there,  which  is  saving 
ub  tho  necessity  of  bringing  naval  ships  cloar  across  the  Pacific  for 
reconditioning. 

That  Yokosuka  yard  is  perfectly  competent  to  do  major  repairs  on 
major  naval  vessols. 

Senator  Dwohshak.  I want  to  havo  you  know  that  I recognize  tho 
importance  of  Japan.  To  me  it  always  seems  that  we  are  a soft  touch 
for  many  of  theso  countries  by  providing  financial  assistance  when 
probably  tho  beneficiary  countries  or  our  allies,  you  might  call  them, 
Aro  in  a hotter  position  than  we  aro  from  a financial  standpoint  to 
assume  a greater  share  of  maintaining  this  military  preparedness  than 
wo  aro. 

I wonder  whothor  tho  top  officials  in  the  Pontagon  and  in  tho 
Budget  Bureau  and  elsowhoro,  appreciate  that. 

Thank  you,  Mr.  Chairman. 

U.8.  INTKRNATIONAI,  DBFIINSB  BXPBNP1TURBS 

Senator  Ellender.  A while  ago  I was  trying  to  point  out  the  addi- 
tional amount  of  mouey  tluU  flows  from  us  to  Japan  in  order  to  assist 
her  economy.  I am  sure  you  are  familiar  writh  this,  that  tho  U.S. 
defense  expenditures  entering  tho  international  balance  of  paymonts 

will  Hinount  to in  I960. 

Of  that  amount  France  gets — . 

Germany, , 

Japan, . 

That  moans  a lot  of  business  for  thoso  people  and  in  addition,  we 
are  being  called  upon  to  furnish  this  military  assistance  which  I bo- 
lie  vo  they  ought  to  be  able  to  pay  for  themselves,  particularly,  when 
you  consider  tho  condition  of  our  own  Treasury,  Mr.  McElroy. 

That  is  all  I havo,  Mr.  Chairman. 

Secretary  McElroy.  I don’t  tlunk  that  anyono  would  say  that 
Japan  is  in  as  fine  a shapo  as  wo  aro. 

Senator  Ellender.  No,  but  almost. 

Secretary  McElroy.  Even  though  I would  say  it  is  true  that 
Japan  has  been  improving  its  financial  position  in  relation  to  our  own. 
That  I am  sure  is  true  in  tho  same  way  that  it  is  also  true  about 
Western  Europe. 

Senator  Ellender.  Mr.  McElroy,  Japan’s  economy  has  never  been 
better  in  her  ontire  history,  and  that  includes  1941  when  she  was  able 
to  maintain  armies  and  almost  deal  us  a knockout  blow. 
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She  is  now  more  prosperous  than  then,  but  wo  havo  to  go  in  and 
holp  her  build  an  army.  That  is  what  I cannot  understand. 
Chairman  Hayden.  Sonator  Saltonstall. 

Senator  Saltonstall.  May  I ask  a couplo  of  questions  of  Mr. 
McElroy. 

I know  that  you  and  perhaps  Mr.  Murphy  and  tho  othor  gontlemon 
can  answor  them  in  detail. 

AITLICATION  Or  HO  USB  CUT 

I would  like  to  get  your  opinion.  You  show  on  page  40  of  your 
mutual  security  program  a breakdown  of  tho  figures  to  whoro  the 
$1.0  billion  is  going  by  countries. 

On  pago  42  you  show  whero  it  is  going  by  instruments  and  material. 
Now,  what  I am  interested  in  is  this:  That  is  based  on  $1,000 
million,  Tho  House  cut  you  $300  million.  You  aro  asking  us  to 
restore  $100  million  on  the  amount  of  tho  authorization  which  is 
$200  million  under  tho  1.6  billion. 

Now,  havo  you  made  any  estimate  as  to  where  this  cut  will  come 
from,  or,  put  it  another  way,  where,  if  wo  put  back  $100  million, 
whoro  it  will  go? 

Secretary  McKlroy.  Tho  cuts  would  largely  como  out  of  the  mod- 
ernization factor  in  tho  North  Atlantic  Treaty  countries. 

Senator  Saltonstall.  In  othor  words,  tho  cut  that  has  been  made 
by  tho  Houso  to  1.3  billion  from  tho  1.6  billion  that  you  originally 
estimated,  would  largely  come  out  of  NATO  in  the  European 
countries? 

Secretary  McElroy.  Yes,  sir. 

Senator  Saltonstall.  If  wo  put  back  $100  million,  where  would 
that  money  go,  broadly  speaking? 

Secretary  McElroy.  Wo  would  make  selective  restorations  of  tho 
cuts  that  would  ho  made  in  the  same  area. 

Senator  Saltonstall.  So  that  whon  we  break  down  the  figures, 
as  wo  have  on  page  40  of  your  mutual  security  program,  based  on 
$1,600  million,  $477  million  is  going  to  Europe,  and  then  the  balanco 
of  $411  million  to  the  Near  East,  and  $507  million  to  the  Fnr  East. 

Tho  cut  will  come  out  of  the  $477  million,  and  tho  restoration  will 
bo  to  $477  million,  in  other  words,  to  Europe? 

Secretary  McElroy.  In  general,  that  is  true. 

Thero  may  bo  some  minor  cuts  in  other  areas  ns  a general  squeezing, 
but  in  general  that  is  a correct  statement,  Bir. 

unobligated  funds 

Sonator  Saltonstall.  Now’,  tho  Houso  report  on  page  4 gives  the 
breakdown  of  these  figures  by  countries  and  then  it  states  that  there 
ib  $15,453,000  of  unobligated  funds. 

Your  figuros  on  pago  159  of  the  saoio  report  of  the  mutual  socurity 
program  shows  an  unobligated  balance  of  $46  million. 

I assume  that  that  15.4  million  is  a later  figuro. 

Mr.  Murphy.  It  is  a later  figuro.  However  it  now  appears  that 
the  earlier  figure  was  more  nearly  correct.  Tho  earlier  figure — $40 
million — had  two  components;  first,  an  item  of  $21  million  consisting 
of  receipts  from  military  end-item  sales  which  continue  available  under 
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existing  legislation  to  finance  new  sales;  and,  second,  an  estimate  of 
$25  million  of  unobligated  fiscal  year  1950  fuuda  which  would  lapse 
if  not  roappronriated.  While  carlior  reports  indicated  this  item  would 
amount  to  only  about  $15  million  current  reports  indicate  it  approxi- 
mates  $<'11  million.  So  the  $15  million  mentioned  in  the  House  report 
is  low  by  $19  million. 

Senator  Saltonhtall.  So  that  you  now  indicato  that  the  figure 
shown  in  the  House  reports  should  bo  increased  to  $31  million. 
Secretary  McElroy.  Yes,  sir. 

gilEHTION  OP  TIURI.AO 

Senator  Saltonstall.  Now,  tho  House  report,  Mr.  McElroy,  shows 
that  you  will  have  available  $3,876  million  for  expenditure  in  tho 
fiscal  year,  with  unobligated  and  reappropriated  funds  consisting  of 
$2,530  million. 

In  other  words,  there  is  a carryover  of  $2,539  million  and  with  your 
new  funds  you  will  have  $3,876  million. 

Now,  I would  like  to  ask  two  questions: 

You  are  in  charge  of  tlvis  overall  program.  How  much  of  a time 
lag  is  there  in  working  out  this  program?  Wo  havo  had  a figure  a 
good  many  times,  but  I would  like  to  have  your  estimate. 

Secretary  McElroy.  I would  liko  to  be  suro  that  I understand  the 
question.  la  your  question  what  is  the  averago  length  of  tho  pipeline? 
Sonator  Salto nstall.  Call  it  a pipolino  or  timolag. 

In  other  words,  from  tho  timo  you  got  your  money  the  first  of 
September,  we  will  say,  what  is  tho  pipelino  or  tiinolug  it  will  take 
before  that  money  goes  to  work? 

Secretary  McElroy.  It  is  about  18  months. 

Senator  Saltonstall.  About  18  months? 

Secrotary  McElroy.  Yes,  sir;  that  is  an  average  figure. 

CARRYOVER  FUNDS 

Senator  Saltonbtai.l.  Tho  other  question  is:  Tho  amount  of  tho 
carryover  that  is  necessary,  I know  wo  havo  boon  trying  in  the  Defense 
Department  to  cut  down  tho  carryover  figure.  What  is  tho  minimum 
carryover  that  you  feel  is  necessary? 

Secretary  McElroy.  The  opinion,  of  courso,  has  to  bo  in  relation- 
ship to  an  estimated  delivery  program.  An  estimated  program  that 
is  regarded  as  desirable  is  a program  of  tho  gonoral  order  of  $1,800 
million. 

In  the  opinion  of  the  pcoplo  who  have  had  broad  experience  with 
this  carryover,  what  wo  now  havo  is  as  littlo  os  you  can  havo  and 
maintain  the  flow  of  a program  of  that  size. 

In  other  words,  if  you  nave  less  than  this  amount  of  carryover, 
you  will  find  about  18  months  from  now  that  you  havo  loss  than  a 
$1,800  million  program  coming  out  at  tho  end  of  tho  pipeline  simply 
through  your  inability  to  got  deliveries. 

Senator  Saltonstall.  In  other  words,  the  carryover  now  is  down 
to  about  as  low  as  it  can  bo. 

Secretary  McElroy.  As  it  can  bo  for  that  size  program. 

Senator  Saltonstall.  That  is  shown  on  tho  chart  which  Mr. 
Scott  has  just  shown  to  mo,  on  pago  62  of  your  mutual  «ocurity 
program, 
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Secretory  McElroy.  Tlmt  iB  right. 

Senator  Saltonstall.  In  other  words,  when  we  appropriate  $1,400 
million  or  $1,300  million  of  defense  materiel  in  this  program  we  have 
to  estimate  that  (hero  is  going  to  ho  a carryover  of  somewhere 
between  $2,5  billion  and  $2.3  billion,  if  the  program  iB  going  to  carry 
forward. 

Secretary  McElroy.  Mr.  ShtifF  points  out  to  mo  that  tho  $2.3 
billion  that  you  see  on  that  chart  is  based  on  the  assumption  of  a 
program  of  $1,(100  million,  so  that  if  the  appropriation  is  $1.4  billion, 
then  the  carryover  will  he  $2.1  billion. 

Senator  Saltonstall.  When  you  say  it  tukes  about  18  months  to 
obligate,  how  much  time  docs  it  take  to  obligate  and  to  spend? 

T 1 U SI. AG  IN  SUPPLY  AND  DISTRIBUTION 

Secretary  McElroy.  It  does  not  take  18  months  to  obligato.  It 
takes  less  time  than  tlmt  to  obligate.  However,  it  tukes  18  months 
to  keep  the  materiel  being  manufactured  and  going  through  the  pipe- 
line and  coming  out  at  tho  other  end  of  tho  pipeline  for  deliveries. 

Senator  Saltonhtali..  From  the  time  you  make  your  agreement  to 
tho  time  that  the  materiel  gets  to  its  destination  is  approximately  18 
months? 

Secretary  McElroy.  That  is  right,  sir. 

Senator  Saltonstall.  How  long  does  it  toko  you  to  make  your 
agreement  from  the  time  tho  money  is  appropriated? 

Secretary  McElroy  It  would  probably  take  0 months  to  obligate 
this  amount  of  money,  I think,  ns  a minimum.  It  has  been  taking 
somewhat  between  0 and  0. 

Senator  Saltonhtali..  It  is  about  2 years  front  tho  date  that  tho 
money  is  appropriated  to  the  date  that  tho  materiel  is  delivered? 

Secretary  McElroy.  That  is  about  right,  sir. 

Senator  Saltonstall.  Thank  you,  Mr.  Chairman. 

Senator  Youno.  Mr.  Chairman,  may  I ask  a question? 

Chairman  IIaydkn.  Certainly. 

FUNDS  FOR  JAPAN,  J-YICAR  PERIOD 

Senator  Young.  How  much  money  did  wo  mako  available  to 
Japan  for  each  of  tho  past  3 years?  Do  you  have  those  figures? 

Secretary  McElroy.  Tho  figures,  Senator  Young,  are dollars 

in  fiscal  yoar  1958. 

dollars  in  fiscal  1959. 

And  tho  proposed  figure  which  has  been  previously  quoted  of 

dollars  for  fiscal  yoar  1900. 

Senator  Young.  This  is  for  all  purposes,  though? 

Secretary  McElroy.  This  is  for  military  purposes.  There  are 
certain  cost-sharing  programs  here.  Japan  does  put  some  of  its  own 
money  into  theso  programs  in  collaboration  with  the  military  assist- 
ance program. 

Mr.  Murphy.  Tho  technical  cooperation  program  which  is  tho 
economic  nssistanco  program  in  Jnpan,  Senator  Young,  has  been 
$2,504,000  in  fiscal  year  1958;  $2,500,000  in  fiscal  year  1950.  And  the 
figure  proposed  for  fiscal  year  1960  is dollars. 

Senator  Young.  What  other  assistance  have  they  received? 
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Mr.  Murphy.  They  hud  a program  back  in  1055  under  Public  Law 
480.  but  thoy  have  had  nothing  Bince  that  date.  1 

Thoro  was  a sales  program  under  title  I of  Public  haw  480.  of  $146 
million,  $30  million  worth  in  yen  provided  were  made  available  for 
Unites  States  uso  and  the  balance  wore  available  for  loans  to  Japan 
for  economic  development  projects. 

Senator  Young.  What  I am  concerned  about,  Mr.  Secretary,  is  this: 
As  the  economic  condition  of  Japan  improves  our  assistance  to  thorn 
docs  not  seorn  to  be  going  down.  I see  no  hopo  at  all  for  over  ending 
this  program  if  we  cannot  decrease  the  amount  of  assistance  given  to 
a country  whoso  prosperity  is  on  tho  upgrade. 

What  would  happen  it  Japan,  for  oxnmplo,  got  into  oconomio 
difficulties?  They  would  want  and  probably  need  Tar  more  assistance 
than  they  aro  receiving  now. 

That  is  tho  thing  that  bothers  me  about  this  whole  program. 

It  does  not  seem  to  taper  off,  no  matter  how  high  a degroo  of  pros- 
perity tho  country  scorns  to  enjoy.  Wo  just  seem  to  bo  pouring  tho 
money  in  this  anvway. 

Secretary  McKlkoy.  I find  this  to  bo  a criticism  which  I have  some 
sympathy  with.  I will  say  that  it  has  to  bo  understood,  and  I am 
suro  that  you  mon  do  understand,  that  thoro  is  a political  aspect  to 
theso  programs  ns  well  as  the  military  aspect, 

Tho  military  is  a valid  military  program  as  far  as  tho  equipment 
in  tho  program  is  concerned,  but  tho  degree  to  which  you  press  a 
government  for  such  a tiling  as  wo  aro  now  discussing  has  a political 
as  well  as  a financial  determination. 

This,  I must  say,  is  outsido  of  our  particular  responsibility.  I 
suspect  this  is  tho  kind  of  thing  which,  when  Mr.  Dillon  comes,  ho 
will  want  to  discuss  with  you. 

But  this  Japaneso  Government  under  Primo  Minister  Kishi  has 
been  regarded  by  us,  and  is  regarded  by  us,  ns  an  important  strength- 
ening of  tho  free  government  m Japan. 

Senator  Younu.  I realize  that  ho  has  boon  quite  cooperative,  far 
more  than  most  of  them  have. 

What  hopo  is  there  for  the  freo  world  if  all  of  tho  countries  wo  aro 
trying  to  work  with  do  not  incroaso  their  cooperation  and  their  re- 
sponsibility and  their  financial  load  as  their  prosperity  increases? 

For  example,  if  a depression  lmppoua  to  sot  in  in  Japan,  England, 
and  France  and  maybe  the  United  Statos,  too,  and  Russia  at  the  samo 
time  was  going  along  pretty  good,  we  would  bo  absolutely  sunk.  Wo 
would  not  bo  in  a position  then  to  increase  our  assistance. 

I am  roally  worried  about  tho  situation. 

WESTERN  EUROPEAN  SUPPORT  OF  MILITARY  ESTABLISHMENTS 

Secretary  McElroy.  Tho  countries  of  Western  Europe — I keep 
saying  this  and  I hopo  I am  not  boring  you  with  it— have  come  to  tho 
point,  not  all  of  them,  but  many  of  thorn,  where  thoy  can  and  should 
support  their  own  military  program. 

A few  years  ago  we  were  putting  quite  a little  bit  of  money  into 
Germany.  Today  wo  are  putting  in  none,  except  for  a small  training 
program.  It  is  true  that  some  of  our  foreign  exchango  is  going  in 
there,  as  Senator  EUemler  says,  but  that  is  compensation  for  our  own 
forces  there.  It  is  holpful,  I am  sure,  to  thoir  economy,  just  as  Son- 
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ator  EUender  points  out,  but  it  is  not  a form  of  actual  military  Assist- 
ance. Maybe  the  Gormans  should  be  paying  some  of  our  troops,  I 
don’t  know,  but  that  is  something  we  have  not  quite  boen  abfo  to 
bring  up  to  them  up  to  this  point. 

Groat  Britain  is  now  at  a point  where  she  is  financing  her  program 
with  tho  exception  of  the  IRBM.  This  also  is  something  which  rep- 
resents progress  although  it  is  kind  of  hard  for  us  to  think  back  to 
the  time  7 or  8 years  ago  when  Britain  also  was  climbing  out  of  a very 
deep  trough  in  which  it  got  as  a result  of  destruction  in  World  War  II; 

trance,  I am  sure,  is  coming  to  tho  point  where  sho  is  going  to  carry 
her  own  load. 

What  you  gentlemen  aro  saying  about  your  fooling  of  impatience 
that  it  is  not  coming  faster,  I think,  is  in  order. 

I find  myself,  as  I say,  sympathetic  to  it.  Tho  question  is,  how 
fast  wo  can  go  and  maintain  our  Government  relationship*.  Wo  do 
dovolop  certain  commitments,  and  a shift  of  governmental  action 
sometimes  is  a little  slower  than  most  people  would  liko  it  to  bo. 

But  I think  tho  pressure  is  in  this  direction  on  tho  part  of  our  own 
State  Department.  It  is  on  the  part  of  our  own  Defense  Department, 
ami  I think  it  is  quilo  proper  that  you  gentlemen  should  push  us  from 
your  standpoint. 

Senator  Young.  Thank  you. 

Chairman  Haydkn.  Aro  thoro  any  further  questions? 

AID  TO  rnANCB 

Senator  Dwohshak.  You  just  said,  Mr.  Secretary,  that  you  thought 
France  was  assuming  a larger  share  of  maintianmg  military  forces. 

I am  afraid  these  figures  are  misleading. 

Secretary  McKlhoy.  No,  I said  I think  she  should  and  must  in 
the  light  of  her  improved  financial  position.  I did  not  say  she  is  now, 
sir. 

Senator  Dwourhak.  These  figures  must  bo  incorrect. 

For  fiscal  year  1950,  on  page  40,  it  shows  that  France  received . 

Is  that  correct? 

Mr.  Murphy.  Yes,  sir. 

Senator  Dwouhhak.  You  are  asking  for  this  year  for  ; is 

that  correct? 

Secretary  McEutov.  That  is  right. 

Senator  Dworbhak.  That  is  an  increase  from  to  «— 

dollars  for  France;  is  that  correct? 

Secretary  McElhoy.  May  I suggest  that  the  detailed  explanation 
of  that  bo  given  by  Mr.  Shull. 

Senator  Dworshak.  Yes. 

Mr.  Shuff.  Senator  Dworshak,  the  story  on  tho  Fronch  program 

proposed  for  fiscal  year  1900,  is  one  that  wc  aro  going  to 

attempt  to  negotiate  a major  part  of  in  sales  aid. 

Senator  Dwohshak.  What  kind  of  aid? 

Mr.  Shuff.  We  aro  going  to  sell  part  of  this  hardware  to  France. 
Senator  Dworshak.  What  would  she  pay  us  with? 

Mr.  Shuff.  Well,  wo  have  the  Dillon-Monnct  agreement  which 
allows  Franco  to  purchaso  in  tho  United  States  some  of  its  dollar 
requirements  for  which  she  makes  available  to  us  francs. 
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Now,  we  have  occasion  to  spend  francs  on  an  offshore  procurement 
basis  for  our  requirements  in  other  countries.  To  the  extent  that 
that  will  be  workable  and  we  have  a place  for  the  francs  to  be  spent  in 
France  for  our  other  purposes,  we  will  do  it  that  way. 

Senator  Dowarshak.  That  is  fine;  that  is  a partial  explanation; 
you  are  a superontimist  if  you  expect  to  get  paid  for  any  of  that. 
The  record  of  France  does  not  show  that.^ 

On  Juno  30,  1959,  they  had  a carryover  in  military  assistance  of 
* dollars;  is  that  right? 

Mr,  SHurr,  That  is  correct(  sir,  but  France  has  bought  a good  deal 
from  tho  United  States  in  military  requirements. 

Senator  Dworshak.  I am  not  interested  in  that.  All  I am  inter- 
ested in  is  finding  out  when  France  will  assume  a larger  share  of  the 
cost  of  maintaining  military  proparedness.  I am  not  going  to  belabor 
this  because  you  could  not  oxplain  it  if  you  talked  to  me  about  it  for 
a year. 

I know  you  read  in  the  press,  as  I did,  ovor  tho  woekend,  that  De 
Gaulle  is  planning  to  demand  that  the  United  Slates  get  fiill-flodged 
into  this  campaign  in  Africa  to  defeat  the  Nationalists.  Is  that 
right?  Did  you  road  that? 

Mr,  Shuff.  I read  that. 

Senator  DwonsHAK.  I certainly  sympathize  with  tho  President 
when  ho  goes  to  confer  with  De  Gaulle.  I recognize  De  Gaulle  is  a 
great  Frenchman  and  Franco  is  a great  country,  but  tho  record  shows 
that  the  more  support  we  givo  to  France,  militarily  and  economically, 
tho  worse  becomes  the  position  of  that  country  and  she  is  less  able  to 
givo  us  any  worthwhile  support  in  case  of  difficulty. 

Ib  that  true,  that  she  has  been  going  downhill,  gradually?  Maybe 
Do  Gaulle  is  going  to  pull  her  out,  but  how  is  ho  going  to  pull  her 
out — with  American  dollars  and  by  forcing  our  planes  to  vacate  bases 
in  Franco? 

Mr.  Chairman,  it  is  beyond  my  comprehension.  I am  just  an  old- 
fashioned  American  and  I cannot  comprehend  the  lack  of  logic  that 
is  basic  in  these  policies. 

FRENCH  PURCHASES  FROM  UNITED  STATES 

Senator  Allott.  Mr.  Chairman,  whilo  wo  aro  on  this  subject,  will 
you  givo  mo  that  figure  3’ou  started  to  give? 

Mr.  Shuff.  Yes,  sir.  France  has  purchased  from  us  through  fiscal 

year  1958, dollars  worth  of  military  hardware. 

Senator  Allott,  Does  that  include  fiscal  years  1958  and  1959? 

Mr.  Shuff.  It  does  not  include  fiscal  year  1959,  sir.  It  is  just 
through  fiscal  year  1958. 

Sonator  Allott.  Is  that  tho  total;  or  is  that  just  for  tho  year? 

Mr.  Shuff.  No,  sir;  that  is  the  total. 

Senator  Allott.  Thank  you. 

Senator  Chavez.  May  I ask  a question? 

Chairman  Hayden.  Certainly. 

FRANCE  A NO  NATO 

Sonator  Chavez.  Mr.  Secretary,  Franco  has  purchased  military 
equipment  from  us  to  tho  extent  of  the  figures  that  you  liavo  out- 
lined. Wo  have  also  givon  her  military  aid  under  tho"  NATO  so  tup. 
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Secretary  McElhoy.  Yes. 

Senator  Chavez.  la  she  using  that  military  aid  in  order  to  help 
NATO  and  the  United  States,  or  to  kill  Arabs  in  Algeria? 

Secretary  McElroy.  There  ia  an  understanding  that  the  NATO 
equipment  will  be  used  for  NATO  objectives. 

I cannot  absolutely  bo  certain  that  none  of  this  is  being  used  in  the 
Algerian  war,  I doubt  if  anybody  can  be  certain  of  that. 

Senator  Chavez.  According  to  information  that  I have  received, 
in  good  faith,  site  is  supposed  to  have  some  20  divisions  in  order  to 
help  NATO,  but  I understand  that  she  has  3 divisions  on  paper  and 
the  rest  of  them  are  over  there  m Africa. 

Secretary  McElroy.  I think  your  information  is  correct.  Spe- 
cifically, the  bulk  of  the  French  ground  forces  are  in  Africa. 

Certainly  the  French  Army  commitments  to  NATO  are  not  being 
mot.  That  is  clear. 

Sonator  Chavez.  Mr.  Secretary,  I am  for  NATO.  I believe  in  it, 
and  I believe  in  this  military  aid,  but  wo  preach  to  the  world  about 
free  countries  and  it  is  very  confusing  to  ono  who  fools  kindly  toward 
a froo  world  to  have  them  do  this  in  order  to  keep  the  colony  in 
Afr'ca. 

Secretary  McElroy.  I am  sure  this  is  as  difficult  a problem  as  any 
other  this  country  is  facing.  France  is  a very  important  country  in 
the  free  world.  France  considers  Algeria  really  to  be  part  of  its  own 
country;  I think  that  we  have  a little  different  outlook  on  it  and 
certainly  the  peoples  of  Africa  and  the  peoples  of  Asia  do. 

I do  not  think  that  there  is  a much  more  difficult  question  inter- 
nationally  than  the  ono  you  are  posing. 

Senator  Chavez.  I understand. 

Now,  getting  back  to  modern  history.  England  fought  the  colonies 
in  the  United  States  exactly  as  France  does  in  Algeria,  but  we  went 
to  war  in  this  country  and  got  away  from  England. 

Now,  it  is  very  confusing  to  one  who  believes  in  that  philosophy  to 
agree  that  there  should  bo  a colony  in  north  Africa.  I am  only 
expressing  my  opinion.  I am  not  disagreeing  with  your  position 
whatsoever. 

Secretary  McElroy.  I am  sure  quite  a few  people  in  this  country 
have  tho  same  degree  of  confusion.  This  is  a difficult  path  to  tread 
for  this  country,  I am  sure.  I know  that  it  is  very  much  of  concern  to 
all  of  our  people, 

It  has  ueen  a matter  of  quito  recent  discussion  in  tho  Security 
Council,  I might  say. 

Chairman  Hayden.  If  there  are  no  further  questions,  wo  might 
hear  from  the  Secretary  of  State. 

We  thank  you.  sir. 

Secretary  McElhoy.  Thank  you,  gentlemen. 

Chairman  Hayden.  Proceed,  Mr.  Secretary. 
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STATEMENT  OF  HON.  C.  DOUGLAS  DILLON,  ACTING  SECRETARY 
OF  STATE  AND  CHAIRMAN  OF  THE  BOARD  OF  DIRECTORS, 
DEVELOPMENT  LOAN  FUND,  ACCOMPANIED  BY  ROBERT  B. 
MENAPACE,  ACTING  MANAGING  DIRECTOR;  HART  PERRY, 
DEPUTY  MANAGING  DIRECTOR  FOR  LOAN  OPERATIONS; 
ROBERT  M.  CABOT,  ASSISTANT  DEPUTY  MANAGING  DIRECTOR 
FOR  FINANCE  AND  DEVELOPMENT;  JOSEPH  S.  TONER,  COR- 
PORATE SECRETARY;  FREDERICK  W.  HAHNE,  BUDGET  OFFICER; 
MANUEL  C.  ZENICK,  ASSISTANT  DEVELOPMENT  OFFICER, 
DEVELOPMENT  LOAN  FUND;  HON.  WILLIAM  B.  MACOMBER, 
ASSISTANT  SECRETARY,  CONGRESSIONAL  RELATIONS;  HON. 
JOHN  0.  BELL,  SPECIAL  ASSISTANT  FOR  MUTUAL  SECURITY; 
J.  E.  MURPHY,  INSPECTOR  GENERAL  AND  COMPTROLLER, 
MUTUAL  SECURITY;  PHILANDER  P.  CLAXTON,  JR.,  DEPUTY 
ASSISTANT  SECRETARY,  MUTUAL  SECURITY  AFFAIRS,  AND 
VINCENT  J.  SHERRY,  PROGRAM  OFFICER,  DEPARTMENT  OF 
STATE 

General  Statement 

Mr.  Dillon.  Mr.  Chairman  and  members  of  the  committee,  I 
appear  before  you  today  in  two  roles.  First,  as  Coordinator  of  the 
mutual  security  program,  with  responsibility  for  relating  the  Develop- 
ment Loon  Fund  to  other  elements  of  the  program,  anti  to  the  foreign 
policy  of  the  United  States. 

Second,  ns  Chairman  of  tho  Board  of  Directors  of  the  Development 
Loan  Fund,  the  Board  being  responsible  for  establishing  operating 
policies. 

DEVELOPMENT  LOAN  FUND 

My  specific  purpose  today  is  to  support  the  President’s  request  that 
$700  million  be  appropriated  to  the  Development  Loan  Fund  to  be- 
come available  for  obligation  in  fiscal  year  1000  with  an  administrative 
expense  limitation  of  $2,050,000  and  that  an  additional  $500  million 
of  capital  be  simultaneously  appropriated  to  bccomo  available  for 
obligation  beginning  in  fisca  year  1961. 

Mr.  Robert  Monapacc,  Acting  Managing  Director  of  tho  Fund, 
and  Mr.  Hart  Perry,  Deputy  Managing  Director  for  Loan  Operations, 
are  with  me  today.  Mr,  Nfenapace  has  a statement  which  bo  would 
like  to  offer  for  the  record  dealing  with  the  detailed  operations  of  the 
Development  Loan  Fund  and  with  the  administrative  expense  limita- 
tion. 

Before  I discuss  in  fuller  terms  tho  objectives  and  accomplishments 
of  the  Development  Loan  Fund  and  tho  importance  of  providing  tho 
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requested  $700  million  for  I960  to  continuo  the  current  level  of  opera- 
tions, I should  like  to  review  for  the  committco  the  particular  urgency 
for  and  the  background  leading  up  to  the  request  for  the  $500  million 
appropriation  to  met  part  of  next  year’s  requirements. 

Congress  has  now  authorized  for  appropriation  to  tho  Development 
Loan  Fund  $1.8  billion,  $700  million  of  which  could  be  used  tins  year 
and  the  remaining  $1.1  billion  in  fiscal  year  1961. 

The  President  nos  requested  thut  $500  million  of  the  authorized 
$1.1  billion  for  fiscal  year  1961  be  appropriated  at  this  time. 


continuity  or  FUND 


Though  it  is  expected  that  the  $500  million  will  have  to  ho  supple- 
mented through  regular  appropriations  in  the  next  session  of  Congress, 
this  appropriation  for  funds  beyond  fiscal  year  1960  would  he  an  iro- 

Eortant  step  toward  placing  the  Development  Loan  Fund  on  a sounder 
unking  basis. 

Tho  present  handicap  of  operating  entirely  on  the  basis  of  annual 
'ppropriations  pr  vents  the  United  States  from  getting  as  full  value 
rom  its  money  l.-;  it  could  if  a measure  of  continuity  were  assured. 
The  dependence  upon  year-by-yenr  appropriations  limits  the  degree 
to  whicn  we  can  assist  tho  developing  countries  in  carrying  out  long- 
range  development  plans  and  inhibits  more  comprehensive  measures 
of  self-help  and  advance  planning  on  tho  part  of  tho  borrowers. 

With  tho  greater  assurance  of  continuity  which  would  be  provided 
by  the  requested  appropriation,  the  Development  Loan  Fund  will  be 
able  to  make  more  oflicicnt  use  of  its  resources  and  to  increase  its 
effectiveness  in  stimulating  the  economic  growth  of  the  less  developed 
countries. 

As  we  lmvo  indicated  many  times  in  the  past,  economic  development 
projects  take  time  to  prepare  and  cvaluato.  Many  borrowers  are 
cither  unable  or  unwilling  to  engage  in  tho  time-consuming  prepara- 
tion; that  are  required,  without  somo  assurance  that  funds  will  ulti- 
mately bo  available  if  the  project  proves  to  ho  a sound  one. 

Moreover,  tho  Development  Loon  Fund  itself  often  hesitates  to 
engage  in  the  time-consuming  analysis  and  evaluation  of  projects, 
which  normally  implies  that,  funds  will  bo  available  if  tho.  project 
proves  satisfactory,  without  having  assurance  that  funds  will  in  fact 
uo  available. 

Continuity  would  encourage  thorough  Btud)’’  of  each  project  for  as 
long  and  as  hard  as  necessary  to  assure  the  soundness  of  projects 
proposed. 

Though  every  objective  study  of  development  financing  has  con- 
cluded that  such  continuity  of  funding  is  equally  as  important  as  an 
adequate  lovcl  of  activity,  and  though  Congress  lias  just  authorized  a 
second  year  appropriation,  tho  House  took  no  action  toward  recom- 
mending tho  appropriation.  This  would  seem  shortsighted  in 
terms  of  orderly  and  efficient  fumneial  management  and  would  seem 
to  bo  clearly  contrary  to  the  intent  of  the  authorizing  legislation. 

The  denial  of  this  minimal  element  of  continuity  would,  I fear,  bo 
regarded  as  an  announcement  to  the  world  that  the  United  States 
cannot  be  counted  on  for  significant  and  continuous  assistance  to 
pcuccful  free  development  over  the  critical  years  ahead. 
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NATUIIE  Or  ECONOMIC  DEVELOPMENT  PROUilAU 

Lot  mo  (urn  now  to  the  more  general  discussion  of  tho  nature  of  the 
economic  development  problem  and  tHo  essentiality  of  continued  and 
increased  tJ.S.  effort. 

The  economic  hopes  of  more  than  a billion  people  in  tiio  less 
developed  areas  of  the  free  world  are  a central  fact  of  our  era  Theso 
aspirations  have  set  off  an  economic  and  social  revolution  which  poses 
a challenge  for  all  the  free  world 

The  central  question  which  emerges  from  this  set  of  events  is 
whether  the  progress  of  these  people  will  take  placo  in  freedom,  whether 
free  institutions,  in  short  , will  prove  equal  to  the  task  of  meeting  these 
economic  aspirations 

As  discussed  in  my  earlier  appearance  before  this  committee,  inde- 
pendent of,  hut  intensifying  this  challenge  is  the  presence  of  Soviet 
imperialism  which  is  well  aware  of  tho  opportunities  which  litis  situa- 
tion presents  for  furthering  its  own  purposes 

These  various  circumstances  combine  to  present  a challenge  and  a 
great  responsibility  for  the  entire  free  world 

After  a searching  examination  of  foreign  assistance  programs  by 
tho  executive  branch,  by  private  organizations,  and  by  its  own  com- 
mittees, tho  Congress  authorized  establishment  of  tho  Development 
Loan  Fund  about  2 years  ago  'Plus  typo  of  program  bus  been 
supported  by  almost  every  responsible  public  or  private  body  that 
lias  surveyed  this  problem  since  then 

In  establishing  the  Development  Loan  Fund,  the  Congress  charged 
the  Development  Loan  Fund  with  u specialized  mission:  The  provision 
of  capital  for  productive  economic  growth. 

Otner  elements  of  the  mutual  security  program  are  designed  to 
maintain  stability  and  elicit  u contribution  to  tho  common  defense. 
Only  the  Development  Ix>an  Fund  and  the  technical  cooperation 
program  have  the  purpose  of  promoting  long-range  economic  develop- 
ment. 

It  is  these  two  programs  which  promote  economic  growth  and  en- 
Imgc  their  capacity  to  sustain  themselves,  thereby  decreasing  their 
need  for  external  support. 

accomplishments  or  dlf 

The  Development  Ixmn  Fund  now  has  behind  it  a little  more  than 
10  months  of  active  lending  experience.  By  June  .’It)  it  had  approved 
loans  amounting  to  $830  million,  averaging  about  $00  million  per 
month  in  fiscal  year  10.00,  during  those  months  when  funds  were 
available. 

The  Development  Ixian  Fund  had  used  up  nil  of  the  $700  million 
in  capital  then  available  by  the  eml  of  April.  By  June  30  virtually 
all  of  the  $150  million  in  (iscnl  year  1050  supplementary  funds,  which 
became  available  to  the  DLF  on  May  20,  had  been  approved  for  loans. 

The  Development  Loan  Fund  staff  now  has  in  process  a substantial 
backlog  of  useful  and  sound  proposals.  There  were  on  hand  more 
than  $1.5  billion  in  screened  proposals  at  the  end  of  fiscal  year  1959, 
and  requests  continue  to  pour  in.  The  value  of  applications  for 
DLF  loans  increased  by  over  $200  million  in  the  month  of  Juno. 


MUTUAL  SECURITY  APPROPRIATIONS,  1980 


611 


A UTIIUKJZATION  FOK  (MU 

For  fiscal  year  J 94*0  the  President  requested  and  Congress  authorized 
tho  appropriation  of  $701)  million  as  the  capital  necessary  to  enable 
tiro  Development  Loan  Fund  merely  to  continue  at  approximately 
its  current  minimal  level  of  operations.  I characterize  $700  million 
as  a minimal  level  because  our  experience  indicates  that  funds  of  up 
to  $1  billion  a year  could  be  effectively  used. 

In  this  connection  it  is  of  interest  that  the  Draper  Committee, 
which  included  in  its  membership  two  former  Directors  of  the  Budget, 
concluded  that  the  $700  million  request  for  fiscal  year  1900  wus 
minimal  and  that  in  future  years  $1  billion  would  be  required. 

HOUSE  ((EDUCTION 

The  House  bill  would  appropriate  only  $550  million.  A reduction 
to  this  amount  would  seriously  impair  the  ability  of  the  United  States 
to  provide  the  development  assistance  required  by  our  foreign  policy 
objectives. 

l.iong-term-loun  assistance  at  an  adequate  level  holds  out  the  real 
hope  for  the  kind  of  lasting  economic  progress  which  must  bo  mudo 
betoro  wo  can  realistically  expect  the  phasing  out  of  the  U.S.  grant 
assistance  to  those  countries  which  still  require  it.  If  this  drastio 
cut  of  over  20  percent  in  the  amount  authorized  is  sustained,  it  would 
greatly  diminish  the  possibilities  for  this  progress  and  would  m many 
countries  limit  the  means  necessary  for  satisfactory  development 
through  free  processes. 

OPERATION  OF  FUND 

Let  me  now  describe  very  briefly  the  operation  of  tho  Development 
Loan  Fund.  The  Board  lias  approved  each  loan  and  has  satisfied 
itself  that  each  commitment  will  result  in  technically,  economically, 
and  financially  sound  projects  or  programs  that  will  contribute  to 
economic  growth. 

In  all,  as  of  June  39,  wo  have  made  a total  of  102  loan  commitments 
for  specific  projects  or  programs  in  49  countries.  Each  such  commit- 
ment entered  through  April  30  of  this  year  is  described  in  detail  on 

fages  25  through  03,  tho  hluo  pages,  of  tho  red  presentation  book, 
havo  with  me  a list  of  all  projects  approved  by  tho  Development 
Loan  Fund  to  date. 

DLF  loons  have  been  approved  for  various  sectors  of  tho  economies 
of  the  less  developed  countries.  About  70  percent  of  tho  funds  havo 
been  committed  for  undertakings  which  will  provide  the  economic 
groundwork  for  further  economic  expansion.  The  major  part  of  tho 
public  sector  loans  have  been  for  transportation  and  communications, 
power,  and  agricultural  land  development,  in  that  order.  About  30 

Seroent  of  the  funds  committed  are  for  loans  in  the  industrial  sector. 

lost,  of  tho  economic  overhead  projects  are  in  tho  public  sector,  much 
the  same  as  most  of  the  industry  projects  are  in  the  private  sector. 
Of  the  funds  committed,  34  percent  are  for  loans  to  private  borrowers 
or  for  loans  directly  benefiting  the  private  sector  of  the  economies. 
Although  we  are  strongly  dedicated  to  the  encouragement  of  private 
enterprise,  and  have  made  important  loans  for  this  purpose,  we  put 
great  emphasis  on  tho  provision  through  Development  lx>an  Fund 
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assistance  of  the  essential  basic  facilities  in  n country  without  which 
private  investment  cannot  play  an  expanding  role, 

COMMITMENT  CHOCKSS 

The  commitment  process  used  by  the  DLF  is  virtually  identical  to 
that  which  has  been  used  by  the  Export-Import  Hank  for  many  yearn. 
It  is  n tested  and  necessary  procedure.  It  starts  with  the  approval  of 
a loan  by  the  Development  Ixion  Fund  Hoard  of  Directors,  Once  a 
loan  has  been  approved  by  the  board  it  is  submitted  to  the  National 
Advisory  Council  for  its  advieo  and  when  that  odvirc  is  received,  a 
formal  letter  of  commitment  is  given  to  the  prospective  borrower. 
This  generally  occurs  within  2 weeks  of  Hoard  action  and  this  consti- 
tutes the  pledged  word  of  the  Vuited  States. 

At  this  point  the  D.S.  commitment  to  make  the  loan  is  publicly 
announced  in  the  country  of  the  borrower.  At  this  point  our  funds 
are  committed  and  are  unavailable  for  any  other  use.  As  the  Director 
for  the  Hureau  of  the  Budget  stated  in  liis  recommendation  on  the 
supplemental  appropriation  request,  our  funds  arc,  in  effect,  obligated 
at  this  point.  In  short,  commitments  precede  legal  obligations  by 
varying  lengths  of  time. 

In  some  instances  funds  have  been  committed  prior  to  and  subject 
to  approval  by  the  Hoard  of  specific  projects  ami  programs,  I would 
like  to  comment  further  on  these  commitments  in  ft  moment..  At 
(his  point,  I should  like  simply  to  point  out  that,  as  n mutter  of 
prudence,  they  must  be  considered  charges  against  our  lending  au- 
thority just  ns  (lie  Export -Import  Hunk  considers  similar  pledges 
made  by  it  as  charges  against  its  own  authority.  On  June  30,  these 
outstanding  commitments  totaled  $23,450,000. 

When  the  Development  Ismn  Fund  makes  a loan,  it  commits 
sufficient  funds  to  carry  the  project  or  program  to  completion.  This 
practice  is  followed  by  both  the  World  Bank  and  the  Export-Import 
Hank,  Development  activities  take  time  to  complete.  On  the 
average,  World  Hank  projects  and  programs  have  taken  it  to  4 years 
to  complete.  Development  I sum  Fund  activities  are  similar  in 
nature.  We  can  expect  that  about  10  percent  to  15  percent  of  the 
funds  allotted  to  each  project  or  program  will  he  disbursed  for  project 
payments  during  the  first  veur  after  a loan  agreement  is  signed  and  the 
rest  over  the  remainder  of  the  3 to  4 year  period.  This  Im9  been  the 
experience  of  the  World  Hank  and  of  the  Export-Import  Hank  in 
the  development  field. 

This  means  that  when  fully  underway  the  Development  Loan  Fund 
can  expect  to  have  a pipeline  of  unexpended  funds  equivalent  to  about 
2 full  years  of  operations.  Therefore,  the  unexpended  funds  of  the 
Development  Loan  Fund  have  no  connection  with  its  ability  to 
undertake  now  projects.  That  ability  is  measured  solely  by  the 
amount  of  uncommitted  funds. 

As  for  progress  in  concluding  detailed  loan  agreements,  which 
constitute  obligations  in  a technical  sense,  a total  of  $023  million  has 
been  signed  os  of  Juno  30.  This  represents  an  average  of  $62  million 
per  month  in  the  second  half  of  fiscal  year  1959. 

Expenditures  began  to  flow  several  months  ago.  They  totaled 
$67  million  at  the  end  of  fiscal  year  1959.  They  are  expected  to 
reach  nearly  $300  million  by  the  end  of  fiscal  year  1960  and  to  continue 
to  accelerate  thereafter. 


MUTUAL  SECURITY  APPROPRIATIONS,  1980 


613 


ADVANCE  COM  M l Til  ENTS 

An  aspect  of  Development  Ixinn  Fund  operations  which  has  been 
of  particular  concern  to  this  committee  relates  to  advance  commit- 
ments. Since  it  bepm  native  operations  in  January  lDf>H,  the  DLF 
lias  found  it  uoccssury  on  a few  occasions  to  commit  funds  before 
approving  in  detail  the  specific  development  projects  or  programs  for 
which  they  would  be  used.  The  question  is:  Is  this  consistent  with 
legislative  history  which  indicated  an  intention  to  avoid  advance 
annual  uid  allocations? 

Advance  annual  aid  allocutions  or  levels  of  aid  have,  in  fact,  been 
avoided.  No  commitments  have  been  made  which  involve  the  pledge 
of  a certain  amount  of  funds  on  an  annual  basis  or  for  nny  specific 
period  of  time.  However,  situations  have  arisen  where  the  Secretary 
of  State,  exercising  his  legislative  authority  to  provide  foreign  policy 
guidance  to  the  Development  Loan  Fund,  determined  that  it  was  in 
the  interest  of  the  United  Stutes  to  indicate  in  advance  that  a certain 
amount  of  funds  would  he  made  available  for  loans  to  a country  from 
development  loan  resources.  Jn  virtually  every  ease  the  Develop- 
ment Loan  Fund  had  on  hand  applications  in  excess  of  the  commit- 
ment ami,  moreover,  in  each  case  the  commitment  was  contingent 
upon  approval  of  the  Development  Loan  Fund  of  detailed  submissions 
relative  to  specific  projects  or  programs.  In  providing  funds  for  pro- 
grams wo  recognise  that  in  some  situations  loans  can  best  be  made  to 
support  economic  development  plans  covering  broad  sectors  of  the 
economy,  such  ns  railroad,  highway,  or  power  programs,  which  run 
over  a number  of  years.  However,  fluids  are  not  made  available  until 
Development  Loan  Fund  approves  specific  sound  activities  for 
financing. 

JOINT  OPERATIONS 

Some  of  the  above  situations  involved  joint  operations  with  other 
institutions  find  governments.  In  the  latter  instances  project  impli- 
cations had  been  submit  toil  prior  to  t ho  commitment  and  nnnlvsis 
had  already  been  initiated  by  Development  Loan  Fund  staff.  The 
staff  bud  reached  preliminary  conclusions  on  the  projects  it  was 
prepared  to  recommend  to  the  board  for  approval.  However,  be- 
cause of  the  joint  nature  of  the  operations  and  the  need  to  consider 
the  financing  plans  and  requirements  of  the  other  United  States  and 
and  international  agencies,  final  selection  of  the  projects  followed 
tho  formal  issuance  of  the  commitment. 

Since  these  are  commitments  to  provide  furnls  ns  and  where  sound 
and  acceptable  projects  or  programs  are  submitted,  these  advance 
dodges  correspond  to  the  “lino  of  credit"  procedures  which  has  long 
>ecn  utilized  by  the  Export-Imnort  Bank  and  which  that  institution 
iqs  found  to  be  necessary  under  certain  conditions.  The  manner 
in  which  they  have  been  made  enables  us  to  employ  tho  criteria  of  a 
sound  banking  institution.  We  have,  for  example,  rejected  a number 
of  the  projects  which  have  been  proposed  for  financing  under  these 
commitments. 

I should  emphasize  that  wo  usually  operate  on  an  individual  project 
or  program  basis.  Commitments  such  as  I have  described  hero  have 
been  employed  in  only  a few  situations  and  thon  under  sp  cial  and 
compelling  circumstances. 


014 


tttrrtiAL  sBCtmrrr  appropriations,  ioao 


IIOUBB  CUT  IN  ADU1NIHTRATIVM  EXPENSES 

1 would  also  like  to  bring  to  the  attention  of  the  committee  tlio 
serious  situation  regarding  tlio  House  art  ion  deeply  cutting  Dovclop- 
mpiit-  Iioan  Fund's  fiscal  year  IflfiO  administrative  expenses  limitation. 
The  House  rut  this  item,  which  is  a limitution  within  the  appropriated 
capital,  by  Lr»  percent,  $2 ,050,000  to  #l,7*r»0,000.  Such  ft  cut  would  ho 
very  damaging,  imperiling  effective  management. 

We  are  not  planning  on  n large  Development  lamii  Fund  staff,  hut 
it  is  essential  to  proceed  with  its  buildup  to  the  minimum  level  neces- 
sary to  carry  out  Development  Loan  Fund  functions  properly.  Only 
to  annualize  Inst  year's  level  rcuiiirca  more  administrative  funds  in 
lisral  year  15)110.  Additionally,  the  DLF  must  now  increasingly  con- 
cern itself  with  the  implementation  aspects  of  projects.  Experience 
in  other  similar  institutions  would  indicate  that  this  will  become  the 
largest  element  of  administrative  costs  ns  the  DLF  reaches  maturity 
with  projects  approved  in  the  first  year  and  ft  half  now'  moving  well 
into  actual  construction  and  operation. 

It  is  well  to  note  that  outstanding  loans  will  probably  total  in  the 
neighborhood  of  a billion  and  ft  linn  dollars  by  the  end  of  the  fiscal 
year.  In  the  implementation  anil  audit  phase  as  well  as  during  the 
initial  approval  nnd  negotiation,  it  is  imperative  that  an  effective  job 
he  done  in  order  to  get  the  very  best,  results  from  the  program  nnd 
to  avoid  mistakes  or  waste. 

1 cannot  urge  too  strongly  the  need  to  restore  the  full  amount  of 
this  severe  and  1 feel  tin  warranted  cut  made  by  the  House. 

To  tlu*  extent  that  the  Congress  is  able  to  meet-  our  request-  for 
funds  it  will  help  to  shorten  the  dependence  of  the  less  developed 
nations  of  the  free  world  on  development  assistance  from  outside 
sources.  The  Congress  has  the  opportunity  to  hasten  the  clay  when 
these  emerging  countries  will  he  able  to  rely  increasingly  on  conven- 
tional source's  of  financing,  such  as  private  investment,  the  World 
Bank,  and  the  Export-Import  Bank. 

As  a nation,  we  should  remember  that  the  careful  use  of  funds  today 
to  promote  development  affords  vitally  necessary  insurance  for  our 
own  and  our  neighbor’s  pence  and  progress  tomorrow. 

ENCOCRAOINO  COMPETITIVE  VOHKION  TRADE 

Chairman  Haydbx.  I would  like  to  sav  that  like  every  other 
Senator  I am  in  receipt  of  what  you  might  call  propaganda  from 
organizations  which  always  use  the  term  “foreign  aid"  in  their  opposi- 
tion to  it  and  I notice  that  during  this  year,  particularly  since  there 
is  evidence  that  the  United  States  will  have  an  adverse  trade  balance, 
that  the  charge  continually  is  repeated  that  foreign  aid  is  responsible 
for  the  development  of  a situation  whereby  we  bring  goods  into  this 
country  in  competition  with  our  own  economy. 

I should  like  to  know  why  consideration  has  been  given  by  the 
Development  Ixian  Fund  to  the  encouragement  of  projects  abroad 
which  result  in  the  importation  into  this  country  of  competitive 
articles. 

Mr.  Dii.lok.  Senator,  that  question  was  at  issue  not  only  this  year, 
but  also  last  year.  During  last-  year’s  considerations  of  the  mutual 
security  authorization  bill  a provision  was  written  into  the  law  which 
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require*  tho  Development  Ix)»n  Fund,  in  considering  a loan,  to  take 
into  consideration  and  account  any  possible  adverse  effect  upon  tho 
U.S.  economy. 

So  that  specific  question  is  considered  each  time  a loan  comes  before 
the  Hoard  and  has  to  be  so  considered  ever  since  that  was  put  into  the 
law. 

We  had  thought  of  it  and  given  consideration  to  that  even  before  it 
became  a law,  but  now  it  is  u formal  practice  and  none  of  the  loans 
for  which  we  havo  made  funds  available  are  of  tho  type  that  will 
create  what  we  consider  damage  to  our  own  economy. 

Chairman  Hayden.  Have  any  instances  come  to  the  attention  of 
the  Hoard  whore  there  was  actual  production  of  now  products  in 
foreign  countries,  as  a result  of  a loan  made  by  1)1  jF,  which  wound  up 
being  imported  into  the  United  States? 

Mr.  Dillon.  No,  sir;  we  know  of  no  such  instances,  Mr.  Chairman. 
Chairman  Hayden,  Senator  Chavez,  do  you  havo  any  questions? 
Senator  Chavez,  No  questions. 

Chairman  Haydkn.  Senator  Sul  Const  all. 

Senator  Saltonsta ll.  I would  like  to  ask  two  questions,  Mr. 
Dillon. 

Tho  President  has  asked  now  for  $500  million  of  tho  $1.1  billion  of 
the  1961  authorization, 

Mr.  Dillon.  That  is  corroct. 

PIlOfOBALH  FOR  LOANS 

Senator  Saltonstall,  You  state  on  page  5 of  your  statement  that 
you  have  used  up  all  tho  capital  Lhat  you  havo  available  for  loans  up 
to  and  through  the  fiscal  year  1059;  is  that  right? 

Mr.  Dillon.  With  the  exception  of  about  $13  million,  that  is 
correct. 

Senator  Saltonstall.  You  say  a substantial  backlog.  How  many 
sound  proposals  do  you  havo  and  how  much  more  money  do  they 
involve? 

Mr.  Dillon.  We  have  somewhat  over  a billion  and  a half  dollars  of 
proposals.  1 cannot  say  that  all  of  them  are  sound.  They  have  all 
been  preliminarily  scrocned  so  they  are  worth  serious  study. 

I am  Bure  that  when  we  got  into  that  study  we  will  find  that  some 
of  them  aro  projects  we  would  not  care  to  do  and  that  soino  will  be 
projects  that  tho  World  Bank  or  Export-Import  Rank  will  be  interested 
in  and,  therefore,  will  not  go  to  the  Development  Loan  Fund. 

Certainly  a groat  proportion  of  that  billion  and  a half  dollars  would 
turn  into  sound  projects  that  we  would  be  glad  to  support.  I am 
certain  that  the  amount  will  be  larger  than  the  $700  million  that  we 
are  requesting  for  the  next  fiscal  year,  considerably  larger. 

NEED  FOR  LONGER  TERR  FUNDS  AVAILABILITY 

Senator  Saltonstall.  You  state  in  your  statement  at  several 
places,  and  you  have  stated  before,  that  it  ib  helpful  to  have  the  money 
available  in  the  next  fiscal  year  as  well  as  this  year  in  the  interest  of 
sound  procedure. 

Could  you  state  briefly,  very  briofly,  why  that  is  a sound  procedure? 
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Mr.  Dillon.  One  of  the  main  reasons  is  that  the  experience  of  tho 
World  Bank  in  particular,  which  has  specialized  in  this  sorb  of  thing, 
has  shown  that  particularly  with  largor  projects  such  as  power  dam 
construction  and  other  major  construction  projects,  it  takes  a number 
of  years  to  bring  them  to  fruition.  It  takes  them  a number  of  years 
to  bo  certain  that  they  are  adequately  engineered  and  that  they  are 
being  done  in  just  tho  best  way  possible. 

Now,  in  an  institution  like  the  World  Bank  whero  there  is  knowledge 
that  funds  are  available,  both  the  Bank  itself  and  tho  country  is  willing 
and  able  to  spend  the  necessary  timo  and  effort  over  a period  of  a 
couple  of  years  to  proparo  for  such  a loan. 

In  an  institution  which  relies  only  on  year  to  year  appropriations 
and  where  wo  are  not  certain  that  wo  will  have  continuing  appro- 
priations, nor  know  what  they  will  amount  to,  it  is  very  difficult  to 
Bpend  n great  deal  of  time,  as  much  as  wo  would  like  to  ourselves,  on 
developing  long  term  projects.  It  is  also  very  difficult,  much  more 
difficult,  to  "ot  less  developed  countries  to  make  that  investment  of 
time  and  effort  since  they  are  not  sure  that  funds  will  bo  availahlo 
should  the  project  turn  out  to  ho  a good  one  technically. 

Senator  Saltonstall.  In  other  words,  if  we  aro  going  to  have  this 
Development  Loan  Bank  at  all,  it  is  better  to  have  it  on  a 2-year 
basis  as  a minimum  basis  rather  than  an  annual  basis? 

Mr.  Dillon,  Yes,  sir;  that  has  been  our  position  right  along. 
Senator  Saltonstall.  Thank  you,  Mr.  Chairman. 

Chairman  Hayden.  Senator  Monroney? 

REVOLVING  VUND  OPERATIONS 

Senator  Monroney.  Mr.  Secretary,  do  the  funds  that  wo  lend 
under  the  Development  Loan  Fund  go  into  a revolving  fund,  or  aro 
they  paid  back  into  the  Treasury  when  tho  payments  are  made? 

.Mr.  Dillon.  They  go  into  tlio  revolving  fund.  They  come  back 
into  the  Development  Loan  Fund  and  aro  available  for  reloading. 

Senator  MoNnoNKY.  What  percentage  of  tho  loans  made  by  the 
Development  Loan  Fund  are  entirely  in  U.S.  dollars? 

Mr.  Dillon.  About  20  percent 

Senator  Monroney.  I think  you  misunderstood  my  question.  At 
the  present,  when  wo  lend  money  from  tho  Development  Loan  Fund, 
it  all  goes  out  in  dollars;  does  it  not? 

Mr.  Dillon.  I think  we  nmdo  one  small  loan  in  Brazil  in  cruzeiros 
which  the  Development  Loan  Fund  would  buy  from  the  Treasury 
with  dollars. 

Senator  Monroney.  In  what  form  docs  it  eomo  back  into  the  re- 
volving fund? 

Mr.  Dillon.  About  20  percent  of  tho  loans  presently  made  arc  re- 
payable in  dollars  and  about  80  percent  in  various  local  currencies. 
Senator  Monroney,  Aro  those  local  currencies  free  for  us  to  relend? 
Mr.  Dillon.  Yes. 

Senator  Monroney.  So  there  is  no  restriction  on  reloading  these 
repayments  to  the  Development  Loan  Fund  which  come  in  local 
currencies? 

Mr.  Dillon.  They  are  froe  for  rcl ending  within  the  country. 
Senator  Monroney.  From  the  standpoint  of  the  Development 
Loan  Fund  will  there  be  any  utilization  in  lending  of  tho  local  cur- 
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rencies  other  than  the  various  special  or  small  use  that  you  mentioned 
in  the  cruzeiros  loan  to  Brazil? 

Mr.  Dillon.  I think  that  once  we  have  these  local  currencies  we 
will  make  very  good  use  of  them,  uso  very  similar  to  what  is  being 
made  of  local  currencies  that  are  presently  available  to  the  Govern- 
ment through  the  Public  Law  480  program  for  development  purposes. 
The  latter  aro  handled  by  the  IGA  ana  are  reloaned  often  in  conjunc- 
tion with  Development  Loun  Fund  projects. 

Senator  Mon  honk  y.  There  have  been  vorv  few  third  party  loans 
of  the  local  currency  of  one  country  to  another. 

Mr.  Dillon.  That  is  correct.  The  local  currencies  of  the  leas 
developed  countries  thut  don’t  produce  an  excess  of  goods  for  export 
aro  not  much  use  outside  the  country  itself. 

As  the  countries  develop  and  increaso  in  their  economic  capacity 
their  currencies  will  become  more  useful  to  our  purposes. 

EARMARKING  FUNDS 

Senator  Monronky.  In  our  Public  Law  480  sales  for  local  currencies 
wc  carefully  earmark  those  for  nonuse  to  replace  dollar  earnings.  The 
local  currencies  that  come  back  in  the  Development  Loan  Fund  are 
not  so  earmarked;  is  that  correct? 

Mr.  Dillon.  Wo  have  the  same  general  problem  in  the  Develop- 
ment Loan  Fund.  While  these  are  free  for  relending  anvwhere  we 
want  within  the  country  without  specific  permission  from  the  country 
concerned,  I do  not  think  that  we  would  no  free  to  buy  goods  and  ex- 
port them  out  of  tho  country  without  agreement  with  the  country 
concerned. 

Senator  Monronky.  Even  though  it  represents  repayment  on  an 
actual  dollar  loan? 

Mr.  Dillon.  That  is  correct. 

Senator  Monronky,  I can  understand  why  we  earmark  these  gains 
to  replace  dollar  earnings  when  they  accept  our  agricultural  surpluses 
which  are  less  desirable. 

But  it  seems  to  mo  when  they  accept  our  dollars  and  they  have 
nothing  to  pay  but  local  currency,  then  within  tho  limitations  of  not 
creating  un  inflationary  condition  in  the  local  country,  that  these 
should  be  mado  available  for  third  party  loans  through  somo  sourco  for 
acquisition  of  raw  materials  or  oilier  products  such  as  they  might  at 
that  time  have  in  surplus.  I certainly  leol  that  wo  should  give  a differ- 
ential treatment  of  somo  kind  to  the  repayment  in  local  currencies  for 
tho  dollurs  that  are  extended,  otherwise  wc,  I think,  are  going  to  find 
a wholo  lot  of  frozen  assets,  I mean  completely  frozen,  on  80  percent 
of  the  incoming  money  that  will  come  hack  from  tho  development 
loan. 

I think  it  would  bo  a tougher  and  more  bankable  operation  to  apply 
tho  same  restrictions  that  wo  got  from  Public  Law  480. 

Mr.  Dillon.  As  I said,  Senator,  on  DLF  local  currency,  we  have 
no  restrictions  on  its  use  within  the  country  concerned,  on  the  other 
hand  when  tho  Public  Law  480  loans  aro  repaid,  they  can  only  bo 
used,  even  within  tho  country,  subject  to  the  agreement  of  the  country 
concerned. 

Senator  Monronky.  That  is  only  about  60  percent  of  those  funds. 
Mr.  Dillon.  That  is  right. 
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Senator  Monhonky.  The  rent  of  thorn  are  allowable  for  defense 
expenditures  within  the  country  or  for  oursolvos,  or  for  development 
of  international  commerce  which  I think  is  an  opon-oml  use  for  a 
third  party  loan  if  we  choose  to  do  it  without  creating  an  inflationary 
condition  within  tho  country. 

Mr.  Dillon.  Wo  are  froo  to  use  the  local  currencies  in  the  Develop- 
ment loan  Fund  repayment  for  defense  expenditures  or  any  other 
expenditures  we  want  for  U.8.  uses  in  tho  country. 

The  way  that  would  he  done  would  be  simply  by  selling  them  for 
dollars  to  the  U.S,  Treasury  and  then  tho  U.S.  Treasury  could  use 
them  and  transfer  them  to  the  Defense  Department  anil  use  them 
for  that  purpose. 

raoiaa  ookbbncibh 

Senator  Monhonky.  There  is  a great  volume  of  local  currencies, 
$3,.r)00  million,  that  is  still  frozen. 

Of  course,  it  is  a great  help  to  the  countries  because  we  have  taken 
that  much  currency  out  of  circulation  as  we  keep  it  frozen.  You  do 
not  mention  in  your  statement  anything  about  approval,  as  of  this 
last  week,  of  the  national  economic  study  group  that  was  studying 
the  International  Development  Association  proposal  which  tho  SonaLc 
had  asked  them  to  study  and  report  on. 

Do  you  think  that  in  the  long  run — which  is  what  I favor — main- 
taining the  Development  Ixian  Fund  on  international  lending  of  hard 
ami  soft  currencies,  and  repayment  in  hard  and  soft  currencies  in 
proportion  to  tho  degree  of  firmness  of  the  currency,  will  eventually 
help  to  spread  this  lmrden  to  other  countries  who  have  recovered 
largely  through  our  aid  in  carrying  this  economic  development  loan? 

Mr.  Dillon.  Yes,  I do,  Senator,  and  that  is  the  reason  that  wo 
have  strongly  supported  and  are  strongly  supporting  the  creation  of 
this  International  Development  Association. 
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Senator  Monhonky.  If  in  practice  this  is  found  to  boprcforablo  to 
borrow  ing  nations  and  found  to  he  a more  liquid  w’ay  of  carrying  on 
tho  lending  business,  do  you  anticipate  that  in  the  future  this  may 
grow*  and  our  support  may  bceorno  far  greater  to  this  degree  and  that 
less  reliance  will  liavo  to  bo  placed  on  the  bilateral  lending  which,  from 
my  experience,  appears  somewdiat  objectionable  to  trio  receptive 
countries? 

Mr.  Dillon.  I certainly  think  that  is  correct,  that  if  we  aro  suc- 
cessful in  getting  approval  of  tho  International  Development  Asso- 
ciation, it  will  lead  to  greater  reliance  on  it  as  a source  for  loans. 

That  is  something  thnt  wre  do  not  control  ourselves  because  our 
contributions  to  that  can  only  ho  moro  or  less  comparable  to  what  we 
can  persuade  other  countries  to  put  in. 

It  therefore  remains  a truly  multilateral  institution  and  does  not 
become  dominated  by  the  United  States. 

I do  think  that  there  are  certain  foreign  policy  reasons  for  which 
we  will  want  to  preserve  a bilateral  instrument,  rather,  a U.S.  Govern- 
ment lending  instrument,  for  the  foreseeable  future. 

While  thore  arc  certainly  soiqo  countries  and  some  situations  whore 
there  is  a real  preference  for  dealing  with  a multilateral  institution, 
there  are  also  other  areas  and  other  situations  where  the  bilateral 
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approach  and  a purely  U.S.  Government  approach  seems  to  he  bettor 
and  is  well  regarded  by  tho  recipient  countries. 

Senator  Monronky.  You  deserve  u great  deal  of  credit  for  estab- 
lishing tho  Latin  American  Bank  which  again  will  bo  multilateral  as 
regards  Latin  America.  You  are  interested  in  the  International 
Development  Association,  and  supported  the  study  of  it,  whereby 
these  auxiliary  international  organizations  may  offer  some  loop  so  the 
long-term  development  funds,  except  for  special  cases,  may  relieve 
the  Development  Loan  Fund  of  a constant  heavy  replenishment  of 
capital  and  enable  it  to  rovolvo  the  capital  or  other  investments  we 
put  in  to  become  a real  revolving  fund  being  loaned  out  and  being 
replenished  by  repayments  on  (hose  loans. 

Would  that  not  bo  tho  ease? 

Mr.  Dillon.  I certainly  agree  that  ono  of  our  major  objectives  in 
promoting  these  multilateral  institutions  both  the  International 
American  Bank  and  the  International  Development  Association,  is  to 
obtain  a sharing,  a greater  sharing  of  tho  burden  of  development  with 
other  countries  that  can  and  are  m a position  to  help. 

As  they  take  over  a greater  burden,  a greater  share  of  the  burden, 
there  will  bo  hope  and  expectation  that  our  share  of  the  burden  will 
decrease. 

CHE  or  LOCAL  CURRENCIES 

Senator  Monronky.  Will  not  the  council’s  study  of  tho  Inter- 
national Development  Association  offer  Rome  hope  of  use  of  these  local 
currencies  to,  fust,  a limited  degree  and  perhaps  later  to  a greater 
degree,  particularly  on  raw  materials  in  underdeveloped  areas,  for 
lending  partly  in  dollars  and  partly  in  local  currencies? 

Mr.  Dillon.  Yes.  I don’t  think  though  that  local  currencies 
will  be  more  useful  simply  becauso  they  aro  in  the  possession  of 
the  International  Development  Association  aB  opposed  to  tho  De- 
velopment Loan  Fund.  However,  both  in  that  Association  and  in 
tho  Development  Loan  Fund,  and  through  our  Public  Law  480 
currencies  we  are  going  to  make  a real  effort  to  gradually  make  these 
currencies  more  useful  and  keep  them  fully  at  work. 

Senator  Monronky.  I am  inclinod  to  disagree  with  you.  If  loans 
aro  made  through  art  international  source,  our  responsibility  in  tha 
lending  will  bo  diminished  and  there  could  be  no  antagonisms  aroused 
against  the  individual  country  if  the  international  banking  institution 
makes  tho  loans. 

Thercforo,  if  they  can  find  ways  of  using  them,  you  take  out  tho 
diplomatic  repercussions  by  their  use;  you  take  away  the  fear  that  we 
wore  not  being  generous  enough  with  these  other  countries. 

Therefore,  I think  wo  should  give  special  emphasis  to  all  possible 
uses  of  local  currencies  where  it  will  not  be  inflationary. 

Mr.  Dillon.  Certainly,  I agree  with  you  that  having  them  in  tho 
multilateral  institution  would  remove  any  political  problem. 

The  economic  problem  of  the  value  of  these  loral  currencies  remains, 
but  it  would  be  purely  an  economic  problem  and  you  could  use  them 
to  the  maximum  extent  economically  feasible. 

Senator  Monronky.  And  it  works  out  very  nicely  because  it  is  a 
subsidiary  of  the  World  Bank  and  the  World  Bank  is  an  afliliatc  of 
the  International  Monetary  Fund  for  Stabilization,  so  you  have  a 
built-in  safety  valve  against  creating  inflation  by  utilizing  these  local 
currencies,  Is  that  not  correct? 
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Mr.  Diu.on.  That  is  corn'd . 

Senator  Monkonky.  Timt  is  nil  I have. 

Chairman  IIaydkn.  Senator  AllolL,  you  and  Senator  StennlH  are 
(liu  only  two  who  have  not  asked  any  questions. 

i.o an  fob  flour  mill 

Sonnlnr  At.i.orr.  I have  just  one  or  two, 

Mr.  Dillon,  with  respect  to  the  classification  of  Inarm  that,  are  being 
made  anti  perhaps  someone  eluo  wilt  want  to  answer  thin  at  n 
previous  iteamon  it  was  stated  that  a loan  was  being  marie,  wan  in  the 

process  of  being  made  on  a Hour  mill  in ; in  that  correct? 

Mr.  Dillon , I am  informed  that  it.  in  not  even  under  emtmderatinn 
by  tho  stair.  1 know  it  has  never  come  to  the  board,  hut  Mr.  Perry, 
who  is  in  charge  of  loan  operations,  states  it  is  not  even  under  con- 
sideration. 

Senator  Allott.  1 certainly  did  not  get  it  anywhere  but  in  this 
committee,  but  I am  happy  to  hoar  that. 

HFell HITT  FOR  1,0 A NM 

Next,  what  sort  of  security  does  (lie  Development  Isum  Fund  take 
upon  these  loans?  Yon  staled  in  your  statement  that  .’14  percent  of 
them  aiv  private  loans  that  is,  made  directly  to  private  individuals 
or  cor po rat  ions.  What  kind  of  security  does  the  Development  Duui 
Fund  take  for  these  loans? 

Mr.  Dillon.  In  some  cases,  the  only  security  that  we  have  is  the 
pledge  of  (he  credit  of  the  private  organization  pledged  to  repay 
the  loan. 

We  have,  in  addition,  in  other  cases,  had  personal  guarantees  and 
have  had  pledgee  of  stoek  owned  by  some  private  individuals  and  in 
some  places  l think  there  have  been  mortgagee. 

Rut  the  mortgage  principle  is  one  that  is  not  universal  around  the 
world,  so  we  cannot  do  that  in  every  cnee. 

Senator  Allott.  This  is  a point  that  concerns  me.  We  would  not 
make  a loan  to  anv  of  our  own  people,  and  we  have  been  through 
this  with  our  Small  Heedless  Administration  over  and  over,  where 
even  in  corporations  timt  make  loans,  they  force  tlm  olfieors  of  the 
corporation  and  the  stockholders  to  sign  the  obligations  to  our 
Government  mi  an  individual  basis  in  addition  to  the  corporate 
responsibility. 

Mr.  Dillon.  We  do  the  same  thing  in  the  Development  Loan 
Fund,  depending  on  the  facts  of  the  ease. 

Senator  Allott.  It  is  of  concern  to  me  why  we  do  not,  1 understand, 
take  mortgages  or  property  liens  upon  the  very  property  we  are 
loaning  for. 

Mr.  Dii.lov.  We  have  in  some  cases  required  that,  stockholders  and 
investors  give  their  personal  guarantee  in  the  same  fashion  as  in 
these  other  oases  you  mentioned. 

I think  for  the  technical  part  of  the  mortgage  business  maybe  I 
might  ask  Mr.  Monapaee,  the  Acting  Managing  Director,  to  answer 
that. 
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I'ltlVATJC  LOAN*  A Nil  MORTO AOKS 

Mr.  AIknai'ACK.  Ill  every  case  of  llio  private  loan  wii  do  go  into 
I In*  ipieatiiiii  of  the  eipiily  tin*  money  tlint.  in  put  into  tin*  enterprise 
by  t in1  t.v.,ners.  Wo  make  mire  that  the  eipiity  investment  is  in  snlis- 
fartory  relationship  to  tin*  amount  of  money  loaned. 

Ah  to  umrlgiiges,  wn  are  considering  the  possibility  of  morlgugeH 
wherever  we  can  have  them. 

Aetuullv,  in  Home  countrieH,  mortage*  are  not  eiiHtomary  and  you 
have  legal  problem*  involved  in  exercising  them. 

In  the  aeenml  place,  the  question  alwayn  cornea  up  whether  it  ia 
advisable  for  the  U.S.  Government  to  have  a mortgage  and  have  to 
go  into  court  to  enforce  it. 

I think  that  ia  an  important  connideralion,  too.  We  are  relying 
more  on  other  forma  of  Hecnrity,  tuicli  an.  in  the  cane  of  the  textile  mill 
in  the  Sudan  we  have  the  guarantee  of  the  individual  inventor  und  the 
guarantee  of  the  parent  corporation  whieh  he  controls, 

I might,  nay  that  we  alao  lay  down  pretty  atriet  rules  ahout  the 
company's  ability  to  hurrow  from  oilier  soureea.  Sometimes  we 
ran  a ire  Hiilmnlirmtion  of  other  loans  that  are  in  exiatenee. 

We  restrict  dividend  payments  and  we  take  just  ahout  every  pre- 
caution that  we  eun,  short  of  getting  an  actual  mortgage. 

As  l say,  we  are  considering  the  possibility. 

COUNTRIES  l.ACKINU  PROVISION  FOR  DEFAULT 

Senator  AtJ.nrr.  Is  there  a specific  country  in  the  world  you  can 
name,  Mr.  Menupuec,  where  the  laws  do  not  have  some  provision  for 
a lender  taking  charge  of  the  property  in  the  case  of  u defaulting 
debtor? 

Mr.  MknaI'ack.  Yes. 

Senator  Am.ott.  I ain  very  concerned  about  this  thing.  I wont 
into  it  before  and  I would  like  a ch  ar-cut  answer  on  what  we.  arc  doing. 

Mr.  Mknaimcu.  There  is  one  country  I can  name  right  offhand. 
'J'li at  is  Liberia. 

Senator  Allott.  They  have  no  means  for  securing  money  in  Liberia 
except  by  open  note.^  Jfa  that  what  you  are  saying? 

Air.  Al knai'ack.  That  is  right.  Wo  have  a small  loan  there,  and 
in  that  ease  we  have  the  endorsement  of  two  companies  who  are  the 
owners  of  the  borrowing  company. 

DF.VKLOPINO  PROJECTS  FOR  LOANS 

Senator  Allott.  This  ties  in  very  much  with  Air.  Dillon’s  state- 
ment on  page  3,  which  worries  mo  very  much.  He  says: 

We  have  indicated  many  times  in  1 1 in  past,  economic  development  projects  take 
time  to  prepare  and  evaluate.  Many  borrowers  are  either  unable  or  unwilling  to 
engage  in  the  time-consuming  preparations  Hint  are  required  wil  hoot  some  assur- 
ance that  the  funds  will  ultimately  t>o  available  if  the  project  proves  to  lie  a Round 
one. 

I have  people  who  come  to  me  today,  day  after  day,  who  have  spent 
years  of  their  lives  and  all  of  their  savings  developing  projects  and  are 
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just  looking  and  begging  for  money  to  finance  them.  Some  of  them, 
I am  sure,  are  very  sound. 

Now,  docs  this  not  in  effect  get  us  on  the  baBis  of  begging  people  to 
take  money? 

Mr.  Dillon.  No,  sir;  not  at  all. 

What  I had  reference  to,  what  I answered  earlier  to  Senator  Salton- 
stall — that  applies  primarily  to  the  major  projects  such  as  dams  and 
things  of  that  nature  which  are  similar  to  projects  financed  by  the 
World  Bank  which  take  a number  of  years  to  thoroughly  prepare  and 
which  require  considerable  expenditure  of  both  money,  time,  and 
effort  to  prepare  them. 

That  is  somewhat  different  from  private  projects  which,  of  course, 
are  the  essence  of  our  free  enterprise  system.  Private  individuals  do 
take  a certain  amount  of  risk  in  preparing  now  projects  and  developing 
new  ideas  with  the  hope  that  they  will  receive  profits  from  them  if 
they  should  be  successful. 

'the  projects  I referred  to  are  generally  the  type  of  projects  where 
there  is  no  profit  motive  in  them  at  all. 

UNCERTAINTY  ABOUT  CONTINUITY  OP  YUNIJ 

Senator  Allott.  Let  me  pin  this  down  so  that  I understand  what 
you  are  saying. 

If  you  havo  a given  country,  country  Z.  which  needs  power  very 
badly  and  has  a very  fine  damsite,  potential  damsitc,  do  you  mean  to 
say  that  this  country  is  unwilling  to  proceed  at  all  in  preparing  an 
application  knowing  that  this  fund  is  in  existence,  or  to  do  the  back* 
ground  engineering  work  which  would  pave  the  way  for  a preliminary 
application  for  the  commitment  of  these  funds? 

Mr.  Dillon.  All  I am  saying  is  that  this  Fund  has  not  been  in 
existence  vory  long,  that  the  amount  of  funds  that  are  available  to 
it  are  open  to  question  every  year. 

There  is  not  yet  a certainty  in  the  minds  of  these  other  countries 
that  this  Fund  is  going  to  continue  for  the  necessary  time.  There- 
fore, they  are  not  as  prepared  to  Bpond  the  time  and  effort  if  they  have 
to  look  for  this  Fund  2 or  3 years  nenco  os  they  would  be  if  there  was  & 
continuity  to  the  Fund. 

Senator  Allott.  I understand  that  and  I am  in  sympathy  with 
that,  Mr.  Dillon. 

TYPE  Of  SECURITY  REQUIRED 

Now,  let  us  go  back  to  this  security  thing.  Do  I understand  the 
answer  to  be,  Mr,  Menapaco,  that  the  U.S.  Government  docs  take  in 
the  Development  Loan  Fund  tho  same  security  or  the  maximum 
security  it  can  take,  operating  within  tho  laws  of  the  individual 
country? 

Mr.  Mbnaface.  Yes,  air.  We  don’t  insist  on  a mortgage. 

Senator  Allott.  Why  do  we  not  insist  on  a mortgage,  Mr.  Mena- 
pace?  We  insist  on  it  when  we  loan  money  to  our  own  peoplo. 

Mr.  Mena  face.  Well,  tho  Export-Import  Bank  is  pretty  much  in 
the  same  position  in  not  taking  mortgages.  Tho  World  Bank  covers 
itself  by  getting  a guarantee  of  tho  Government. 

Senator  Allott.  Bocause  they  do  not  do  it  does  not  mean  that  it 
is  not  right  and  should  not  be  done. 
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Mr.  Menapace.  It  depends  on  the  case.  Where  there  is  an  exist- 
ing mortgage,  we  specify  that  we  must  get  pari  passu  treatment  with 
that  mortgage.  We  go  just  aa  far  as  we  can  in  getting  guarantees, 
pledging  of  stock,  but  we  have  not  taken  mortgages  in  many  cases. 

Senator  Allott.  I hope  sometime  this  fall  I will  have  an  oppor- 
tunity to  come  over  to  your  shop  and  see  just  exactly  what  you  have 
on  some  of  these  loans. 

Now,  I have  one  other  question.  I started  out  with  the  ques- 
tion— 

Mr,  Menapace.  May  I saw  just  one  raoro  word. 

As  a matter  of  normal  practice  in  every  case  wo  put  in  the  usual 
negative  pledge  clause  which  precludes  tho  company  from  borrowing 
or  giving  security  to  anybody  else  without  giving  us  equal  security. 

FLOUR  MILL 

Senator  Allott.  Now,  referring  to  my  original  question  about  the 
flour  mill,  I have  in  my  hand  a loan  statement  by  the  De- 
velopment Ijoan  Fund,  and  it  says  "Loan  applications  on  hand  as 
of  June  30,  1959” — on  page  7 of  that  document  I find  the  names  of 

several  companies  in  which  have  applied  for  loans  for  tho 

erection  of  flour  mills,  and  the  amounts  of  the  loans  applied  for. 

Now,  it  was  my  understanding  that,  the  Secretary  did  not  know  of 
these  applications.  Do  you  havo  knowledge  of  these? 

Mr.  Perry.  They  have  been  received.  The  statement  that  ho 
made  was  that  they  were  not  under  active  consideration.  Our  loan 
officer  is  not  collecting  any  data  on  them,  they  have  not  been  rejected. 
There  was  some  thought  that  perhaps  some  of  the  American  millers 
might  possibly  be  interested  in  going  in  on  a joint  arrangement. 
Senator  Allott.  You  say  these  are  on  an  inactive  status? 

Mr.  Perry.  Yes,  sir. 

I think  there  was  discussion  of  this  in  the  earlier  supplemental. 
At  that  time  I don't  think  we  were  quite  as  clear  in  saying  that  they 
were  in  inactive  status,  but  they  definitely  are  in  that  status  now. 
Senator  Allott.  Thank  you. 

Senator  Chavez.  Mr.  Chairman,  I want  to  ask  tho  Secretary  a 
question  in  reference  to  what  Senator  Allott  was  asking  about. 

SECURITY  ON  FORMOSAN  LOANS 

It  sclJus  to  me  that  when  wo  had  tho  hearings  on  tho  supplemental 
bill  there  was  some  money  there  for  the  loan  fund,  wo  had  testimony 
regarding  some  $08  million  for  loans  to  Taiwan  or  Formosa,  to  the 
Government, 

What  kind  of  security  do  wo  get  on  that  type  of  loan?  Did  you 
make  a loan  to  Taiwan  for  the  building  of  a dam? 

Mr.  Dillon.  We  have  made  different  loans  to  Taiwan.  Tho 
total  commitments  that  wo  havo  made  in  Taiwan  so  far  are  a total 
of  about  $39%  million. 

The  largest  commitment  there  is  a commitment  of  $21%  million 
which  is  for  the  purposo  of  helping  to  complete  the  Shihmon  Dam. 
Senator  Chavez.  What  kind  of  security  did  you  get? 

Mr.  Dillon.  I think  it  is  just  the  pledge  of  tno  owning  corporation, 
which  is  the  Shihmen  Development  Corporation. 
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Senator  Chavez.  Is  that  a government  entity? 

Mr.  Dillon.  It  is  a government  entity,  yes.  The  loan  ia  backed 
in  this  case  by  the  Government  of  the  Republic  of  China. 

Senator  Chavez.  Thank  you. 

Chairman  Hayden.  Senator  Stcimis. 

guarantee  or  loans 

Senator  Stennis.  Mr.  Chairman,  I have  a brief  question  here. 
About  this  security,  Mr.  Secretary,  if  you  have  the  guarantee  or  the 
word  of  honor  of  a country  guaranteeing  the  loan  it  just  occurs  to 
me  that  if  they  are  going  to  breach  that,  why,  they  would  breach 
tho  terms  of  any  security  that  you  might  have  in  the  way  of  collat- 
eral. Ia  that  a part  of  vour  consideration? 

Mr.  Dillon.  Our  public  loans  that  go  to  public  entities  are  guaran- 
teed generally  by  the  governments  and  wo  think  that  is  the  ultimate 
that  you  can  have. 

I tnink  that  the  loans  that  Senator  Allott  was  concerned  with  are 
loans  to  private  organizations. 

Senator  Stennib.  That  is  my  question  now. 

Mr.  Dillon.  They  are  not  guaranteed  by  tho  Government. 
Senator  Stennis.  That  is  what  I thought  you  said  a while  ago, 
that  you  had  the  Government  guarantee  on  all  those  loans. 

Mr.  Dillon,  Not  on  all  of  them. 

Senator  Stennis.  So  thero  tho  matter  of  collateral  is  pertinent? 
Mr.  Dillon.  We  have  considered  that,  but  we  felt  that  it  was  not 
in  accordance  with  the  directive  of  Congress  and  tho  idea  behind  the 
fund  to  insist  on  Government  guarantees  of  privato  operations  be- 
cause that  would  in  effect  not  be  promoting  private  enterprise;  it 
would  bo  promoting  Government  control  of  these  things. 

Senator  Stennis.  Frankly,  1 havo  not  had  a chance  to  attend 
many  of  these  hearings.  I just  want  to  ask  one  question. 

TYPES  OP  LOANS 

You  refer  to  your  need  hero  of  a minimum  of  $700  million  in  your 
loan  fund  and  that  it  has  been  reduced. 

Then  you  soy  hero  ot  the  top  of  pago  8: 

Tho  major  part  of  tho  public  aootor  loans  havo  boon  for  transportation  anti 
communications,  power,  And  agricultural  land  development  in  that  order.  About 
30  percent  of  tho  funds  committed  aro  for  loans  In  the  Industrial  sector. 

What  aro  some  of  tho  illustrations?  I just  have  not  had  a chance 
to  look  over  those  loans.  You  doubtlosa  have  a long  list,  but  could 
you  illustrate  that  statement  with  the  few  examples? 

Mr.  Perky.  Do  you  want  the  private,  sir? 

Senator  Stennis.  I want  some  of  each.  You  referred  to  a dam  in 
Taiwan  and  gave  the  name  of  it. 

Mr.  Dillon.  We  started  hero  on  pogo  25,  which  shows  tho  types 
of  loans,  it  shows  all  tho  loans  wo  havo  made  us  of  April  30  in  this 
Development  Loon  Fund  book. 

In  tho  Far  East  we  have  mado  a $20  million  loan  for  power  distri- 
bution in  Bangkok. 

Senator  Stennis.  That  is  a public  loan? 

Mr.  Dillon.  That  is  a public  loan  and  it  is  tied  in  with  a loan  of 
$05  million  by  tho  World  Bank  to  build  the  original  power  dam  and 
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there  is  a further  loan  by  Export-Import  Bank  to  build  ft  coal-fired 
power  station  in  Bangkok. 

This  is  the  distribution  system. 

Senator  Stennjs.  They  all  tie  in  together? 

Mr.  Dillon.  They  all  tie  in  together. 

Senator  Stennib,  That  is  a good  illustration. 

Now,  an  explanation  of  these  private  loans,  that  is  to  individuals  or 
corporations  within  a country,  give  us  some  of  those. 

Mr.  Dillon.  I think  a very  good  one  is  in  Tunisia  where  we  loaned 
$6,250,000  to  a group  that  is  putting  up  a factory  to  make  pulp  out 
of  a kind  of  grass  which  they  grow  tnore,  called  esparto  grass,  which 
in  the  past  they  have  exported  in  its  bulk  Btate  to  England  where  it 
was  fabricated  into  pulp. 

By  having  pulpmill  in  Tunisia,  Tunisia  will  gain  something  like  a 
million  dollars  a year  in  foreign  exchange  once  this  thing  gets  under- 
way. But  this  was  put  up  by  a private  group  and  we  financed  a por- 
tion of  it. 

Senator  Stennib.  You  have  this  list  on  page  25. 

Mr.  Dillon.  Yes,  sir;  they  are  detailed  thereafter.  Each  one  is 
described. 

Senator  Stennis.  Thank  you. 

That  is  all,  Mr.  Chairman. 

COMPETITION  A MONO  LENDING  AGENCIES 

Senator  Dwohshak.  Mr.  Chairman,  I would  like  to  nsk  the  Secre- 
tary a question. 

Wo  have  had  the  operation  under  the  International  Bank,  the 
World  Bank,  and  the  Export-Import  Bank,  and  recently  set  up  and 
yesterday  appropriated  money  to  initiate  operations  of  the  Interna- 
tional American  Development  Bank. 

I notice  on  page  25  that  under  tho  Development  Loan  Fund  we 
have  in  excess  of  $600  million  worth  of  loans. 

Now,  aro  wo  going  to  have  some  real  competition  between  the 
Export-Import  Bank  and  Development  Loan  Fund  and  the  Inter- 
American  Development  Bonk,  or  are  we  going  to  have  somo  semblance 
of  sanity  in  tho  operations  so  that  we  will  avoid  embarrassment  and 
throatcutting?  What  is  the  outlook  there? 

Mr.  Dillon.  I think  wo  have  been  quite  successful  in  avoiding  it 
so  far  and  I think  we  will  bo  even  more  successful  in  the  futuro  as  wo 
go  along. 

Tho  procedure  is  that  tho  Development  Loan  Fund  does  not  under- 
take any  loans  until  they  have  referred  the  particular  loan  both  to  the 
World  Bank  and  the  Export-Import.  Bank  and  have  been  informed 
by  those  two  institutions  that  for  one  reason  or  another  they  are  not 
nnle,  or  are  not  prepared,  to  go  ahead  with  that  particular  loan. 

That  insures  that  this  follows  tho  provisions  of  tho  law  that  the 
funds  in  the  Development  I;oan  Fund  should  be  supplemental  to, 
but,  not  competitive  with,  other  institutions. 

Wien  the  Intcr-Amorienn  Bank  gets  established  one  of  its  major 
objectives — and  there  is  a provision  in  the  Bank  which  will  allow  it  to 
do  this — is  that  it  will  help  coordinate  the  development  assistance 
from  all  sources  to  Latin  Ajnerica.  We  would  presumo  that  practi- 
cally all  loans  would  go  thcro  first  and  from  there  if  they  wore  not 
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able  to  do 'them  all  they  would  then  be  handed  out  to  the  different 
agencies.  It  would  be  fully  coordinated. 

LOANS  BT  INTER- AMERICAN  development  bank 

Senator  Dworbhak.  Most  of  the  loans  which  will  be  made  bv  the 
Inter- American  Development  Bank  will  be  repayable  in  dollars  except 
those  loans  under  the  special  fund? 

Mr.  Dillon.  That  is  right,  all  of  them  except  the  loans  under  the 
special  fund. 

Senator  Dworbhak.  What  is  that.  SI 50  million? 

Mr.  Dillon.  I think  it  is  $!50  million  to  start  with. 

Senator  Dworbhak.  Those  will  bo  the  soft  loans  repayable  in  local 
currencies. 

Mr.  Dillon.  In  local  currencies. 

Senator  Dworbhak.  In  this  Development  Loan  Fund  a very  small 
proportion  of  these  loans  will  bo  repayable  in  dollars? 

Mr.  Dillon.  20  percent  so  far.  Our  original  estimate  was  that  it 
would  be  less  than  that  when  wo  Btarted  the  Development  Loan  Fund. 
Originally,  I think  the  testimony  shows,  we  thought  it  would  be  10 

fiercent,  but  we  have  been  able,  as  wo  worked  along,  to  get  a little 
arger  percent,  it  is  now  up  to  20  percent.  We  will  try  our  best  to 
get  the  maximum  possiblo  in  dollars  because  it  makes  the  fund  more 
of  a revolving  fund. 

Senator  Dworbhak.  Of  course,  it  is  obvious  that  the  applicants  for 
the  Development  Ix>an  Fund  will  prefer  to  repay  the  loans  in  their 
own  currencies? 

Mr.  Dillon.  That  is  right. 

Sometimes,  quite  frequently,  wo  provide  partly  repayable  in  local 
currency  and  partly  in  dollars.  That  way  we  get  a portion  of  dollars 
that  we  would  not  bo  able  to  do  otherwise. 

Senator  Dworbhak.  I hope  you  con  avoid  competition  because 
instead  of  engendering  good  wifi  and  building  up  friendly  relations 
wo  will  probably  offend  many  of  those  countries  because  wo  get  em- 
broiled in  controversy  and  competition,  and  which  is  possible,  but  it 
certainly  should  bo  avoided. 

I have  one  question  of  Secretary  Shuff. 

AID  TO  DENMARK 

When  we  were  discussing  military  assistance  I notice  that  Denmark 

for  1959  had and  tno  budget  for  1900  provides  for . Is 

that  an  increase  from to dollars  for  Denmark? 

Mr.  Shuff.  Yes,  sir;  it  is. 

Senator  Dworbhak,  Can  you  briefly  give  us  an  explanation? 

Mr.  Shuff.  Yes,  sir. 

That  is  a cost-sharing  proposition  in  which  the  United  States  and 
Denmark  are  getting  together  in  order  to  accomplish  something  which 
she  has  to  accomplish  in  the  building  of  ships  to  meet  her  NATO 
MC-70  re(iu iruments. 

Senator  Dworbhak.  You  said  cost  sharing.  Does  that  mean  that 

we  will  recover  any  part  of  that  — • dollars? 

Mr.  SHUFr.  No,  sir;  wo  won’t  recover  it,  but  instead  of  giving  the 
ships  as  grant  aid,  we  aro  putting  up  50  percent  of  tho  money,  to  build 
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the  ships,  and  Denmark  will  put  up  the  other  50  percent  and  the  ships 
will  be  built  to  meet  the  MC-70  goals  of  NATO, 

Senator  Dworshak.  Thank  you. 

Senator  Saltonstall,  Mr.  Dillon,  while  you  are  here  I have  one 
question. 

SECTION  10*  LANGUAGE 

Mr.  Scott  called  this  to  my  attention.  You  object  to  section  103  in 
tho  bill  which  was  a section  stating  that  loans  for  flood  control  should 
moot  the  standards  that  we  require  in  this  country. 

Then  there  was  this  section  proposed  which  I understand  was 
drafted  by  your  office  and  which  would  be  acceptable  to  you  if  tho 
committee  wanted  to  adopt  it. 

Proposed  substitute  section  J03:  "Section  103.  None  of  tho  funds  herein 
appropriated  for  defense  support,  the  Development  Loan  Fund,  special  assistance, 
or  the  President’s  Special  Authority  and  Contingency  Fund  shall  be  used  to 
finance  the  construction  of  any  new  flood  control,  reclamation,  or  other  water  or 
related  land  resource  project  or  program  unless  and  until  there  is  prepared  on  the 
basis  of  all  available  data  a detailed  evaluation  which  provides  reasonable  assur- 
ance that  the  total  benefits,  including  furthering  the  objective*  of  the  Mutual 
Security  Act  of  1954,  as  amended,  of  such  project  or  program  will  be  at  least 
equivalent  to  the  total  costs  thereof." 

Is  that  the  language  you  believe  will  be  satisfactory  and  the  present 
language  in  tho  bill  put  in  by  the  House  would  be  impracticable? 

Mr,  Dillon.  That  is  correct.  The  language  put  in  by  the  House  is 
totaly  impractical  and  is  not  possible  to  operate  under. 

This  language  is  drafted  in  an  attempt  to  moot  tho  views  of  the 
committee  as  expressed  when  I was  here  the  other  day. 

Senator  Dwokshak,  Thank  you. 

B ECO VERY  FROM  DANISH  GRANTS 

Senator  Stennis.  I have  one  question  with  reference  to  tho  loan  to 
Donmark, 

You  say  we  put  up  half  tho  cost  of  building  of  ships.  What  was 
tho  recovery  plan  you  mentioned?  Is  that  to  be  paid  back? 

Mr.  Shuff.  No,  sir. 

Senator  Stennis.  Is  it  a grant,  then,  to  that  extent? 

Mr.  Shuff.  The  half  that  wo  put  up  is  a grant. 

Senator  Stennis.  That  is  not  part  of  a NATO  commitment  in  any 
way? 

Mr.  Shuff.  No;  but  the  product 

Senator  Stennis.  I know,  goes  to  that  end. 

Mr.  Shuff.  Yes,  sir. 

Senator  Stennis.  Do  you  have  other  loans  of  that  kind?  I did 
not  know  that. 

Mr.  Shuff.  It  is  not  a loan,  Senator. 

Senator  Stennis.  Well,  grant? 

Mr.  Shuff.  It  is  a grant  in  order  to  have  tho  othor  country  tako  a 
lareer  portion  of  the  costs. 

Senator  Stennis.  In  other  words,  the  ship  is  what  you  need  and 
they  cannot  go  that  far  themselves? 

Mr.  Shuff.  That  is  right. 

Senator  Stennib.  So  you  put  up  half  the  money.  I am  not  asking 
this  critically,  I just  did  not  know  that  we  wore  doing  that. 
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Now,  with  what  other  countries  do  we  have  that  similar  arrange- 
ment? 

Mr.  Shuff.  Wc  are  doing  it  in  somewhat  different  form  in  the 
production  of  the  Hawk  missile  system  in  Europe.  There  are  five 
countries  involved  and  wo  are  helping  them  with  our  technical  know- 
how and  manufacturing  experience  of  the  weapon  here  so  that  they 
can  manufacture  this  weapon  for  their  own  order. 

Senator  Stennis.  Thank  you  very  much. 

Chairman  Hayden.  Are  Oiero  any  further  questions? 

Mr.  Dillon.  Mr.  Chairman,  there  is  one  other  item  of  general 
interest,  not  the  Development  Loan  Fund,  that  I would  like  to 
mention  at  this  time. 

NEED  FOB  TRIANOULAR  TRADE  UNDER  SECTION  402 

Our  study  of  the  situation  regarding  section  402  of  the  Mutual 
Security  Act  which  provides  that  $175  million  of  economic  assistance 
should  be  furnished  in  the  form  of  agricultural  products,  bIiows  that 
as  of  now  it  looks  like  this  goal  cannot  be  met  unless  we  have  as  much 
as  $70  million  of  this  in  the  form  of  triangular  trade. 

That  is  where  we  sell  the  agricultural  products  to  a country  in 
Europe,  an  industrialized  country,  and  obtain  with  that  credits  wluch 
are  then  used  in  underdeveloped  countries  for  purchase  within  that 
European  country. 

We  think  that  this  triangular  trade  is  always  complex  and  this  is  a 
larger  amount  than  we  have  done  in  the  past,  so  it  will  be  difficult  to 
get  as  high  as  $70  million. 

To  the  extent  that  thero  are  further  cuts  in  defense  support  and 
special  assistance  below  the  authorized  level,  the  problem  will  become 
even  moro  difficult,  and  I just  wanted  to  state  for  the  record  that  it 
may  be  impossible  to  roach  this  $175  million  figure,  and  it  may 
become  necessary  during  the  course  of  tho  year  for  the  President  to 
use  his  authority  to  waivo  some  portion  of  this  requirement. 

We  will  make  every  effort  to  meet  it,  but  it  may  not  bo  possible. 
Chairman  Hayden.  That  will  not  require  a change  in  tho  law? 

Mr.  Dillon.  Mo;  nothing.  I just  wanted  to  state  tho  fact  that  it 
may  happen. 

PREPARED  STATEMENT 

Mr.  Menapace,  Mr.  Chairman,  we  would  like  permission  to  submit 
a statement  which  I have  prepared  for  the  committee. 

Chairman  Hayden.  Certainly.  Any  statement  you  have  prepared 
by  members  of  tho  staff  may  be  included  in  the  record. 

Mr.  Menapace.  Thank  you. 

(The  statement  referred  to  follows:) 

Statement  of  Hon.  Robert  H,  Menapace,  Acting  Managing  Director, 

Development  Loan  Fund 

Mr.  Chairman,  ns  Acting  Managing  Director  of  tho  Development  Loan  Fund, 

I am  responsible  for  supervising  Its  detailed  day-to-day  operations.  It  is  from 
this  point  of  view  that  I should  like  to  supplement  Secretary  Dillon’s  remarks  by 
detailing  or  progress  and  accomplishments  thus  far,  by  expLainlng  how  tho  staff 
and  the  Do&rd  of  Directors  go  about  making  loans  and  oy  indicating  what  it 
takes  to  administer  a lending  operation  such  as  this. 
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Before  I describe  the  operations  and  accomplishments  of  the  DLF  I should 
like  to  refer  to  the  sharp  cut  in  the  administrative  expenses  limiation  made  in  the 
House  bill.  This  item,  which  is  part  of,  not  additivo  to  the  appropriation,  was 
reduced  5300,000  below  the  limitation  requested  from  $2,050,000  to  $1,750,000. 
At  the  end  of  this  statement  is  a detailed  analysis  of  the  severe  impediment  this 
cut  would  be  to  DI.F’s  efficient  management  of  U.8.  resources.  The  major 
point  is  that  $2,050,000  is  the  minimum  amount  necessary  to  do  & fully  effective 
administrative  job  in  fiscal  year  1960. 

In  19  months  of  active  operation,  I believe  the  Development  Loan  Fund  has 
compiled  nn  impressive  record  of  processing  loan  applications  for  economic  de- 
velopment. Out  of  the  $3.3  billion  in  applications  which  the  DLF  has  taken  under 
consideration  up  to  June  30,  $836  million  had  become  loan  authorisations  and 
commitments,  and  $941  million  were  no  longer  under  consideration,  leaving 
slightly  more  than  $1.5  billion  still  on  hand. 

Our  102  loan  authorizations  and  commitments  and  1 guarantee  agreement  will 
finance  activities  in  40  different  countries.  As  of  June  30,  35.9  percent  of  our  loans, 
in  terms  of  vuluc,  went  to  south  Asia,  largely  India  and  Pakistan;  another  21.3 
percent  went  to  the  Far  East;  20.6  percent  to  the  Near  East;  7.0  percent  to  Latin 
America;  9.4  percent  to  Europe;  and  4.9  percent  to  Africa. 

The  loans  have  been  directed  to  a variety  of  economic  purposes,  with  about  70 
percent  going  for  basic  facilities  such  as  transport,  communications,  and  power 
and  other  basic  needs.  The  remainder  have  been  largely  in  various  types  of  in- 
dustry, largely  to  private  borrowers  directly  benefiting  the  private  sector. 

The  main  categories  are  as  follows:  p<Tunt 


Transportation  and  communications 36.  2 

Power - 18,  7 

Food  and  agriculture  (including  irrigation) 7.  6 

Health  and  sanitation  (including  water  supply  and  sewerage) 3.  6 

Others  (nonindustriul) 2.9 

Industry _ 31.  1 


Total 100,0 

In  this  manner,  wo  are  helping  lay  the  economic  groundwork  of  basic  facilities 
for  the  attraction  of  domestic  and  foreign  private  capital  which  have  little  interest 
in  making  investments  in  basic  facilities. 

About  one-third  of  our  iomiB  will  directly  benefit  private  enterprise  in  the  less- 
developed  nreas.  As  of  Juno  30,  a total  of  SI  15  million  in  32  loan  commitments 
have  been  made  directly  to  private  borrowers,  or  mixed  public-private  enterprises 
and  another  $170  million  was  in  the  form  of  credits  to  governments  enabling  the 
purchase  of  equipment  by  local  private  industries  or  for  investment  funds  to  be 
reloaned  to  small  private  investors.  Furthermore,  over  20  percent  of  our  Joans 
will  1 o repaid  in  dollars  and  the  balance  in  foreign  currencies.  Their  average 
term  is  al  out  15  years  and  the  interest  rate  charged  averages  about  4.3  percent. 

Each  of  our  loans  approved  through  April  30,  1959  is  deserfi  cd  in  the  biuo 
pages— -pages  25  through  63 — -of  the  red  presentation  book.  While  wo  are  pre- 

iiared  to  discuss  any  of  these  loans  with  you,  or  any  of  the  more  recent  loans, 

’ would  like  to  single  out  three  particular  transactions  which  suggest  the  scope 
and  flexibility  of  our  operations. 

One  loan  Is  to  the  Government  of  Pakistan  for  $15,200,000  for  equipment  to 
install  approximately  1,800  tul  ewells  in  a food-growing  area  in  West  Pakistan. 
The  tnl  ewcllfl  are  part  of  a large  land  reclamation  project  to  reclaim  initially 
about  1,596,000  acres  of  saline  and  waterlogged  land.  As  Senator  Ellniidcr  stated 
in  his  report  on  the  country  on  his  1956  visit,  Pakistan’s  '‘primary  problem  is  a 
shortage  of  food,”  The  completion  of  this  project  will  place  land  under  food 
cultivation  in  an  area  w'hcre  high  salinity  and  a high  water  taHe  is  causing  70,000 
to  100,000  acres  to  lie  lost  to  food  production  annually.  Tlio  development  of 
West  Pakistan's  ground  water  resources  will  contribute  to  n solution  of  Pakistan's 
food  deficit  problem  which  has  worsened  with  population  growth  in  tho  past 
years  and  has  necessitated  su‘  stantial  import  assistance.  The  engineering  con- 
sultants on  this  project  are  tho  Denver,  Colo,  firm  of  Tipton  & Kalmbach, 

A loan  for  $20  million  has  been  concluded  with  the  Metropolitan  Electricity 
Authority,  an  agency  of  the  Government  of  Thailand.  The  proceeds  of  the  loan 
will. enable  the  agency  to  meet  tho  foreign  exchange  costs  of  establishing  a 250,000- 
kiiowatt  power  distribution  system  for  the  Bangkok  area. 

The  distribution  system  will  permit  Bangkok  to  utilize  output  from  the  Yanheo 
hydro  projeit,  which  is  being  supported  with  extensive  financing  by  the  World 
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Bank.  The  DLF  loan  was  made  concurrently  with  a $14  million  credit  by  the 
Export-Import  Bank  for  a new  76-mogawatt  thermal  power  installation.  The 
distribution  system  will  alBo  use  power  from  this  thermal  source.  These  closely 
Interrelated  projects  will  play  a major  role  in  Thailand’s  eoonomic  development 
and  provide  groundwork  for  private  industry  development.  Critical  power 
shortages  have  inhibited  the  growth  of  many  sectors  in  the  economy. 

Another  loan  is  one  concluded  with  a Tunisian  corporation  owned  In  part  bv  the 
Government  and  in  part  by  private  American  interests.  With  up  to  $6,250,000 
to  be  provided  by  the  Development  Loan  Fund,  the  corporation  will  purchase  from 
abroad  equipment,  materials,  and  services  required  for  a new  esparto  pulp  pro- 
duction facility.  In  this  project  we  also  took  the  opportunity  to  require  that  a 
portion  of  the  debentures  be  convertible. 

Esparto  grass  is  an  indigenous  plant  grown  in  Tunisia.  Its  conversion  into  a 
seminniahed  product — pulp — will  greatly  increase  its  export  value.  It  is  esti- 
mated that  the  resulting  net  improvement  in  the  Tunisian  balance  of  payments 
will  be  in  the  order  of  $1  million  nnnuslly. 

As  I have  indicated,  the  Development  Loan  Fund  by  Juno  30,  1959,  had  taken 
under  consideration  close  to  $3.3  billion  in  loan  proposals.  No>v,  when  wo  talk 
of  proposals  being  under  consideration,  we  refer  to  applications  which  have 
passed  a preliminary  screening.  They  have  been  screened  bv  my  special  assistant 
or  by  one  of  our  loan  officers  and  found  to  have  no  obvious  deficiencies  in  meeting 
DLF  criteria.  However,  to  be  acted  upon  ultimately,  either  favorably  or  un- 
favorably, they  require  more  intensive  review  and  investigation.  In  short,  these 
screened  proposals,  of  which  we  have  more  than  $1.5  billion  on  hand  right  now, 
do  not  represent  alt  of  the  proposals  that  havo  been  received.  Because  many  are 
presented  initially  In  oral  form  by  responsible  applicants  and  because  many 
proposals,  both  written  and  oral,  are  often  made  without  quoting  a specific  loan 
amount,  it  is  impossible  to  estimate  the  total  applications  made  to  the  DLF. 
We  do  know,  however,  that  a total  of  more  than  $900  million  in  written  applica- 
tions have  been  turned  away,  without  being  entered  on  our  backlog  of  applications 
under  consideration,  in  the  period  June  1958  through  June  1959. 

As  I have  indicated,  even  after  a proposal  is  accepted  for  consideration  it  may 
have  to  be  turned  away  for  a variety  of  reasons.  For  example,  of  the  $940.8 
million  in  this  category  as  of  June  30,  1959,  $374.3  million  were  transferred  to 
other  lending  institutions  for  consideration.  As  a result  of  our  normal  procedure 
which  permits  the  Export-Import  Bank  to  review  each  proposal  as  received,  that 
institution  has  expressed  an  interest  in  about  $240  million.  The  DLF  is,  there- 
fore, no  longer  considering  them.  An  additional  $316.4  million  in  proposals  we 
have  accepted  for  consideration  wore  later  withdrawn  or  found  to  lack  sufficient 
information.  Finally,  $250  million  did  not  meet  DLF  lending  criteria  as  the 
result  of  more  intensive  review. 

The  DLF  signed  its  first  loan  agreement  a little  over  a year  ago.  By  the  end 
of  fisoal  year  1958  signed  loan  agreements,  or  forma)  obligations,  totaled  $102.! 
million.  On  June  30,  1959,  they  totaled  Ifi23.3  million.  Consequently,  loan 
obligations  incurred  during  fiscal  year  1959  were  $521.2  million.  We  estimate 
that  $700  million  in  obligations  will  be  incurred  in  fiscal  year  1960  from  loan  com- 
mitments made  in  fiscal  year  1050  and  from  new  commitments. 

Repayments  under  loans  and  guarantees  have  already  begun.  Interest  and 
guarantee  fees  earned  totaled  $815,000  as  of  June  30.  We  have  also  now-  reoelvod 
our  first  payments  of  principal  which  total  $75,000  as  of  June  30,  At  the  end  of 
fiscal  year  1959  our  cash  collections  of  interest  and  fees  together  with  repayments 
from  loans  totaled  about  $367,000.  These  receipts  become  available  for  re- 
lending. 

To  complete  the  current  picture  of  the  Development  Loan  Fund’s  fiscal  status, 
Its  cumulative  expenditures — or  disbursements  against  signed  loan  agreements  on 
June  30  totaled  $67.1  million.  We  anticipate  that  about  $200  million  will  bo 
disbursed  duriug  fiscal  year  1960.  This  rate  compares  favorably  with  the  dis- 
bursement experienoe  of  comparable  lending  institutions. 

II 

I have  noted  in  a general  way  some  characteristics  of  the  loans  we  have  mado. 

I should  like  now  to  give  you  some  Indication  of  the  lending  process.  In  making 
loans,  we  have  benefited  from  the  many  years  of  experience  in  this  type  of  ac- 
tivity compiled  by  the  Export-Import  Bank  and  the  International  Bank  for  Re- 
construction and  Development.  We  have  relied  to  a considerable  extent  on  that 
{experience  in  establishing  our  own  procedures  and  organisation. 


MUTUAL  SECURITY  APPROPRIATIONS,  I9C0 


631 


The  focal  point  in  our  lending  activity  iB  a team  of  three  men,  a separate  team 
being  assigned  for  each  project  loan  proposal  taken  under  active  consideration. 
These  three,  called  a loan  committee,  are  assigned  a project  proposal  when  review 
gets  underway  and  are  responsible  for  handling  it  through  every  Btage  of  analysis, 
presentation,  and  implementation  if  a loan  is  made.  Tne  team  consists  of  a loan 
officer— who  acts  as  chairman  and  as  the  locus  for  all  staff  action  and  recohi- 
rnendatlons — an  engineer  and  a lawyer. 

When  the  Committee  first  analyzes  an  application,  it  ascertains  whether  certain 
basic  information  is  on  hand.  If  not,  it  asks  tho  applicant  sometimes  with  the 
help  of  the  ICA  mission  or  embassy  in  the  field,  to  supply  the  additional  informa* 
tion  needed  for  a thorough  examination,  It  is  sometimes  necessary  for  members 
of  our  staff  to  visit  the  applicant  in  the  United  StateB  or  abroad,  or  to  visit  tho 
locale  of  the  project  to  obtain  needed  information. 

It  is  the  responsibility  of  the  applicant  to  provide  engineering,  economic,  and 
financial  data  on  the  proposal.  The  Committee  analyzes  these  submissions.  It 
must  have,  if  relevant,  a detailed  description  of  the  item  or  services  to  be  pro- 
duced, the  Bource  of  needed  raw  materials,  the  markets  to  be  supplied  and  any 
competition  existing  or  anticipated,  and  the  transportation  associated  with  the 
raw  materials  And  finished  products.  The  Committee  directs  particular  attention 
to  a detailed  breakdown  of  costs,  In  local  and  foreign  currencies,  to  an  analysis  of 
all  sources  of  funds  including  that  already  invested  or  to  bo  invested  by  the 
applicant.  It  seeks  to  learn  what  other  sources  of  funds  might  be  available  to 
the  applicant— that  Is,  whether  private  investment  or  bunking  sources  have  been 
approached  before  coming  to  the  DLF,  or  whether  appropriate  international  or 
foreign  public  Institutions  have  been  approached.  The  Committee  wants  to 
know  how  the  proposal  relates  to  the  development  of  the  country  in  which  it  is 
located  and  tho  efforts  the  applicant  has  made  to  obtain  funds  from  existing 
sources.  The  Committee  must  have,  if  relevant,  the  most  recent  regularly  pre- 
pared balance  sheets  and  profit  and  loss  statements,  or  pro  forma  statements  if 
the  enterprise  js  new.  Among  other  things,  it  must  have  biographic  data  on  the 
management  as  well  as  credit  references.  If  a government  agency,  it  must  have 
the  names  and  positions  of  the  persons  who  will  be  responsible  for  carrying  out  the 
project.  And  the  Committee  must  have  from  the  borrower  an  indication  of  how 
no  proposes  to  carry  out  engineering,  purchasing,  construction  and  management. 
While  the  foregoing  reflects  only  partially  the  scope  of  the  Committee's  Investiga- 
tion, I think  it  will  confirm  that  their  analysis  is  both  intensive  and  wide  ranging. 
We  believe  that  only  by  proceeding  In  this  manner  can  we  fulfill  our  mandate  of 
making  only  loans  that  Are  economically  And  technically  sound,  give  promise  of 
contributing  to  economic  growth,  and  present  reasonable  prospects  of  repayment. 

I should  note  that,  while  the  basic  data  and  justification  must  come  from  the 
borrower,  the  Committee  also  uses  other  information  and  advice  supplied  by 
various  sources  within  the  Government  and  outside.  It  seeks  from  Bela  missions 
of  the  ICA  and  the  State  Department,  for  example,  overall  economic  data  on  the 
country  concerned.  It  also  looks  to  other  Washington  Agencies,  such  as  the 
Departments  of  Commerce  and  Agriculture,  for  information  and  judgments 
regarding  tho  possible  adverse  effect  of  the  proposal  on  tho  U.8.  economy. 

Once  the  DLF  staff  is  satisfied  that  the  proposal  meets  its  criteria,  a proposal 
is  drafted  for  consideration  by  the  Board  or  Directors.  This  paper  describes  the 
proposal  in  detail,  evaluates  it  in  terms  of  existing  lending  policies,  indicates  the 
viewpoint  of  the  relevant  Embassy  and  ICA  missions  and  proposes  tho  terms  and 
conditions  to  be  offered.  Before  presentation  to  the  Board,  tne  paper  Is  reviewed 
by  representatives  of  each  of  the  Directors  and  discussed  at  a staff-level  meeting. 

As  tho  foregoing  suggests,  the  operations  of  the  DLF  arc  coordinated  with  those 
of  other  agencies  in  a variety  of  ways.  The  views  of  the  appropriate  Embassy 
and  USOM  are  considered  in  tho  normal  course  of  review.  Representatives  of 
the  8tate  and  Treasury  Departments,  ICA  and  Export-Import  Bank  screen  each 
proposed  loan  at  a staff-level  meeting.  Their  superiors  review  each  proposal  as 
members  of  the  Board  of  Directors.  And  after  tho  Board  approves  a loan  It  is 
submitted  to  the  National  Advisory  Council  on  International  Financial  and 
Monetary  Problems  for  advice.  That  body  Includes  the  Secretaries  of  Treasury. 
Commeroe,  and  State,  tho  Chairman  of  tho  Board  of  Governors  of  the  Federal 
Reserve  System,  the  Chairman  of  the  Export-Import  Bank,  and  the  heads  of 
other  agencies  on  An  ex  officio  basis. 

After  the  advice  of  the  NAC  has  been  received,  a letter  of  advice  is  sent  to  tho. 
borrower  Informing  him  that  a loan  In  a given  amount  for  a specific  purpoeo  has 
been  approved;  outlining  the  basic  terms  and  conditions  of  the  loan;  and  either 
attaching  a forma)  loan  agreement  or  indicating  that  it  will  soon  be  dispatched 
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for  his  signature.  This  letter  constitutes  a formal  pledge  by  the  U.S.  Government 
to  make  a loan  and,  generally,  is  followed  promptly  by  a public  announcement. 

As  a result  of  this  complete  process,  the  terms  of  the  loan  and  often  some  of  tlio 
details  of  the  projects  ns  finally  approved  by  the  Hoard  of  Directors  will  as  ft  rule 
be  markedly  different  from  the  prop-mal  originally  submitted  by  the  applicant. 
In  other  words,  we  evaluate  in  detail  the  terms  and  conditions  and  the  scope  of  the 
loan  proposed  against  our  own  criteria.  Wo  have  excluded  financing  for  working 
capital  if  this  has  been  requested.  Frequently,  the  principal  has  been  smaller, 
the  interest  higher,  and  the  maturity  shorter  than  requested  by  the  borrower. 
Normally,  the  loan  covers  only  foreign  exchange  costs  of  the  project,  the  borrower 
providing  the  local  currency.  With  respect  to  private  projects,  we  generally 
expect  the  private  investors  to  put  up  at  least  half  the  total  cost  of  the  project. 
Many  times  for  example,  we  have  required  an  equity  participation  higher  than 
originally  offered. 

Upon  approval  of  a loan,  the  DLF  staff  negotiates  with  the  borrower  on  a de- 
tailed loan  agreement.  This  agreement  is  necessarily  a technical  document 
which  incorporates  all  of  the  terms  on  which  the  loan  is  made.  In  many  resjM*ct« 
the  agreement  resembles  the  loan  agreements  employed  bv  the  Tntenmti>  nal 
Dank  for  Reconstruction  and  Development  and  the  Kxpnrt-Import  Hank.  It  is 
a businesslike  agreement,  which  we  l>elieve  fully  protects  the  interests  of  the 
United  States. 

Knell  agreement  is  tailored  to  a particular  loan.  There  is  no  form  applicable 
to  all  loans.  A typical  loan  agreement  with  a government  is  comprised  of  about 
nine  articles,  each  containing  several  sections. 

The  first  article  sets  out  the  sum  being  loaned,  defines  the  purpose  of  the  loan 
and  specifies  the  eligible  uses  of  the  financing. 

The  next  article  states  the  terms  of  repayment.  It  established  a precise  sched- 
ule of  repayment  and  specifies  the  interest  rate  to  be  charged.  In  those  cases 
where  the  DLF  lends  dollars  and  receives  payment  in  other  than  dollars  the 
article  contains  provisions  which  require  the  borrower  to  adjust  the  amount  of 
his  payments  so  ns  to  maintain  the  original  dollar  value  of  the  loan  in  the  event 
that  the  value  of  the  currency  of  payment  changes.  This  provision  secures  for 
the  DLF  the  most  favorable  rate  of  exchange  existing  for  capital  transfers.  The 
rate  specified  is  essentially  that  which  the  borrower  would  nnve  to  pay  in  local 
currency  to  buy  dollars  if  repayment  were  in  dollars. 

The  next  article  empowers  the  DLF  to  request  promissory  notes  in  various 
forms  in  order  to  allow  it  to  rotate  its  capital  through  sale  of  the  notes  to  others 
when  possible.  Article  IV  specific!*  the  way  In  which  disbursement  is  to  be  made 
and  the  date  after  which  disbursements  wilt  not  longer  lie  innde. 

Article  V sets  forth  the  various  conditions  which  must  be  met  prior  to  dis- 
bursement, such  as  the  submission  of  evidence  that  the  agreement  has  been 
validly  entered  by  the  borrower  and  approval  by  DLF  of  engineering  and  con- 
struction firms, 

Articles  VI  and  VII  list  various  rules  governing  procurement  and  operation  of 
the  project  or  program.  These  Include  our  60-60  shipping  requirement,  notice 
to  potential  U.8.  suppliers— especially  small  businessmen,  and  maintenance  of 
1 >ooks  and  records.  Article  VIII  provides  a variety  of  remedies  for  the  DLF 
should  the  borrower  breach  the  loan  agreement  and  the  last  article  contains  a 
number  of  miscellaneous  provisions. 

When  the  loan  is  to  a private  borrower,  the  agreement  follows  the  same  pattern 
hut  contains  a number  of  additional  conditions  to  protect  the  interests  of  the 
DLF.  These  conditions  differ,  according  to  the  nature  of  the  project  and  tho 
corporate  structure  of  the  borrower. 

The  active  interest  and  participation  of  the  DLF  does  not  end  when  tho  loan 
agreement  is  signed.  In  fact,  we  anticipate  that,  like  tho  World  Hunk,  a largo 
part  of  our  staff  time  will  he  spent  in  overseeing  tho  execution  of  approved  projects 
and  programs.  Our  basic  philosophy,  whioh  ts  similar  to  that  of  the  Kx port- 
import  and  World  Hank  is  tnnt  it  is  tne  borrower's  responsibility  to  carry  out  the 
operation.  Accordingly,  we  tailor  our  Implementation  requirements  to  tho  indi- 
vidual borrower,  adjusting  then  to  his  particular  capabilities  and  tho  nature  of 
tho  project  or  program.  For  example,  where  construction  is  involved,  wo  retain 
the  right  on  our  own  or  through  an  agent  to  approve  dotallcd  engineering  drawings, 
we  reouire  the  borrower  to  retain  a consulting  engineer  approved  by  us  to  oversee 
the  operations  of  an  actual  construction  firm,  we  require  DLF  approval  of  the 
construction  contract,  and  we  require  regular  progress  reports.  Audit  require- 
ment# too  are  worked  out  to  fit  the  particular  characteristics  of  the  projects. 
These  and  many  similar  requirements  are  specified  in  detail  In  a letter  of  imple- 
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mentation  which  is  dispatched  to  the  borrower  after  the  loan  ngreemont  is  signed. 
The  purpose  of  the  letter  is  to  inform  the  borrower  of  tho  particular,  detailed 
conditions  with  which  he  must  comply  in  order  to  secure  the  use  of  tho  burrowed 
funds  under  the  loan  agreement. 

Finally,  progress  is  observed  through  on-thc-spot  inspections  where  appropriate, 
by  DLF  staff  or  by  ICA  field  missions. 


Ill 

The  Development  Loan  Fund  requested  that  a limitation  of  $2,050,000  be 
enacted  for  fiscal  year  1000  on  the  amount  ot  corj>onUe  funds  that  could  be  used 
for  administrative  expenses.  This  amount,  representing  an  increase  of  $800,000 
over  the  limitation  of  $1,250,000  enacted  for  fiscal  year  11150,  was  requested  in 
order  to  enable  the  DLF  to  provide  staff  and  services  adequate  to  carry  out  a loan 
program  which  can  he  expected  to  he  in  the  ncighlmrhood  of  nearlv*$l.5  billion 
by  the  end  of  fiscal  year  1080.  The  House  bill  allows  an  amount  of  $1 ,750,000,  or 
a reduction  of  $200,000  below  the  estimate. 

The  action  of  the  House  in  reducing  t ho  limitation  would  cause  the  DLF  serious 
difficulty  in  effectively  administering  this  important  segment  of  the  mutual  secu- 
rity program. 

In  requesting  that  this  committee  restore  the  limitation  to  the  nmount  of 
$2,050,000  proposed,  I should  like  to  point  out  several  facts  concerning  the  DLF 
and  its  method  of  operation. 

First,  the  limited  amount  requested  for  administrative  expenses  is  not  an  addU 
tional  appropriation;  it  is  rather  a limitation  on  the  amount  of  corporation  funds 
which  can  be  used  for  this  purpose  in  fiscal  year  10(10. 

Second,  as  a new  organization,  the  I)LF  began  fiscal  year  1959  with  a low  level 
of  employment  and  slowly  built  up  its  staff  to  the  Juno  20  level  of  70.  Thus, 
merely  providing  full-year  salary  costs  for  this  level  would  require  higher  admin- 
istrative funds  than  were  required  in  fiscal  year  1959. 

Third,  the  increase  requested  for  fiscal  year  1950  provides  for  some  additional 
positions  in  the  DLF  and  in  ICA  to  handle  the  increased  activity  involved  in 
implementing  approved  loans,  to  carry  on  an  adequate  audit  program,  and  to 
meet  full-year  costs  of  stafT  buildup  that  occurred  gradually  in  fiscal  year  1059. 

Fourth,  the  proposed  limitation  of  $2,050,000  which  we  are  requesting  would 
constitute  approximately  three-tenths  of  I percent  of  the  fiscal  year  1900  increase 
in  capital  proposed.  This  percentage  compares  favorably  with  the  cost  of  nd- 
ministoring  comparable  lending  institutions. 

The  executive  hrnnch  does  not  plan  on  a largo  DLF  staff,  but  It  is  essential  to 
provide  the  minimum  level  necessary  to  carry  out  Its  functions.  The  utilization 
of  resources  of  other  Government  agencies  on  n reimbursable  basts  is  contem- 
plated so  ns  to  permit  a DLF  staffing  pattern  for  fiscal  year  1900  of  only  103  per- 
sons ns  now  estimated  who  would  be  responsible  for  a highly  complex  financial 
operation  that  as  previously  indicated  will  he  in  the  magnitude  of  about  $1.5 
billion. 

In  determining  our  staffing  pattern,  we  regard  the  DLF  staff  and  tho  positions 
for  which  wo  reimburse  ICA  as  a whole.  We  estimate  that  tho  performance  of 
our  responsibilities  in  fiscal  year  19fi0  requires  the  103  positions  on  tho  DLF  staff 
ns  well  as  the  02  positions  for  which  we  reimburse  ICA.  Kxporicnce  will  show 
whether  it  Is  better  to  add  personnel  to  the  DLF  staff  to  perforin  some  of  these 
functions,  which  are  largely  related  to  the  financial  Implementation  and  audit  of 
DLF  loans,  or  whether  wc  should  continue  to  rely  heavily  on  other  agencies. 
Therefore,  in  any  readjustment  of  DLF  staffing  which  might  bo  necessary  in  tho 
future,  we  might  distribute  the  workload  differently  ns  between  DLF  staff  and 
the  staff  support  we  receive  from  ICA. 

The  reduction  proposed  would  have  a critical  impact  on  DLF  operations; 

(1)  The  DLF  workload  will  be  substantially  higher  in  fiscal  year  1660  because 
of  the  time  and  attention  that  will  have  to  be  devoted  to  the  highly  important 
work  of  implementing  loans  authorized  In  fiscal  year  1958  and  fiscal  year  1959.  in 
addition,  there  will  be  the  continued  workload  which  accounted  for  most  of  this 
year’s  staff  time,  namely,  tho  processing  of  new  loan  Applications. 

(2)  In  projecting  its  fiscal  year  I960  administrative  expenses,  DLF  utilized 
minimum  ICA  estimates  relating  to  financial  administration  and  auditing  opera- 
tions which  are  performed  by  ICA  for  DLF.  At  the  same  time  that  the  Congress 
is  emphasizing  the  need  for  more  effective  administration  and  has  authorized  the 
establishment  of  an  inspector  general  and  comptroller  for  the  mutual  security 
program,  It  would,  through  a cut  in  DLF  administrative  funds,  force  the  DLF 
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to  cut  back  from  executive  branch  estimates  of  the  staff  necessary  to  assure  the 
efficient  administration  of  DLF  loan  funds. 

(3)  One  of  the  major  lessons  learned  in  DLF’s  19-mouth  history  of  active  opera- 
tions is  the  urgent  need  for  DLF  staff  to  spend  much  time  in  the  field  evaluating 
loan  applications  and  checking  projects  underway.  In  previous  months  we  have 
not  been  able  to  free  staff  as  much  as  we  judged  necessary  for  field  inspection. 
Now,  at  a time  when  Increased  implementation  activity  is  underway,  the  DLF 
would  have  neither  sufficient  funds  for  essential  travel  nor  sufficient  personnel 
to  Bend  out  if  the  cut  in  administrative  funds  is  maintained. 

(4)  The  provisions  of  the  authorisation  act  reducing  the  reserve  requirements 
for  DLF  guarantees  are  intended  to  expand  private  participation  through  this 
means  in  DLF  loans.  This  Is  a desirable  measure  and  forward  step,  but  may 
have  manpower  implications  that  could  not  be  absorbed  within  the  total  DLF 
administrative  expense  limitation  if  the  committee  cut  is  maiutained. 

(5)  Since  developing  the  administrative  estimates,  it  has  been  found  necessary 
to  establish  a central  files  unit  which  has  further  increased  the  personnel  require- 
ments of  DLF. 

The  committee  has  been  presented  with  our  detailed  administrative  expense 
estimates.  I shall  be  glad  to  answer  any  questious  you  may  have  on  this  subject. 
I should  Jiko,  however,  in  summary  to  say  this:  I believe  tne  Development  Loan 
Fund  staff  has  done  an  outstanding  job  under  an  extraordinary  workload  in 
launching  this  vital  program.  But  we  muct  be  prepared  now  with  adequate 
additional  staff  to  handle  the  sharply  increasing  burden  of  implementation.  This 
committee  knows  how  important  ft  Is  in  administering  this  kind  of  program  to  be 
able  to  respond  quiokly  and  decisively  as  projects  are  carried  out  in  order  to 
avoid  mistakes.  Congress  has  repeatedly  shown  its  concern  that  there  be  more 
adequate  emphasis  given  to  this  phase,  While  In  the  operation  of  our  program 
we  strongly  believe  that  the  borrower  must  have  the  prime  responsibility  in 
fulfilling  ms  project,  we  must  develop  further  our  abilities  to  follow  progress 
carefully,  to  help  in  meeting  problems{  and  where  necessary  to  take  imaginative 
and  decisive  action  in  protecting  the  aims  of  the  program. 

We  are  proud  of  our  accomplishments  with  a remarkably  small  staff  and  have 
every  intention  of  keeping  the  size  modest.  The  need  for  the  increase  is  in- 
escapable it  we  are  to  do  the  intended  job  well.  I have  gone  over  the  requirements 
In  detail  personally  and  our  staff  has  been  kept  small,  adding  only  when  absolutely 
necessary.  This  has  been  the  Bpirit  behind  this  request. 

Mr.  Chairman,  this  concludes  my  prepared  statement.  I hope  that  I have 
convoyed  to  this  committee  the  fact  that  the  DLF,  only  recently  created  by  the 
Congress,  is  now  a functioning  lending  institution,  operating  in  the  businesslike 
manner  that  the  Congress  intended. 

COMMITTEE  RECESS 

Mr.  Dillon.  Thank  you  very  much,  Mr.  Chairman. 

Chairman  Hayden.  Thank  you,  gontlemen. 

The  committee  will  stand  adjourned. 

(Thereupon,  at  12:40  p.ra.,  Wednesday,  August  19,  1950,  the  com- 
mittee was  recessed,  to  reconvene  at  10:30  a.m.,  Thursday,  August 
20,  1959.) 
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THURSDAY,  AUGUST  20,  1050 

U.S.  Senate, 

Committee  on  Appropriations, 

Washington,  D.O. 

The  committee  met,  pursuant  to  recess,  at  10:30  a.m.,  in  room  1224, 
New  Senate  Office  Building,  Hon.  Carl  Hayden  (chairman  of  the 
committee)  presiding. 

Present:  Chairman  Hayden,  Senators  Ellender,  Young,  Dworshak, 
and  Allott. 

MUTUAL  SECURITY 

Citizens  Foreiqn  Aid  Committee 

STATEMENT  OF  DR,  CHARLES  CALLAN  TANSILL 
General  Statement 

Chairman  IIayoen.  The  first  witness,  I believe,  is  Mr.  Charles  C. 
Tansill. 

Unfortunately,  on  account  of  other  demands,  we  have  to  limit  the 
time.  It  has  been  agreed  that  Mr.  Tansill  shall  address  the  committee 
for  20  minutes. 

Mr.  Tansill.  My  name  is  Charles  Callan  Tansill.  For  the  last  43 
years  I have  been  professor  of  American  diplomatic  history  in  inter- 
national relations  in  five  different  universities. 

For  10  years,  from  1918  to  1928, 1 served  as  technical  adviser  to  the 
Senate  Committee  on  Foreign  Relations. 

I have  written  10  books  in  this  particular  field. 

FAILURE  or  MUTUAL  SECURITY 

Today  I have  the  privilege,  Mr,  Chairman,  of  speaking  as  a member 
of  the  Citizens  Foreign  Aid  Committee  on  tlie  important  topic  of  the 
failure  of  mutual  security. 

Since  1946  we  have  been  told  that  America’s  existence  will  be 
gravely  imperiled  if  we  are  not  a member  of  some  important,  system  of 
mutual  security.  And  since  that  time  we  have  poured  some  $70  billion 
into  certain  important  foreign  countries  for  the  purpose  of  strength- 
ening their  economic  foundations  and  developing  their  military 
potentials. 

The  idea  seems  to  be  that,  through  these  expenditures,  we  are  build- 
ing up  important  foreign  friends.  I think  in  many  ways  it  is  a means 
of  bankrupting  America  to  bankroll  the  world. 
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HISTORY  or  MUTUAL  SECURITY  CONCEPT 

For  a thousand  years  very  important  statesmen,  religious  leaders, 
emperors,  and  kings  have  dreamed  up  plans  for  world  peace  through 
mutual  security.  Pierre  Dubois,  Immanuel  Kant,  William  Penn,  and 
a series  of  others,  have  produced  these  plans  of  mutual  security. 

In  1815  we  had  our  first  experience  with  one  of  these  plans.  The 
Emperor  Alexander  I produced  the  Holly  Alliance  which  would  cause 
and  insure  world  peace  after  the  long  wars  of  the  French  Revolution. 

We  were  invited  to  belong  to  this  league  of  nations  and  the  peace 
societies  in  the  United  States  were  anxious  for  us  to  go  in. 

However,  on  July  5,  1820,  our  Secretary  of  State  said:  “No,  we 
thank  you  for  the  invitation,  but  we  are  not  going  in.” 

Now  thanks  to  the  wise  counsel  of  George  Washington  we  had  no 
entangling  alliances  with  any  foreign  power,  but  in  Europe  the  situa- 
tion was  completely  different.  After  1871  a system  of  alliances  de- 
veloped in  Europe  with  the  idea,  of  course,  of  insuring  peace  on  that 
continent 

Now  in  1882  we  had  the  famous  Triple  Alliance  between  Germany, 
Austria-Hungary,  and  Italy,  and  that,  of  course,  in  1804,  was  succeeded 
by  a very  important  military  alliances  between  Russia  and  France. 

Now  Great  Britain  comes  into  the  picture  in  an  interesting  way. 
Isolationists,  of  course,  for  a long  period,  but  in  1004  she  joined 
France  and  Russia.  In  1902  Great  Britain  had  that  very  important 
alliance  with  Japan  so  that  Japan  could  guard  the  lifelines  of  the 
empire  in  the  Far  East. 

Now  we  had  no  alliance  of  any  kind,  but  in  1898  a new  factor  entered 
into  the  international  equation.  John  Hay  went  over,  first  of  all,  as 
our  Ambassador  to  the  Court  of  St.  James  in  1897.  He  was  an  ardent 
Anglophile.  He  brightened  the  dull  routine  of  ambassadorial  duties 
by  writing  sonnets  to  Mother  England,  He  comes  back  in  1808  as  our 
Secretary  of  State. 

We,  therefore,  formed  an  understanding  with  England,  a very  close 
and  intimate  affair. 

From  1898  on  our  fortunes  have  been  very  closely  tied  with  Mother 
England.  It  did  not  Buit  England  always,  of  course,  to  have  this 
understanding  with  us. 

Now  in  1004  the  Russo-Japanese  War  broke  out.  England  was  tied 
with  Japan  and  we  were  thoroughly  pro- Japanese,  but  Theodore 
Roosevelt  did  not  want  Japan  to  score  a decisive  victcuy.  He  had  a 
theory  of  balanced  antagonisms  in  the  Far  East, 

VAR  EAST  POLICY 

1st  me  say  also  we  had  a definite  policy  in  the  Far  East,  the  policy 
of  John  Hay  in  1809  and  the  following  year  a more  important  note. 
That  was  the  note  of  July  3 of  1900,  where  we  announced  to  the  world 
that  we  were  very  anxious  to  support  the  territorial  integrity  of  China. 

But  England  was  not  interested  in  China  at  all.  So  in  i907  and  in 
i9l0  her  allies,  Russia  and  Japan,  enter  into  an  understanding  to 
divide  up  a great  part  of  China, 

It  was  rather  a blow  to  us  an$  Anglo-American  relations,  but  there 
it  was. 
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Now  we  come  down  to  1914,  America  had  seen  now  for  over  a decade 
through  English  eyes.  When  the  war  broke  out,  the  First  World 
War,  which,  by  the  way,  was  supposed  to  be  a local  affair  at  first— 
when  that  war  broke  out,  in  the  United  States  opinion  was  thoroughly 
proallies,  very  much  so.  There  was  a financial  factor;  500,000  Ameri- 
cans had  invested  in  the  Allies  success  and  it  was  a most  vocal  element 
in  America ; all  the  bunking  groups,  editorial  groups,  men  with  money. 
The  result  is  that  we  had  a common  tradition  of  culture,  English  lan* 
gunge,  and  English  literature  and  England  was  our  Ust  customer  and 
we  were  very  anxious  to  preserve  her. 

One  of  the  reasons  wo  turned  against  Germany  was  that  her  sub- 
marine warfare  threatened  American  exports  to  Europe  and  those 
exports  were  $2  billion  by  1917  and  had  lifted  America  out  of  a very 
serious  economic  depression. 

POLICIES  OP  WOOUKOW  WILSON 

Now  Woodrow  Wilson,  I don’t  think,  wanted  war  at  all.  X have 
gone  through  all  the  Wilson  manuscripts.  I happened  to  be  writing 
a life  of  Cordell  Hull.  I went  through  the  Wilson  papers  because  the 
two  men  were  very  close  toget  her. 

I think  Wilson  was  pushed  on  the  road  to  war  by  his  aggressive 
Secretary  of  St  ate,  Robert  Lansing,  and,  of  course,  bv  CoIonelHouso. 

The  interesting  thing  that  we  go  to  war,  but  first  of  all  we  are  going 
to  sever  diplomatic  relations  with  Germany  on  February  3. 

Now  in  1917,  inevitably  we  go  to  war  and  helping  her  along.  How 
did  she  repay  us? 

On  February  16. 1917,  in  a treaty  with  Jnpnn  she  gave  Japan  all  the 
German  lands  in  the  Pacific  north  of  the  Equator.  We  had  to  take 
those  islands  back  at  a terrific  cost  in  American  lives. 

I have  often  wondered  in  his  midnight  hours  Winston  Churchill 
was  plagued  by  the  ghosts  of  those  boys  who  died  on  the  islands 
given  by  the  secret  treaty. 

PUNITIVE  PEACE  Or  VERSAILLES 

In  1918  the  war  was  over.  Then  you  are  going  to  have  the  punitive 
pence  of  Vei-snilles. 

Let  me  say  at  Paris  again  Woodrow  Wilson  was  deceived  very  badly 
by  England  in  the  Pacific.  Of  course,  with  respect  to  the  island  of 
Yap,  os  one  goes  through  Wilson’s  correspondence,  you  can  see  how 
thoroughly  angry  he  was  how  England  and  France  had  turned  over 
that  island  of  Yap  and  how  important  it  was  to  Japan,  behind  Mr. 
Wilson’s  back. 

Now,  we  come,  of  course,  after  the  war,  and  we  are  not  a member  of 
the  League  of  Nations,  President  Harding  has  been  persuaded  to  call 
an  arms  conference  in  Washington. 

NINE  POWER  TBKATT  OP  1022 

Out  of  that  arms  conference  not  only  came  an  agreement  for  limita- 
tion of  arms,  hut  you  hnd  the  Nine  Power  Treaty  of  February  6, 1022. 

Now,  wo  hnd  tlie  idea  that  these  alliances  and  treaties  were  very 
important.  We  had  an  understanding  with  England  and  now  we  had, 
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.of  course,  a Nine  Power  Treaty  with  the  nine  powers  who  had  exten- 
sive interests  in  the  Far  East. 

People  had  an  idea  that  would  preserve  peace  in  the  Far  East,  but 
,it  was  not  enough. 

Now,  of  course,  the  peace  of  Versailles  could  only  be  kept  if  peace 
were  maintained  throughout  the  world.  It  was  a punitive  peace  and 
Germany  did  not  like  it. 

JtELLOGC-SlUAND  PEACE  PACT 

Now,  in  order  to  enable,  of  course,  England  and  France  to  maintain 
their  spoils  of  war,  we  signed  the  Kellogg- Briand  Peace  Pact  of 
August  27, 1928,  outlawing  war. 

The  only  way  the  peace  of  Versailles  could  be  broken  and  rectified 
was  through  war. 

Our  55  nations,  of  course,  were  guaranteeing  the  peace  would  he 
maintained.  Poor  Kellogg  did  not  realize  all  the  implications  in 
those  specific  paragraphs. 

When  ho  was  succeeded  in  1929  by  Stimson,  Mr.  Stimson  right  away 
saw  martial  meaning  in  all  those  paragraphs  and  he  said,  “Why, 
neutrality  is  out.” 

“No,”  said  the  Senators,  “that  is  not  true  at  all.” 

“We  had  spoken  to  Kellogg  and  Kellogg  said  no  military  impli- 
cations or  sanctions  behind  tne  Kellogg- Briand  Pact.” 

Stimson  said,  “I  think  there  are.” 

In  1929  he  had  a chance  to  strut  his  stuff.  Now,  we  find  a very 
serious  amount  of  friction  brought  out  in  1029  between  China  anil 
Russia  in  Manchuria. 

Now1,  Stimson  sent  a note,  “My,  my,  you  are  having  trouble  over 
there,  but  you  are  dedicated  to  peace.” 

Russia  said,  “Peace  is  our  passion.” 

.Of  course^  the  Chinese  said  the  same,  but  the  play  on  the  planes 
of  North  China  was  very  rough. 

And  Stimson  was  afraid  that  these  merry  Muscovites  might  as  a 
matter  of  fact,  take  over  Manchuria  in  a friendly  game. 

Now,  the  result  is  that  Mr.  Stimson  invoked  the  Kellogg-Briand 
Peace  Pact.  It  did  not  do  any  good  at  all.  Russia  laughed  at  it 
and  Russia  gained  her  victory  in  1929  in  North  China  without  the 
slightest  trouble. 

Many  people  had  an  idea  the  alliance  system  is  fine,  the  Longue  of 
Nations  would  work. 


ITALIAN  INVASION  OF  ETHIOPIA 

In  1935  they  had  a great  surprise  coming.  Mussolini  looked  with 
inquisitive  eyes  upon  the  riches  of  Ethiopia  and  moved  in. 

Now,  the  League  was  very  much  disturbed  and  many  English 
papers  thought  it  would  not  amount  to  much. 

The  Italian  soldiers  could  not  possibly  take  Ethiopia,  the  climate 
was  bad,  heavy  rains,  too  many  mosquitoes,  but  the  Italians  moved 
into  Ethiopia  and  made  a mockery  out  of  collective  security. 

The  British  had  to  recognize  Ethiopia.  They  did,  of  course,  swal- 
lowing very  hard,  but  they  did  it. 
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Now,  in  1930,  you  have  the  outbreak,  of  course,  of  the  Second  World 
War,  and  remember,  the  League  of  Nations,  of  course,  was  impotent 
in  that  regard.  Here  you  had  France  and  England  who  tried  very 
hard  to  get  Russia  to  go  into  a bargain  with  them  to  stop  Hitler. 

Instead  of  that,  Russia  went  in  with  Hitler  and  in  1039,  September 
the  first,  you  have  the  Second  World  War. 

As  I said,  the  League  of  Nations  was  impotent  to  keep  peace,  as  a 
matter  of  fact,  to  keep  peace  in  Ethiopia,  completely  impotent  in 
September  1930. 

SECOND  WORLD  WAR 

After  1939,  of  course,  the  Second  World  War  comes  along  and 
America  is  deeply  interested  in  this.  Slowly  we  are  drawn  in  the 
war  by  many,  many  forces. 

I need  not  go  into  detail ; I have  written  a long  book  on  that,  which 
I will  not  bore  you  with. 

But  at  the  same  time  we  were  drawn  in  a Second  World  War. 
Now,  at  the  close  of  that  war,  many  people  had  an  idea  the  League 
of  Nations  would  have  to  be  revived,  we  would  have  to  have  mutual 
security. 

Of  course,  remember  the  League  of  Nations  had  proven  a tremen- 
dous flat  failure.  So  that  is  the  background  of  this  United  Nations. 

And  a very  interesting  background  it  was.  In  the  first  place,  you 
had  Roosevelt.  President  Roosevelt,  trusting  very,  very  greatly  the 
Russians.  I think  Madam  Perkins  in  her  memoirs  has  a delightful 

Eicture.  She  is  talking  to  the  President.  She  says,  “You  know,  I 
ave  recently  talked  to  a man  who  has  returned  from  Russia  and  I 
said  what  makes  these  Russians  tick?” 

“Ah,”  he  said,  “it  is  their  ardont  desire,  of  course,  to  carry  out  the 
holy  will.” 

Roosevelt  Baid,  “My,  my,  that  i9  very  interesting.” 

He  said,  “I  have  noticed  their  spirit  of  sacrifice  which  seems  to  make 
their  whole  system  of  communism  a working  arrangement” 

But  she  said,  “Even  more^  do  you  realize  that  Stalin  went  for  a 
while  to  a monastery  and  studied  to  be  a priest  ?” 

“Ah,”  said  Roosevelt,  “that  explains  nis  idealism.” 

COKFERElfCE  AT  YALTA 

Then  from  there  he  went  to  Yalta  to  get  an  example  of  that  idealism. 
Now,  William  C.  Bullitt  had  warned  him.  Bullitt  had  said,  “Re- 
member, Mr.  President,  these  Russians  are  not  to  be  trusted.  I was 
there,  of  course,  from  1938  to  1980.” 

“Ah,”  he  said.  “You  may  be  right.  You  sound  very  logical,  but  I 
have  a hunch  if  I give  everything  to  Russia  she  will  respond  in  a 
similar  spirit.” 

Bullitt  thought  that  was  rather  an  interesting  hunch.  The  result 
is  that  at  Yalta  you  are  going  to  have  the  basis  oF  the  modern  political 
system,  we  are  going  to  give  Russia  everything.  We  nre  going,  of 
course,  to  give  her  control  of  Manchuria,  a naval  base  at  Port  Arthur, 
we  are  selling  out  the  Far  East  to  her  in  direct  defiance  of  the  promises 
that  Roosevelt  made  to  Cliiang  Kai-shek  at  Cairo. 
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When  Roosevelt  went  back  to  Washington  he  addressed  Congress 
on  May  1,  1945,  He  said,  to  assure  Congress,  we  made  no  deals  at 
Yalta  concerning  the  Far  East,  it  was  entirely  a European  arrange- 
ment. 

That  was  a direct  untruth. 

The  result  is  that  months  later  we  found  out  that  he  had  sold  out 
the  Far  East  at  Yalta,  had  sold  it  out. 

Now,  the  result  is  tnat,  of  course,  he  always  bungs  himself  at  Yalta 
to  make  the  Chinese  agree  to  these  tremendous  concessions,  to  agree 
to  their  betrayal  which,  of  course,  they  finally  did. 

ADVENT  or  UNITED  NATIONS 

Then  he  passe  out  of  the  picture  and  we  have  President  Truman 
come  in,  but  the  stage  is  set,  of  course,  for  the  United  Nations. 

It  is  a rather  interesting  stage  setting.  Here  you  have  Joe  Stalin 
who,  of  course,  was  guilty  of  murdering  at  least  6 million  Kulaks. 
He  had  Roosevelt,  who  had  perfect  faith  m him.  You  had  Miss  Per- 
kins selling  the  idea  that  Joe  Stalin  was  imbued  with  some  divine 
purpose. 

Here  you  have  the  United  Nations  and  we  are  sold  that  idea.  Re- 
member, also,  the  setting  for  the  United  Nations  in  the  summer  of 
1940. 

ZAGHAKIAB'  HTOBT 

Rear  Admiral  Zacharias  tells  us  how  he,  of  course,  is  contacted  by 
the  Vatican.  Archbishop  Doyle  had  contacted  the  Vatican  and  the 
Japanese  were  on  their  knees  lagging  for  peace,  but  Joe  Stalin  did  not 
want  them  to  have  peace:  he  wanted  to  have  them  crushed. 

So  when  Zach  goes  to  tne  Pentagon  and  sees  George  Marshall,  Mr. 
Marshall  said,  “We  are  not  interested  in  a Vatican-inspired  peace.” 

So  there  was  no  peace  and  Japan  was  atomized  and  Russia  was 
elevated  in  a very  important  way. 

That  is  Admiral  Zacharias’  story. 

Senator  Ellender.  Do  you  believe  that  stoir  I 
Mr.  Tansill.  Admiral  Zacharias,  as  far  as  I know,  and  I have  made 
many  inquiries  among  naval  men,  they  believe  it. 

Senator  Ellender.  Do  you  think  the  Japanese  wanted  peace  and  do 
you  think  that  Roosevelt  lcnew  that  the  Japanese  wantea  peace? 
Me.Tansill.  I think  there  is  no  question  about  it. 

Senator  Ellender.  Where  did  you  get  that  information  ¥ 

Mr.  Tansill.  Admiral  Zacharias  was  head  of  naval  intelligence 
and  he  relayed  the  information  to  the  Pentagon  right  along.  Nobody 
that  I know  has  contested  it. 

Now,  the  result  is  that  here  is  the  United  Nations.  We  are  regarding 
it,  of  course,  as  a very  important  bulwark  of  peace. 

KOREAN  SITUATION 

Then  on  June  5,  here  we  have  the  Korean  situation,  in  1950.  The 
Korean  situation  breaks  loose. 

Of  course,  we  have  these  North  Koreans’  power  over  the  38th 
paral  lei.  We  have  President  Truman  the  next  day,  of  course,  ordering 
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General  MacArthur  to  the  front  and  he  does  a magnificent  job  within 
limits,  but  MacArthur  is  distinctly  circumscribed  as  to  how  he  can 
carry  on  the  war. 

He  wanted,  of  course,  to  use  his  Air  Force  as  MacArthur  shows  in 
his  testimony  very  clearly.  He  could  not  use  his  Air  Force  effectively 
at  all.  He  could  not  bomb  the  five  bridges  across  the  Yalu  at  all. 

He  said— 

Therefore,  wlnm  thene  Instructions  cttun*  to  me,  I was  thunderstruck  because 
I realized  I could  not  use  uiy  Air  Force  effectively. 

Now,  at  the  sometime  in  November  of  1050,  the  Communist  picture, 
the  Chinese  Communists,  come  into  the  war. 

Now,  they  received  certain  assurances  that,  of  course,  they  would 
be  safe  in  a sanctuary  behind  the  Vain.  Who  gave  them  those 
assurances  { 

Well,  we  hud  Donald  MaeLenn,  head  of  the  American  desk  in  the 
British  Foreign  Ollice.  You  hud  Guy  Burgess  right  here. 

Many  people  are  sure  that  (lie  Britishers  conveyed  the  assurances. 

Anyway,  they  came  over.  MacArthur  had  a very  hard  time  to  meet 
the  situation,  lie  did  it  magnificently. 

Then  all  of  a sudden  we  had  a t ruce  called. 

.Senator  Eixknokh.  Will  you  agree  liiat-  MacArthur  was  given 
carte  blanche  by  President  'fnnnan  to  do  whatever  he  thought  was 
necessary  in  the  latter  part  of  the  war  ? 

Mr.  tansill.  I will  say  he  could  never  Iwmb  across  the  Yalu  and 
lie  could  never  bomb  those  bridges. 

Now,  let  me  say  right  here,  the  result  is  that  MacArthur  speaks 
about  the  situation  in  very  sharp  terms.  Let  us  take  Mark  Clark. 

In  his  fine  book  “From  the  Danube  to  the  Yalu,”  he  said:  “Yes, 
I was  there.  It  was  a war  wo  were  not  permitted  to  win.”  A very 
pithy  statement  I must  say. 

General  Ridgway  said  the  same. 

So  there  is  the  military  picture.  So  the  only  war  we  have  lost  in 
the  military  sense  was  lost  when  we  conducted  it  under  the  leadership 
strings  of  the  United  Nations. 

Senator  Eixkndkr.  May  I say  you  can  blame  General  MacArthur 
for  it  because  General  MacArthur  was  given  carte  blanche  by  Presi- 
dent  Truman  when  they  met  on  Wake  Island  anti  MacArthur  assured 
the  President  that  there  would  not  be  Chinese  interference. 

Notwithstanding  that  assurance,  there  was  Chinese  interference. 

Mr.  Tansill.  I will  say  there  was  because  assurances  were  conveyed 
to  the  Chinese  Communists  that  undoubtedly  the  7th  Fleet  would  keep 
Chiang  Kai-shek  from  landing  at  all  on  the  coast. 

Therefore,  the  Chinese  with  these  assurances  moved  their  whole 
forces  up  to  Korea  and  came  over. 

So  here  is  the  United  Nations.  Here,  as  a matter  of  fact,  we  lost 
the  war  fighting  within  their  particular  restrictions. 

USITEH  NATIONS  ARTICLE  43 

Remember  here,  under  the  United  Nations  article  42,  it  was  a fine 
thing  for  Russia  in  the  United  Nations.  Here  she  had  all  these  ill* 
gotten  gains,  but  under  the  United  Nations  article  42  security  was 
given  to  all  the  ill-gotten  gains. 


042 
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There  would  be  no  war;  war  is  outlawed;  if  anybody  starts  a war 
to  break  those  Russian  chains  the  United  Nations  will  move  in. 

That  is  very  clear. 


CONCEPT  or  "FOBTBESS  AMERICA" 

Here  we  move  away  from  that  ami  we  come  down  to  the  present 
situation.  The  idea  is  “fortress  America”  is  an  outmoded  concept, 
a distinctly  outmoded  concept. 

Now,  I think,  ns  a matter  of  fact,  it  is  extremely  important  for 
America  to  build  hor  strena-th  and  not  depend  on  alliances  abroad 
where  help  may  come  too  little  or  too  late. 

Now,  remember,  in  this  Korean  war  we  had  15  nations  besides  the 
United  States  involved.  They  put  up  33,000  ground  troops  and 
11,000  other  service  personnel,  while  we  put  up  450,000  troops  and 
rotated  altogether  a million  troops  in  that  whole  war. 

We  did  the  fighting.  They  did  the  directing. 

Now,  the  result  is  with  such  a flat  failure  on  the  record,  isn’t  is 
very  perilous  for  America  to  depend  upon  the  United  Nations  in 
which  Russia  is  an  important  member,  for  our  security  ? 

Would  it  not  be  a very  good  thing  to  build  up  fortress  America  so 
that  we  could  live  in  security  in  a world  wrapped  in  the  flames  of 
war?  America  can  defend  the  free  world  only  if  America  can  defend 
hersolf. 

Thank  you. 

(The  formal  statement  of  Dr.  Tansill  follows :) 

Statement  or  Da.  Charles  Callan  Tan  sill 

Mr.  Chairman  and  members  of  the  committee,  my  name  Is  Charles  Callan 
Tansill.  For  the  past  43  years  I hnve  been  a professor  of  American  diplomatic 
history  In  five  different  universities.  From  1W4  to  1058  I was  professor  of 
American  diplomatic  history  lu  Georgetown  UulversUy.  For  10  years  I was 
attached  to  the  Senate  Committee  on  Foreign  Relations  as  a technical  adviser. 
I am  the  author  of  10  books  In  the  field  of  International  relations  and  have 
lectured  widely  both  here  and  abroad.  I nra  now  engaged  In  the  task  of  writing 
a biography  of  Cordell  Hull,  Secretary  of  State  under  President  Franklin  D, 
Roosevelt.  Today  I have  the  privilege  of  appearing  before  this  committee  as 
a member  of  the  Citizens  Foreign  Aid  Committee  to  submit  a statement  upon 
the  very  Important  topic  of — 

THE  FAILURE  OF  MUTUAL  8ECUBITT 

Nowadays  the  old  concept  of  "fortress  America"  which  could  stand  alone  In 
comfortable  security  In  a world  that  wns  wrapped  In  the  flames  of  war,  Is  almost 
completely  outmoded.  Since  1945  our  so-called  statesmen  hnve  Insisted  that  our 
national  safety  can  be  assured  only  tf  we  enjoy  membership  In  some  Interna- 
tional association  like  NATO  or  the  United  Nations.  After  the  close  of  World 
War  II  we  began  to  pour  billions  of  dollars  Into  the  treasuries  of  alleged  friendly 
nations  for  the  purpose  of  strengthening  their  economic  structure  or  increasing 
their  military  potential.  Ncnrly  70  billions  have  been  sent  abroad  for  these 
purposes.  Americans  have  been  assured  that  these  dollars  have  bought  friend- 
ship and  have  built  a shield  of  protection  against  foreign  attack.  But  there  are 
many  students  of  international  relations  who  doubt  those  assurances.  They 
believe  that  foreign  aid  has  been  used  merely  as  a slogan  to  bide  from  the 
public  In  general  the  disturbing  fact  that  this  costly  assistance  Ir  an  effective 
means  of  bankrupting  America  to  bankroll  the  world.  Are  the  alleged  benefit* 
of  mutual  security  worth  the  staggering  price  we  hnvo  long  been  paying? 

Even  a cursory  glance  at  the  pages  of  history  will  reveal  the  fact  that  for 
nearly  a thousand  years  religious  leaders,  statesmen,  emperors,  kings,  and 
philosophers  have  been  busy  producing  plans  for  world  peace  based  upon  the 
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Idea  of  collective  security.  The  list  of  these  creative  minds  Is  a long  and  lin* 
preesive  one;  Pierre  Dubois,  Enteric  Cruce,  William  Peon,  Immanuel  Kant, 
King  Henry  IV  of  Prance,  William  Ladd,  and  Jan  Smuts.  In  1815  the  Czar 
Alexander  I,  of  Russia,  was  the  author  of  the  Holy  Alliance  which  he  hoped 
would  preserve  the  fabric  of  civilization  that  had  been  so  badly  torn  during  the 
long  wars  of  the  French  Revolution.  It.  hapjmned  that  the  Czar  Invited'  the 
United  States  to  Join  this  league  of  nations,  and  the  peace  societies  in  this  coun- 
try warmly  endorsed  this  Invitation.  But  the  wise  counsel  of  George  Wash- 
ington prevented  American  Presidents  from  entering  Into  entangling  alliances 
that  would  waste  American  lives  and  treasure  in  farflung  ware  on  distant 
continents. 

In  Europe,  however,  the  doctrine  of  the  balance  of  power  resulted  in  a series 
of  alliances  that  statesmen  hoped  would  preserve  the  peace.  After  the  close 
of  the  Franco-Prusslan  War  In  1871,  Europe  became  an  armed  camp  with 
many  nations  engaged  in  an  armaments  race  tbnt  required  staggering  annual 
appropriations.  These  expenditures  were  justified  as  a means  of  peace  insur- 
ance. As  international  tensions  grew  in  intensity,  the  cost  of  armaments 
reached  greater  heights  and  many  nations  feared  eventual  bankruptcy. 

After  the  turn  of  the  20th  century  the  situation  grew  more  critical.  The  race 
for  colonial  empire  grew  more  spirited,  and  the  forces  of  nationalism  and  mili- 
tarism Increased  the  tempo  of  this  contest  It  was  a period  of  expansion  and 
explosion  with  International  tensions  reaching  such  a high  pitch  that  in  1908 
and  1911  the  outbreak  of  war  seemed  just  around  the  corner  of  some  belligerent 
move,  To  prepare  for  such  a contingency,  the  buildup  of  armaments  took  on 
new  proportions.  This  was  particularly  true  of  the  years  from  1912  to  1014. 
During  this  brief  period,  the  French  standing  army  increased  from  563,590  to 
910,000  while  the  German  standing  army  roso  from  626,732  to  870,000,  This 
hectic  preparation  for  war  ushered  in  a climate  of  opinion  that  regarded  war 
ns  Inevitable. 

But  many  pacifists  comforted  themselves  with  the  thought  that  modern  war- 
faro  was  so  destructive  that  statesmen  would  avoid  armed  conflict  at  any  cost. 
If  conflict  eurne  it  would  be  a minor  nffair  that  would  be  strictly  limited. 
Clashes  of  arms  would  be  localized  and  the  territories  Involved  would  be  small 
In  extent. 

This  nlllance  system  that  was  supposed  to  prevent  war  and  provide  mutual 
security  was  on  elaborate  one.  The  Triple  Alliance  of  1882  comprised  Germany, 
Austria-Hungary,  and  Italy.  In  1894  France  and  Russia  entered  Into  a mili- 
tary allinuce.  In  1WH  Britain  concluded  an  entente  with  France  which  was 
supplemented  3 years  inter  by  an  understanding  with  Russia  concerning  Persia. 
In  1002  Britain  signed  a trenty  of  alliance  with  Japan  which  protected  the  life 
lines  of  British  empire  in  the  Far  East  The  system  of  alliances  was  far  reach- 
ing and  Impressive,  but  as  a means  of  peace  insurance  It  was  entirely  useless. 

As  far  as  the  United  States  was  concerned,  there  was  no  system  of  alliances 
that  lulled  Americans  Into  n false  sense  of  mutual  security.  Down  to  the  close 
of  the  19th  century  American  statesmen,  following  the  precepts'  of  George 
Washington,  had  avoided  alliances  with  foreign  powers.  But  at  the  beginning 
of  the  Spanlsb-Americ&n  War  a new  bond  with  Britain  was  forged.  It  waa  no 
formal  alliance  or  even  an  executive  agreement.  It  was  merely  a political  under- 
standing with  overtones  of  intimacy  that  might  mean  everything  or  nothing,  It 
was  so  intangible  that  Anglophobes  could  not  attack  It  in  detail— they  suspected 
much  but  could  not  adduce  any  evidence  that  would  support  their  apprehensions. 

After  1900,  this  Anglo-American  understanding  was  the  outstanding  factor  In 
the  conduct  of  American  foreign  relations.  During  the  Russo-Japanese  War, 
President  Roosevelt  was  ardently  pro-Japanese,  and  British  and  American  loans 
made  It  possible  for  Japan  to  carry  on  the  war.  But  American  foreign  policy 
had  a stability  that  British  statesmen  scorned.  At  the  Foreign  Office  there  was 
a flexibility  of  policy  tbnt  rapidly  changed  to  meet  empire  needs.  In  1004.  Rus- 
sia wan  a possible  foe;  In  1907  she  became  a party  to  a trenty  that  provided  for 
the  partition  of  Persia  and  she  was  nn  ae^oclnle  with  Britain  In  a dubious  Mid- 
dle East  policy.  Thanks  to  the  blessing  of  Britain,  Japan  and  Russia  made  up 
their  differences  in  the  Far  East  and  embarked  upon  a program  that  ran  di- 
rectly counter  to  the  platm  of  the  Department  of  State.  England  had  no  desire 
to  challenge  the  expansion  of  Russia  in  either  the  Far  or  in  the  Middle  East. 
When  an  able  American  economist,  Morgan  Shuster,  went  to  Persia  in  1911  to 
stabilize  the  finances  of  that  country,  Russia  at  once  objected.  Chaos  In  Persia 
was  exactly  what  she  wanted,  and,  with  British  help,  Mr.  Shuster  had  to  return 
to  the  United  States. 
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It  was  apparent  that  In  the  scale  of  ]>ollHrnl  vniucs  worked  out  hy  the  British 
Foreign  Office,  America's  needs  were  usually  given  n low  rating.  Hut  Hand 
assurances  continued  to  pour  out  of  No.  10  Downing  Street.  There  was  nhvnys 
the  possibility  that  a world  war  might  break  out  and  America  would  come  In 
very  handy  ns  an  nlly.  Hut  most  Kurojicnii  statesmen  sllll  believe  that  thero 
wrh  little  danger  of  a full-scale  war.  The  vast  nrmainents  that  had  been  built- 
up  since  1000  would  surely  provide  an  effective  form  of  ponce  Insurance.  In  the 
summer  of  1914  when  hostilities  broke  out  between  Serbia  and  Austria-Hungary, 
it  was  ardently  bojted  that  this  rnntllrt  would  be  a “little  war"  that  eould  he 
localised.  When  It  rapidly  develop  l Into  n world  war,  It  was  suddenly  realised 
that  the  carefully  worked-nut  system  of  alliances  that  bad  existed  since  1K82 
bad  not  been  a preventive  of  war. 

Inasmuch  ns  America  was  not  a monitor  of  any  political  alliance,  the  average 
American  hoped  Hint  the  Anglo-American  understanding  would  not  lend  In  even- 
tual Intervention  In  a war  that  quickly  attained  world  proportions.  Hut  politi- 
cal association  with  nrltalu  since  1K9K  lmd  accustomed  the  Department  of  State 
to  view  world  politics  through  British  eyes.  The  language  tie  and  the  long 
tradition  of  a common  culture  were  strung  forces  that  worked  for  Intervention. 
Moreover,  n half  million  of  American  Investors  had  bought  $2  hllllon  worth  of 
Allied  bonds.  They  had  n very  active  Interest  In  Allied  success.  American  In- 
tervention In  the  war  In  1917  was  almost  Inevitable. 

And  If  this  Anglo-Amerlrnn  understanding  led  to  American  Involvement  In 
World  War  I.  was  the  British  Foreign  Office  duly  grateful  that  American  assist- 
ance was  about  to  save  the  Empire?  This  gratitude  was  shown  In  a way  that 
later  shocked  many  Americans.  On  February  .1. 1917,  tlie  United  States  severed 
diplomatic  relations  with  Germany.  Wnr  with  Oermnny  was  now  Inevitable. 
The  British  Foreign  Office  chose  this  Important  moment  to  enter  Into  a secret 
treaty  with  Japan,  February  16.  1917.  whereby  the  Nippon  Government  was  to 
receive  the  (lermnn  Islands  north  of  the  equator  at  the  war’s  end.  Newness  to 
say.  the  Department  of  State  was  not  eonsulted  about  the  terms  of  a treaty 
that  would  place  the  Japanese  In  possession  of  Islands  that  would  endanger 
the  whole  American  position  In  the  Pacific.  During  World  Wnr  IT  these  same 
tslnnds  were  captured  by  American  military  forces  at  a staggering  cost  In 
American  lives.  I have  often  wondered  If  the  ghosts  of  these  American  heroes 
ever  haunted  the  midnight  hours  of  Winston  Churchill. 

Amerlean  revulsion  ngnlnst  the  bloody  sacrifices  of  World  Wnr  I gave  strong 
snptsirt  to  the  fight  tn  the  Senate  nirnlnst  the  Longue  of  Nations.  If  n mere 
understanding  with  Britain  since  1H9fl  had  led  to  American  Involvement  tn  one 
World  War,  what  would  membership  in  a Longue  of  Notions  lead  to?  Moreover, 
It  wns  obvious  that  America  had  lost  World  Wnr  I.  The  objectives  for  which  wo 
had  fought,  ns  voiced  hy  President  Wilson,  had  been  to  put  an  end  to  nil  want  and 
to  make  the  world  safe  for  democracy.  We  bad  most  certainly  not  attained  those 
objectives,  and  from  Hint  viewpoint,  we  bad  lost  the  wnr.  Tn  tills  mood  of  disillu- 
sionment most  Americans  were  glad  Hint  we  bad  not  entered  the  League  of 
Nations, 

But  there  were  some  Internationally  minded  persons  who  continued  to  believe 
thnt  In  union  there  Is  strength  even  though  some  of  the  members  of  the  union 
bad  diverse  political  ambitions.  President  Harding  had  boon  opposed  to  Iho 
Tannic  hut  he  was  finally  prevailed  upon  to  Invite  a number  of  nations  to  send 
to  Washington  representatives  who  would  endeavor  to  agree  upon  some  formula 
to  limit  nnnnments.  It  wns  also  hoped  thnt  Iho  nine  nations  hnvlng  Important 
interests  In  the  Far  East  could  agree  upon  n Ret  of  principles  thnt  would  point 
the  way  to  ponce  tn  the  Orient.  This  objective  was  accomplished  In  the  Nino 
Power  Treaty  of  February  0.  1922,  which  proclaimed  respect  for  the  territorial 
Integrity  of  Chinn  and  promised  Hint  the  signatory  powers  would  "eommunlcnto 
fully  and  frankly  among  themselves  whenever  circumstances  seemed  to  require 
the  application  of  the  treatyi” 

But  collective  security  ns  outlined  In  the  Nine  Power  Treaty  was  not  enough 
for  ardent  pacifists  who  finally  secured  on  August  27.  192R,  the  signature  of  the 
Kellogg-Brland  Peace  Pact  In  which  a large  number  of  nations  formally  renounced 
war  ns  an  Instrument  of  national  policy.  It  wns  not  long  before  optimistic 
publicists  began  to  talk  ns  though  wnr  had  really  been  outlawed. 

But  there  were  some  prominent  Americans  who  had  strong  doubts  about  the 
Rellogg-Brinnd  Pence  Pact.  Pennfor  Reed,  of  Missouri,  denounced  It  ns  Rn 
"international  kiss."  Other  Senators  were  not  deeply  concerned  about  the  alleged 
dangers  of  osculation.  They  had  plensnnt  memories  of  the  ancient  game  of 
"post  office.”  But  Senator  Glass,  of  Virginia,  thought  thnt  the  poet  was  not 
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worth  mb  ordiuary  “postage  stamp,”  and  there  were  some  who  reluctantly  agreed 
with  him.  In  order  to  dlsslputo  these  doubts  and  to  relievo  any  real  apprehen- 
sions among  Senators,  Secretary  Kellogg  Issued  assurances  that  the  American 
Government,  us  n signatory  to  the  pact,  bad  assumed  no  moral  obligation  “to 
apply  sanctions  or  to  take  affirmative  military  uctlon  in  any  case  whatever 
may  happen." 

Secretary  Htlmson,  who  succeeded  Kellogg  us  Secretary  of  State,  was  certain 
thut  Kellogg  did  not  realize  the  Implications  of  the  peace  pact  he  had  signed. 
To  Stlmson's  belligerent  eye  there  was  a martial  meaning  in  the  puciflc-api>cnriiig 
phases  of  the  pact.  Kellogg  was  unaware  of  the  fact  that  he  hud  burled  the 
old  American  rule  of  neutrality  in  the  ambiguous  phraseology  of  two  Important 
paragraphs.  Htlmson  was  determined  to  make  the  most  of  this  ambiguity. 

His  opportunity  came  in  1020  when  serious  friction  develoj>ed  between  China 
and  Russia  with  reference  to  the  administration  of  the  Chinese  Eastern  Railway. 
When  the  dispute  grew  more  heated,  Htlmson  called  the  attention  of  both  na- 
tions to  the  fact  that  they  were  signatories  of  the  Kcllogg-ltriund  l'aet.  Russia 
replied  that  penco  was  her  passion  and  China  made  a slndlur  reply,  Despite 
these  pad  He  assurances,  large-scale  military  alterations  were  soon  In  progress. 
There  had  been  no  declarations  of  war  but  the  peaceful  play  on  tbe  plains  of 
Manchuria  had  grown  exceedingly  rough  even  for  boisterous  Red  Russians. 
Htlmson  thought  (hat  (he  unties  of  these  merry  Muscovites  had  a hint  of  bel- 
ligerence, so  he  wrote  to  the  Soviet  Government  and  culled  attention  to  that 
fact.  All  that  he  got  for  his  pains  was  an  Impudent  note  from  the  Soviet  Com- 
missar for  Foreign  Relations  to  the  effect  that  the  Kellogg  Pact  did  not  “give 
any  single  state  of  group  of  state  any  rights  of  enforcement.” 

lint  Stiruson  did  not  permit  this  Russlau  rebuff  to  cool  his  ardor  for  mutual 
security  in  nrcorduuce  with  the  i>enee  jiaet.  He  was  so  devoted  to  pence,  he 
was  already  to  fight  for  It.  He  did  not  have  long  to  wait.  Japanese  statesmen 
were  deeply  disturbed  by  tho  fact  that  In  1020  Russia  bad  easily  Imposed  ber 
will  upon  China.  With  this  lesson  in  mind,  the  Japuneso  Amy  In  north  China 
began  to  build  bustlons  of  defense  to  protect  the  froutiers  of  Japan’s  sphere 
of  Interest.  When  Russia  had  moved  ahem)  and  absorbed  both  Sinklang  and 
Outer  Mongolia,  Htlmson  never  lost  his  stole  culm  ami  no  votes  were  Bent  to 
Moscow  protesting  those  violations  of  Chinese  sovereignty.  But  when  Japan 
adopted  a policy  of  building  dikes  to  restralu  the  Red  tide  that  was  flowing 
over  much  of  north  Chinn,  Stlmson  grew  hysterical  and  on  January  7,  1932, 
ho  sent  a sharp  note  of  protest  to  Tokyo.  He  was  certain  that  Jejuneae  actions 
were  In  violation  of  both  tho  Niue  Power  Treaty  and  the  Kcllogg-Brland  Peace 
Pact 

Japan  assumed  tho  same  attitude  exhibited  by  Russia  In  1929.  America  bad 
no  nuthorlty  to  Invoke  the  Kellogg  Pact.  After  receiving  no  support  from  our 
close  ]>olltlcnl  ussolcnte,  England,  Stlmson  poured  out  the  viols  of  his  ready 
wrath  in  u long  letter  to  Senator  Borah,  February  23,  1932.  On  May  0,  1032, 
thanks  to  multiple  pressure  u|kui  Tokyo,  Japan  and  China  signed  pence  terms, 
latter,  when  the  Assembly  of  the  League  of  Nations  censured  Jupnu  for  her 
policy  in  north  China,  the  Japanese  delegation  walked  out  of  the  Assembly  and 
Japan  resigned  from  the  league.  The  Nine  Power  Treaty  nnd  the  Kellogg  Pact 
had  dismally  failed  to  alter  Japanese  policy  In  Chlun.  Collective  security  had 
proved  for  China  a mere  myth. 

There  were  many  Americans,  however,  who  refused  to  nceept  thin  stern  reality 
and  they  retained  their  faith  iu  the  league  as  n bulwark  of  ]>caee.  Thin  faith 
wan  shattered  when  .Musnollnl  begun  to  look  with  Inquisitive  eyes  upon  the  rich 
resources  of  Ethiopia,  ami  in  1935  his  armies  launched  au  attack  upon  the 
legions  of  tho  Emperor  Halle  Selassie,  The  league  had  made  feverish  efforts 
to  prevent  the  outbreak  of  war  and  had  then  endeavored  to  shorten  Its  length 
by  imposing  certain  economic  sanctions  U)xm  Italy.  The  military  might  of  Aius- 
solini  soon  proved  these  efforts  to  bo  In  vain,  Ethiopia  was  tncorjwrated  Into 
the  expanding  Italian  Empire,  nnd  mutual  security,  under  the  terms  of  the 
League  of  Nations,  was  merely  a pious  aspiration, 

A final  illustration  of  the  futility  of  the  league  with  reference  to  the  preser- 
vation of  peace  was  given  to  tho  world  in  September  1039  when  a second  world 
war  broke  out.  For  months  European  statesmen  had  striven  to  find  some  for- 
mula of  peace  that  would  satisfy  the  demands  of  Hiller  «n<1  save  the  sovereignty 
of  Poland.  Their  complete  luck  of  success  was  damning  evidence  that  the 
lougun  was  n mere  debating  society  with  no  real  power  to  preserve  iionce. 

At  tho  close  of  World  War  II,  It  was  realized  that  it  was  useless  to  revive  a 
League  of  Nations  that  bad  failed  so  dismally  to  stein  tho  tides  of  wnr.  But  the 
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age-old  dream  of  collective  security  was  still  cherished  by  some  indent  Inter- 
nationalists who  woro  determined  to  work  for  a imiltlnatlou  agreement  that 
might  bring  order  to  u world  In  chaos.  Some  of  theso  men  of  good  will  were 
well-known  personalities  who  hud  been  Invincible  In  pence  but  Invisible  in  the 
lute  war.  lint  suddenly  they  became  very  much  In  evidence  nnd  they  were 
certain  that  a new  era  was  about  to  be  born.  Surely  a new  spirit  was  nllvc  In 
tho  world  and  President  Itoosevolt  thought  he  detected  evidence  of  tills  In  the 
attitude  of  Stalin.  In  a conversation  with  the  President,  Madam  Perkins  con- 
fided to  him  that  when  she  asked  a friend  to  explain  to  her  what  made  the 
Russians  tick,  ho  had  replied:  “Tho  desire  to  do  the  holy  will."  Roosevelt  was 
deeply  Impressed  with  this  statement,  and  ho  remarked  to  Mudum  I’orkins: 
"You  know,  there  may  bo  something  in  that.  It  would  explain  their  almost 
mystical  devotion  to  this  Idea  which  they  have  develojaxl  of  tho  Communist 
sodoty.  They  nil  seem  to  want  to  do  what  Is  good  for  their  society  instead  of 
wanting  to  do  for  themselves,"  Mudum  Perkins  also  roi torts  that  Roosevelt  was 
Intrigued  with  the  story  of  Stalin's  early  life  and  hln  years  of  Ntudy  In  a semi- 
nary preirtiiatory  to  tho  priesthood.  Two  or  three  times  Roosevelt  asked  her: 
"Don't  you  suppose  that,  made  some  kind  of  difference  In  Stalin?  Doesn't  that 
explain  part  of  the  sympathetic  quality  In  his  nature  which  wo  all  feel 7” 

With  Htnlln  showing  evidence  of  a warm  symjwithctlo  quality  toward  human 
ills,  the  time  had  come  to  talk  onee  more  of  mutual  security.  On  Man'll  1,  lhir>, 
Roosevelt  made  a report  to  Congress  on  the  achievements  of  the  Yalta  Conference. 
After  uttering  a direct  untruth  In  claiming  that  this  conference  dealt  only  with 
European  problems,  he  gavo  an  assurance  that  this  International  gathering  hud 
marked  tho  "end  of  tho  system  of  unilateral  action,  exclusive  alliances,  nnd 
spheres  of  Influence  * • We  praimse  to  substitute  for  all  of  these  a universal 
organization  in  which  all  peace-loving  nations  will  finally  have  u chance  to  join." 
ThlB  universal  organization  wim  outlined  In  the  charter  of  the  United  Nations 
which  become  effective  on  October  24.  1045. 

In  a very  short  time  thp  American  people  wore  provided  with  n shocking  Illus- 
tration of  the  Inability  of  this  new  League  of  Nntlons  to  prevent  the  outbreak  of 
war  or  to  conduct  military  operations  flint  would  command  success.  On  June  25, 
tf>50,  Communist  forces  from  North  Korea  suddenly  crossed  the  Ilktii  parallel  and 
commenced  a war  which  President  Truman  called  n "police  notion.’'  The  lotted 
Nations  Security  Council  Immediately  adopted  a resolution  denouncing  tho  inva- 
sion a*  a breach  of  the  peace  nnd  calling  upon  the  North  Korean  forces  to  with- 
draw. It  nlRO  called  upon  the  members  of  the  United  Nations  to  render  "every 
assistance"  In  the  execution  of  this  resolution.  On  June  20.  President  Truman 
ordered  General  MacArthnr,  In  command  of  American  military  forces  In  the  Far 
Bast,  to  attack  the  Communist  Invaders.  On  fletober  7.  the  Assembly  of  the 
United  Nntlons  ndopted  a resolution  recommending  that  "all  appropriate  slepa 
ho  taken  to  Insure  conditions  of  stability  throughout  Knron."  It  was  nlso  agreed 
that  steps  be  taken  "for  the  establishment  of  n unified,  Independent,  and  demo- 
cratic government  In  the  sovereign  stnte  of  Korea/’  The  execution  of  this  reso- 
lution was  rendered  extremely  difficult  by  the  entry  of  Communist  China  Into  the 
war  In  the  first  week  of  November  1050. 

It  was  apparent  to  General  MnoArthur  that  the  Communists  would  not.  have 
dared  to  enter  tho  conflict  If  assurances  had  not  been  secretly  conveyed  to  them 
"that  even  though  they  entered  the  fray  In  lnrgo  forces,  it  would  lie  under  the 
sanctuary  of  being  Immune  from  any  destructive  attack  by  our  military  forces 
within  their  own  areas.”  This  Immunity  was  probably  conveyed  to  Communist 
Chinn  by  two  Rritlsh  officials,  Donald  MacLcan,  bend  of  the  American  desk  In 
the  Rritlsh  Foreign  Office,  nnd  by  Guy  Burgess,  a Rritlsh  diplomat  stationed  In 
the  Rritlsh  Embassy  In  Washington  during  the  early  months  of  the  Korean  war. 

In  May  105i  both  these  British  officials  disappeared  behind  the  Iron  Curtain. 

These  assurances  to  Communist  China  were  Implemented  by  directives  sent 
to  General  MnoArthur  concerning  the  conduct  of  military  operations  In  Korea. 
Tie  was  not  permitted  to  attack  targets  within  5 mites  of  the  Ynhi  River,  which 
Is  the  boundary  between  North  Korcn  nnd  Mnnchurtn.  When  MacArthnr  nro- 
tested  Against  this  limitation  of  his  use  of  nlrpowor,  the  Joint  Chiefs  of  fltnff 
gave  him  permission  to  make  limited  bombing  raids  but  warned  him  to  be 
extremely  careful  to  avoid  violating  Manchurian  nlrsnnoe  nnd  territory,  Such 
rare  was  Imperative  "because  of  the  necessity  for  maintaining  the  optimum 
position  will)  regard  to  the  United  Nations  policies  and  directives."  When 
MacArthnr  ordered  the  bridges  across  the  Tain  River  destroyed,  his  orders 
were  Immediately  countermanded.  The  Impact  of  these  limitations  upon  bis 
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u*e  of  alrpower  whw  Mutllrivnt  to  render  it  Iniitoaalhle  to  restrain  tlie  Hood  of 
CtihioNo  CiHuiniiiitKt  troo|*H  moving  Into  Korea  from  Manchuria.  MacArthur 
Inter  remarked  that  when  Ills  orders  were  count  cram  nded,  he  realized  for  "the 
It  rut  time  Hint  I hud  actually  hmi  denhit  the  use  of  my  full  military  power 
to  safeguard  the  lives  of  tuy  soldiers  and  the  safety  of  my  army.  It  left  me 
with  a sense  of  Inexpressible  shook." 

It  was  apparent  |o  tieiieial  MueArthiir  t hal  the  military  operations  during 
this  Korean  "pullee  ai-Mon"  were  being  conducted  In  accordance  with  the  desires 
of  (he  metiihers  of  (he  United  Nations.  Hut  these  nations  hud  done  little  to 
deserve  such  consideration.  Fifteen  U.X.  member*,  besides  the1  United  Slates, 
had  sent  military  forces  to  Korea.  Their  contribution  was  311,000  com  hat 
ground  troops,  and  11,000  air,  sou,  and  service  personnel.  The  conduit  and 
service  personnel  seat  by  the  United  Stales  to  Korea  readied  a peak  strength 
of  4 50,000,  ami  morn  than  l million  American  soldier*  wore  rotated  through 
the  Korean  theater  during  Hie  war. 

Jttit  these  large  conlrilmllnns  of  troops  and  service  personnel  made  hy  the 
United  Slates*  did  not  Insure  that  I he  American  commander  of  the  armies  could 
light  as  ho  pleased.  lie  was  hami'cnil  id  every  turn  and  tlm  pattern  nf  con JJ lot 
was  shai»od  by  our  Allies  la  such  a manner  that  victory  was  Impossible.  As 
Cell.  Mark  (Hark  expressml  the  mutter  In  Ids  pithy  manner:  "It  wu*  a war  wo 
were  not  permitted  to  will." 

It  Is  a grltn  fact  that  the  only  major  war  In  our  long  history  that  American 
armies  were  not  able  to  bring'  to  a successful  conclusion  was  one  Mint  was 
fought  under  the  leading  strings  of  iho  United  Nations.  Is  there  any  guarantee 
that  In  Home  future  conflict  the  sumo  Interference  In  tho  conduct  of  military 
ojMjrnl Ions  hy  other  member*  of  the  United  Nations  will  not  be  repeated?  la 
mutual  security  n formula  for  mutual  destruction? 

But  the  advocates  of  mutual  security  discount  the  tragic  lesson  of  tho  Korean 
fiasco,  and  they  loudly  extol  the  defensive  potential  of  NATO.  I Khali  not  tHko 
time  hi  eijsise  this  fallacy.  On  April  lit),  (Jen.  Bonner  Fellers,  in  his  testimony 
before  tho  House  Committee  on  Foreign  Affairs,  dealt  in  detail  with  all  the 
claim*  of  | he  supporters  of  NATO.  Ills  testimony  shows  very  ctenrly  Ihiit  the 
only  preventive  of  war  today  Is  not  NATO  hut  the  Impressive  striking  jmwer 
of  tho  Strategic  Air  Command.  But  even  If  NATO  had  a goodly  portion  of 
tho  military  strength  ascribed  to  It.  would  It  be  wise  to  place  America’s  destiny 
In  the  hanita  of  a group  of  nations  whose  military  resources  are  mostly  in 
Europe?  Suppose  Russia  would  not  strike  at  Europe  hut  would  confine  her 
attack*  to  the  American  theater  of  operations?  Would  the  NATO  nations,  In 
tho  face  of  possible  Incineration  by  Russian  bombs  nnd  missiles,  come  to  the 
aid  of  hard-pressed  America?  Would  the  creeping  danger  of  Euro|tean  neu- 
tralism prevent  any  concerted  movement  to  challenge  Soviet  terrorism?  If  any 
nld  were  forthcoming  would  It  he  ton  little  nnd  too  lnte?  11ns  the  foreign 
aid  we  have  poured  Into  distant  lands  for  more  than  n decode  bought  the  friends 
we  des|H'rntely  need  In  time  of  crisis?  (’an  America  nt  the  most  menacing 
crossroads  In  her  entire  history  roly  upon  some  nlnn  of  collective  si'eurtty  when 
every  prrvlons  plan  has  been  a fiat  failure?  Has  (be  time  arrived  when  we 
Hhonhl  *fop  this  un-American  foreign  old  program  designed  to  bankrupt  America 
to  bankroll  the  world?  Rhnll  we.  before  It  Is  too  late,  build  a '‘fortress  Amerlen" 
that  enn  give  us  adequate  security  In  a world  gone  mad?  From  thl*  point  of 
strength,  can  we  then  offer  to  our  fearful  friends  abroad  the  assistance  they 
can  boi»e  to  receive  only  from  an  America  that  Is  Impregnable  to  any  attack 
from  Soviet  sources?  America  can  lie  the  aalvntlon  of  the  free  world  only  if 
America  hn*  Hie  strength  to  save  herself. 

fmzrxs  Fohkiox  Aid  Committed 

STATEMENT  OF  DEAN  CLARENCE  M ANION,  REPRESENTATIVE 

Oknurat.  Statement 

Chairman  Hayden,  Tho  next  witness  is  Dean  Clarence  Manion. 

You  may  proceed. 

Mr.  Manton.  Mr.  Chairman  and  members  of  the  committee,  my 
name  is  Clarcneo  Manion.  T am  a practicing  lawyer  with  offices  in 
South  Bend,  Ind. 
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For  more  than  25  years  I was  professor  of  constitutional  law  at 
tho  University  of  Notre  Name,  and  from  1041  to  1952, 1 was  dean  of 
the  College  of  l^iw  at  Notre  Dame. 

lVesontly  I am  a member  of  ami  counsel  for  tho  Chitons  Foreign 
A hi  Commit  too. 


OMVRITION  TO  FORfctllN  Alt)  AmitUTUAIlON 

I am  grateful  for  this  opportunity  to  appear  before  you  in  opposi- 
tion to  t he  ponding  appropriat  ion  for  foreign  aid. 

This  committee,  like  other  committees  of  the  Congress,  bus  heard 
a great,  volume  of  criticism  concerning  the  wastefulness,  maladminis- 
tration, and  basic  misdirection  of  tho  foreign  aid  program.  I have 
followed  this  criticism  in  the  previous,  ns  well  as  tlio  current  reports 
and  records  of  the  Congress,  and  I would  suliscribo  to  much,  if  not  to 
all  of  it. 

However,  to  avoid  redundancy  and  to  conserve  tho  valunblo  time  of 
this  honorable  body,  I shall  attempt  to  restrict  my  remarks  to  three 
aspects  of  the  foreign  aid  program,  which  have  been  largely  ignored 

arevious  witnesses,  and  concerning  which,  by  training,  experience, 
recent  observation,  I may  claim  some  special  competence  to  testify. 
As  concisely  and  as  briefly  as  the  gravity  of  tho  allegations  will 
permit,  I will  try  to  support  tho  throe  following  conclusions  concern- 
ing our  foreign  aid  program. 

I.  Foreign  aid,  ns  it  is  presently  constituted  and  executed,  is  not 
authoriBodby  the  Constitution  of  the  United  States. 

2.  The  foreign  aid  program  is  being  maintained  by  the  Congress 
in  defiance  of  the  wishes  of  tho  great  majority  of  the  peoplo  of  the 
United  States. 

a. -The  Government  of  the  United  States  does  not  have  sufficient  tax 
income  to  support  tho  foreign  aid.  program,  consequently  our  Govern- 
ment has  been,  and  is  now,  forced  to  borrow  the  money  that  it  gives 
away  to  foreign  governments. 

I will  p rococo  to  support  these  throe  propositions  in  tho  order  in 
which  they  have  been  stall'd. 

FOREIGN  AID  UNCONSTlTUTlONAl, 

It  is  basic  and  elementary  law  that  the  Government  of  the  United 
States  has  no  inherent  power  to  do  anything.  The  existence,  the  au- 
thority of  the  Federal  Government,  are  derived  from  the  Constitution 
of  the  United  States. 

The  Constitution  is  the  creature  of  the  people  of  each  of  the  severe) 
States  of  the  Union.  In  turn,  the  Congress,  the  Federal  Executive, 
and  Federal  courts,  are  the creat  ures  of  the  Constitution. 

There  is  no  valid  power  in  any  branch,  division,  or  officer  of  tho 
Federal  Government  that  does  not  rest  in  some  prevision  of  the 
Constitution  of  the  United  States. 

As  Chief  Justice  Marshall  remarked  at  the  dawn  of  our  constitu- 
tional history: 

We  must  never  forget  tbnt  it  In  a constitution  we  are  expounding. 

By  its  own  terms  the  Constitution  of  the  United  States  is  the  sup- 
reme law  of  the  land.  All  U.S.  Senators  and  liepresentntives  have 
taken  a solemn  oath  to  support  the  Constitution  as  such. 
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Tim  PresidonFs  singlo  sworn  duty  is  to  “preserve,  protect,  and 
defend  Mm  Constitution.” 

The  Constitution  begins  with  the  declaration  that- — 

atl  legislative  [lowers  herein  granted,  shall  Ik>  vested  In  a Oongr<>ss  of  the  United 
states  (U.H,  Constitution,  art.  I,  «<*<.*.  1). 

Tims,  Congress  lias  no  powers  other  Mum  those  enumerated  in  the 
Cons!  itution. 

This  raises  the  basic,  quest  ion : Where  in  (he  Constitut  ion  docs  Con- 
gress find  its  power  to  appropriate  t he  American  taxpayers’  money  for 
the  aid  of  foreign  governments '( 

VIKH’H  or  HEN  AT  OB  KHVIN 

On  the  floor  of  (he  U.S.  Senate  last.  July  2,  one  of  your  distin- 
guished colleagues^  the  Honorable  Sam  lCrvin,  Jr.,  who  for  many 
yearn  was  an  associate  justice  of  the  North  Carolina  Supreme  Court, 
uddrossed  himself  to  that  very  question.  Said  Senator  Ervin: 

I ladle  vo  tlmt  miller  the  Constitution  «f  Hie  United  (Rates  we  have  no  right 
to  take  lax  money  ami  siamd  It  for  nny  purpose  except  that  which  Is  calculated 
to  promote  the  general  welfare  of  tin*  United  (Rates.  I do  not  think  wo  are 
empowered  to  take  tax  money  and  give  It  to  neutrals,  merely  to  advance  their 
economic  welfare.  I do  not  holieve  we  should  use  tax  money  to  pay  neutrals 
to  remain  neutral,  lieeuuse  that  does  not  advance  the  welfare  of  the  United 
Slates  as  a government. 

If  the  United  (Rules  were  an  eleemosynary  Institution,  operating  charities 
liiHleiii!  of  operating  a government  which  deiiemls  upon  tax  sources  for  Ita  fin- 
ances, then  I would  say  it  would  Is*  atl  right  for  Hie  United  (Rates  to  act  as  a 
universal  Simla  Claus  * • *.  Our  (ioverniacnt  is  not  an  eleemosynary  institu- 
tion and  the  Const  Ihillon  does  not  authorize  it  to  act  as  such. 

Ifow  fur  mn  tho  Congress  go  in  confiscating  the  income  of  the 
American  people  and  encumbering  their  remaining  capital  asse.ts  with 
ever  increasing,  high  interest  hearing  debt,  in  the  name  of  the  general 
welfare  of  the  Cnitcd  States? 

Whore  is  the  constitutional  aiilhori/ai  ion  for  debt  reduction  for  the 
governments  of  Austria,  Greece,  Denmark,  France,  Xetheriam.s,  Xor- 
way,  uixl  the  United  Kingdom  of  Great  Britain  at.  the  expense  of 
tho  American  taxpayer.  (See  testimony  of  Secretary  Dillon,  hear- 
ings on  mutual  security  appropriations  /or  1 000,  siilM-dnnnittee  of  the 
Houso  of  Representatives  Committee  on  Appropriations,  pp.  352 
and  353.) 

As  Chief  Justice  Marshall  said: 

We  must  never  forget  It  is  a Constitution  we  arc  cxjMimidlng. 


CONHTITCTIOX  PttOVIKtO.V 

Congress  has  no  plenary  power  to  tax  and  spend  at  its  political 
pleas u re.  T1  ip.  Con sti t ti t ion  says  t hat — 

the  Congress  shall  have  the  power  to  lny  and  collect  taxes,  duties,  Imports,  nnrl 
excise*  to  pay  the  debts,  a lul  provide  for  tho  common  defense  nnrl  general  wel- 
fare of  the  United  States.  ( Art.  I,  see.  H). 

It  is  the  debts  of  the  United  States  that  are  to  be  paid  with  the  Amer- 
ica taxpayers’  money,  not  the  debts  of  foreign  governments.  It  is  for 
tho  common  defense  and  the  general  welfare  of  the  United  States 
that  tho  congressional  power  to  tax  and  spend  is  to  be  exercised  by  the 
Congress. 
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Thomas  Jefferson  said  1 hut : 

They  t llui  Cotigrmi)  uro  iwt  to  lay  taxo*  a<l  libitum  fi>r  any  pmjMw  Ui«y 
lilenw,  but  only  to  pay  the  ilobta  or  to  provide  for  the  welfare  of  tho  Uniou. 
t Vol.  Ill,  wrltlUKM  of  Tliomna  Jvfferoon,  H7-I),  Liberty  edition,  llKM.) 

Wlwt  is  the  general  welfnro  of  tho  Union,  us  distinguished  from 
some  special  welfare  for  some  particular  part  of  tho  country,  or  for  ono 
patrol  of  its  population,  lias  noon  debated  by  constitutional  lawyers 
ever  since  the  Constitution  was  adopted.  Tfutt  question  has  not  yet 
been  determined  by  any  court. 

The  Supreme  Court  of  the  United  States  luis  bold  that  neither  a 
State  nor  an  individual  taxpayer  is  entitled  to  a remedy  in  the  courts 
against  an  unconstitut  ional  appropriation  of  the  Federal  finals  by  tho 
Congress.  (.1  fa^aehunettn  and  l rot  king  haw  v.  Mellon,  *il>2  li.S.  447, 
1023.) 

Tho  purpose  of  the  congressional  appropriation  that  was  challenged 
in  these  cases  was  the  reduction  of  infant  mortality  in  the  United 
States,  not  the  reduction  of  Government  debts  for  Netherlands  or 
Norway. 

The  court  bypassed  the  contention  that  infant  mortality  was  unre- 
lated to  the  general  welfare  of  the  Union  by  declining  to  take  jurisdic- 
tion of  the  case.  The  decision  of  those  cases  left  the  taxpayers  power- 
less to  invoke  the  protection  of  the  general  welfare  clanso  in  the  courts 
of  the  country,  but  the  protecting  language  of  the  Constitution  is  still 
there,  nevertheless,  and  every  Congressman  and  Senator  takes  a solemn 
oath  to  respect  it. 

The  obligation  of  that  oath  is  all  tho  more  serious  in  view  of  tho  fact 
that  there  is  now  no  legal  appeal  from  the  decision  of  tho  Congress 
on  tho  question  of  exj>enditure  for  “special'1  rather  than  “general” 
welfare,  or  from  congressional  determinations  to  spend  tho  taxpayers* 
money  for  world  welfare  rather  than  the  prescribed  welfare  of  the 
United  States  itself. 

"incohMationai,  korck  out"  phoviwion 

At  h is  press  conference  on  Wednesday,  July  25),  tho  President  chal- 
lenged the  so-called  “informational  force  out’'  provision  of  the  pending 
foreign  aid  appropriation  bill  as  an  unconstitutional  invasion  of  Ins 
Executive  powers  ny  the  Congress. 

I am  clad  that  the  question  of  constitutionality  has  at  last  been  raised 
by  the  President  concerning  the  expensive  matter  of  foreign  aid. 

I would  like  to  point  out,  however,  that  the  Constitution  was  not 
created  for  the  purpose,  merely,  of  protecting  the  authority  of  one 
branch  of  the  Government  against  invasion  by  other  branches. 

The  Constitution  was  designed  to  prevent  every  branch  and  all 
branches  of  the  Government  from  invading  and  violating  the  God- 
given  liberty  and  hard-earned  property  of  the  people  of  the  United 
States. 

Whether  Congress  has  impinged  upon  the  authority  of  the  Executive 
is  a matter  of  secondary  importance,  constitionally  speaking,  in  a bill 
that  misappropriates  tlie  property  of  American  citizens  for  foreign 
aid,  and  in  some  instances,  for  palpably  un-American  purposes  and 
projects. 

Once  more,  I urge  you  to  remember  that  “It  is  n Constitution  we  are 
expounding.” 
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FORKMN  All)  (Il’POBKl*  BY  MAJORITY  OF  PEOPLE  OF  UNITED  STATE 4 

The  fact.  that,  foreign  aid  is  unpopular  has  been  admitted  time  and 
again  by  the  distinguished  chairman  of  the  Senate  Foreign  Kelations 
(Vnnniittce,  Senator  Fill  bright,  who  apparently  believes  that  the 
wishes  of  tlie  American  people  should  be  ignored  when  they  clash  with 
the  professional  opinions  of  State  Department  experts. 

On  the  floor  of  the  Senate  last  duly  8,  Senator  Fill  bright  said: 

Mr.  President,  I do  not  wish  to  bn  misunderstood,  The  members  of  the  Ap- 
propriations Committee  are  honorable  men  and  tine  citizens.  The  point  I bare 
in  mind,  which  dominates  this  situation,  is  that  given  the  kind  of  country  we 
have,  with  <1115  const itueacies,  many  of  which  are  remote  from  world  affairs, 
It  is  natural — even  Inevitable — that  the  representatives  of  these  constituencies 
should  irlve  priority  to  the  immediate  local  Interests  of  those  who  have  shown 
their  appreciation  of  their  servi***  by  voting  for  them.  This  is  especially  true 
of  those  who  tlnd  political  life  agreeable  ami  wish  to  remain  in  it. 

At  that  point  in  the  debate,  the  Sonutor  was  contending  for  single 
shot,  long-range  foreign  aid  spending.  He  was  afraid  of  exposing 
this  global  grand  design  periodically  to  such  people  as  “the  voters  of 
the  Fifth  Disf  rict.  of  Nebraska,  or  the  Third  District  of  North  Dakota” 
(Congressional  Jtccord,  July  8,  Senate,  p,  11811). 

On  another  occasion,  Senator  Fulbright  said: 

I realize  that  the  foreign  aid  program  Is  an  unpopular  program;  It  does  not 
have  local  appeal  * • • many  persons  have  misunderstood  It.  They  consider 
that  It  is  not  In  the  interest  of  the  United  States  • * .*. 

I recognize  it  la  unpopular;  it  does  not  represent  votes  in  Arkansas,  or  any* 
where  else  (Congressional  Record,  Senate,  July  1,  p.  11888). 

And,  finally,  Baid  Senator  Fulbright: 

Of  all  the  bills  which  come  before  the  Congress,  this  one  is  the  most  difficult 
to  explain  In  such  a way  that  the  results  may  be  understood  by  the  people 
whose  tuxes  support  it. 

For  this  taxpayer’s  money,  the  Senator  can  say  that  again. 

OIIIOAOO  TRIBUNE  EDITORIAL 

The  July  6 Chicago  Tribune  reported  it  this  way  (editorial) : 

During  the  Senate  debate,  Senator  Fulbright  was  driven  to  confess  that  the 
taxpayers  are  sick  and  tired  of  the  whole  foreign  aid  racket.  He  admitted  that 
the  giveaway  is  unpopular,  but  took  the  position  that  the  Senate  “knowa  best." 
Members  of  the  Foreign  Reiatioua  Committee  over  which  he  presides,  said  Fnl* 
bright,  wero  "discounting  or  Ignoring  the  risk  of  offending  that  formidable  body 
of  opinion  which  opposea  spending,  particularly  abroad."  (End  of  Chicago 
Tribune  quote.) 

There  is  not  the  slightest  doubt  in  my  mind  about  the  fact  that 
the  “formidable  body  of  opinion”  which  opposes  foreign  aid  spending 
is  the  overwhelming  majority  opinion  or  the  people  of  the  Unitea 
States. 

For  the  past  6 years  I have  conducted  a weekly  radio  forum  over 
a nationwide  network  that  reaches  into  every  corner  of  the  country. 
As  a result  of  these  broadcasts,  I have  received  tens  of  thousands  of 
letters  from  listeners  dealing  with  all  important  matters  that  come 
before  the  Congress  of  the  United  States. 

Many  of  these  correspondents  disagree  sharply  with  the  views  ex- 
pressed by  some  of  our  speakers.  I have  discovered  that  there  are 
two  large,  articulate  sides  to  practically  eveiy  important  public  ques- 
tion, except  foreign  aid. 
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Out  of  all  tho  thousands  of  letters  tlmt  I have  received,  less  than 
a dozen  speak  favorably  of  foreign  aid  and  two  or  three  of  these  were 
written  by  officials  of  the  State  Department. 

This  5-year  experience  bus  convinced  me  tlmt  if  either  of  the  po- 
litical parties  took  a forthright  antiforeign  aid  stand  in  the  lDtiO 
elections  and  nominated  a candidate  who  would  stress  that  point  of 
view,  that  party  and  that  candidate  would  sweep  tho  country. 

I am  likewise  convinced  that  tho  devotees  of  foreign  aid  know  this 
as  well  ns  I do,  and  that  is  precisely  why  they  will  never  give  the 
American  people  an  opportunity  to  express  themselves  on  this  issue 
at  the  ballot  box. 

Since  Senator  Fulbright  has  sensed  this  widespread  unpopularity 
of  foreign  aid  and  dared  to  admit  it  on  the  floor  of  the  Senate,  I am 
at  a loss  to  explain  tho  continuing  support  given  to  this  measure  l\v 
scores  of  Sonatoi's  and  Congressmen  who  obviously  do  not  share  the 
bright-eyed  internationalist  idealism  that  propels  Senator  Fulbright 
in  tuis  and  other  matters. 

Senator  Ku.kndku.  And  that  includes  Senator  Fulbright  ? 

Mr.  Maxiox.  That  is  right,  Senator  Kllcmlor. 

WE  CANNOT  AKKORO  FOREIGN  AID 

Every  dollar  of  the  pending  foreign  aid  appropriation  will  have 
to  be  borrowed  at  the  highest  rates  of  interest  ever  paid  by  the  U.S. 
Government.  The  House  of  Representatives  deliberately  rejected  a 
proposal  to  amend  tho  bill  by  making  it  illegal  to  use  borrowed  money 
for  foreign  aid. 

The  realistic  Congitwsmen  apparently  decided  that  borrowed  money 
is  all  we  now  have  left  to  spend  for  foreign  aid. 

This  bill  is  a proposal  to  borrow  money  in  order  to  give  it  away 
for  an  unconstitutional  purpose  that  is  opposed  by  a great  majority 
of  the  people  of  the  United  States. 

This  time-honored  travesty  is  about  to  be  repeated  in  the  midst  of 
a nationwide  antispending,  anti-inflation  campaign  that  has  literally 
flooded  Congress  with  protests  against  Federal  extravagance. 

Responding  to  this  campaign,  Congress  has  cut  domestic  appro- 
priations ana  the  President  has  vetoed  some  of  them  because  they 
were  not  cut  deeply  enough.  Our  national  highway  program  is  stymied 
for  lack  of  money. 

If  the  Government  is  too  poor  to  build  highways  in  the  United 
States  without  levying  additional  taxes,  then  why  is  the  Congress 
about  to  authorize  the  construction  of  highways  in  the  four  corners 
of  the  earth  for  other  people?  That  I cannot  understand. 

DETERIORATION  OF  FISCAL  SYSTEM 

Last  June  21,  the  distinguished  chairman  of  the  Senate  Finance 
Committee,  the  Honorable  Harry  F.  Byrd,  told  the  Manion  Forum 
nationwide  radio  audience  that  in  the  past  18  months— 

onr  fiscal  situation  has  deteriorated  faster  than  tn  any  comparable  peace- 
time period.  The  Federal  Government  Is  now  paying  Its  bills  by  increasing 
debt  and  Inflation. 

For  the  purpose  of  the  Soviet  Russians,  Senator  Byrd  said:  “the 
fiscal  and  economic  suicide”  of  this  country  is  far  more  desirable  than 
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a military  attack  upon  us.  This,  the  fiscal  and  economic  suicide  of 
the  United  States,  is  consequently  the  “prime  objective”  of  our  Com- 
munist enemies. 

May  I ask  this  distinguished  committee  how  our  Federal  Govern- 
ment—that  cannot  afford  to  wipe  out  so-called  “temporary”  excise 
taxes  on  telephone  bills,  passenger  transportation,  and  other  essen- 
tials, taxes  that  were  put  on  yeai-s  ago  to  pay  for  the  Korean  war,  how 
can  a government  as  poor  ns  that  afford  to  subsidize  foreign  industries 
to  compete  in  the  American  market  for  American  products  and 
American  jobs?  Why  must  you  raise  our  Federal  debt  limit  to  the 
highest  point  in  history,  a debt  on  which  the  American  taxpayer  now 
pays  the  highest  interest  in  history,  when  we  can  afford  to  give  for- 
eign governments  millions  of  American  dollars  to  reduce  their  gov- 
ernment indebtedness? 

Financial  service  publications  now  deelaro  that  big  bond  buyers 
are  no  longer  interested  in  II. S.  Government  securities  that  are  more 
than  1 year  away  from  maturity. 

Does  this  mean  that  we  are  just  1 year  away  from  the  repudiation 
of  our  Fedora)  debt  by  inflation,  or  otherwise) 

If  these  portents  are  reliable,  then  it  might  be  advisable  to  turn 
our  foreign  aid  pipelines  around  and  use  the  unexpended  billions 
for  the  reduction  of  our  own  debt  and  for  the  stiffening  of  our  own 
rapidly  softening  currency. 

I wish  to  thank  you  again  for  this  opportunity  to  express  these 
opinions  on  behalf  of  our  Citizens  Foreign  Aid  Committee. 

Chairman  Hayden.  Thank  you,  sir. 

The  next  witness  is  General  Albert  Wodemeyer, 

Citizens  Foreign  Aid  Committee 

STATEMENT  OF  GEN.  ALBERT  WEDEMEYEB,  MEMBER 

Qknkral  Statement 

General  Weoemeyeb.  Mr.  Chairman  and  members  of  the  commit- 
tee, my  name  is  Albert  C.  Wedemeyer.  I am  a retired  officer  of  the 
Army  and  for  the  past  8 years  have  been  engaged  in  industry,  in  the 
business  world. 

I am  a member  of  the  Citizens  Foreign  Aid  Committee,  proud  of 
my  membership  in  that  group  of  patriotic,  dedicated  Americans. 

I am  in  accord  with  their  opposition  to  what  I term  to  be  almost 
indiscriminate  nonselective  foreign  aid,  both  military  and  economic. 

I have  not  prepared  a written  statement,  deeming  it  better,  on  my 
part  at  least,  to  express  a few  ideas,  establish  premise,  and  in  the  hope 
that  members  of  the  committee  might  ask  questions. 

There  is  one  premise  upon  whicn  I base  my  personal  opposition  to 
the  American  aid  program  ever  since  its  inception,  and,  gentlemen, 

I have  given  this  very  careful  consideration  and  study  while  I was 
in  the  Government  service  and  subsequent  thereto. 

All  my  life  I have  taken  more  than  ordinary  interest  in  history 
and  much  of  my  study  and  analyses  confirms  what  a preceding  wit- 
ness stated  here  concerning  the  development  of  our  foreign  policy  and 
the  growth  of  n position  in  the  international  arena  which  today 
jeopardizes  our  freedoms  and  our  security. 
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rinrMOPHT  or  u iutauv  and  economic  aib  pkooramh 

It  is  iny  convict  inn  (hut  the  entire  philosophy  Iwhind  our  Nation’s 
military  and  economic  aid  programs  is  unsound  and  is  not  in  keeping 
with  tho  best  American  t mu  it  ion. 

I beliovo  that  assistance,  whether  given  to  an  individual  or  to  a 
nation,  should  bo  done  in  such  manner  as  to  insure  that  the  recipient 
maintains  his  self-respect,  is  well  as  his  respect-  for  the  donor, 

In  order  to  accomplish  this,  aid  prog  rums  should  be  governed  by 
realism. 

In  other  words,  aid  programs  should  include  the  extension  of  oppor- 
tunities to  tho  recipients  to  improve  their  lot  by  their  own  effort,  tnoir 
own  ingenuity. 

Also,  reoeipietit  nations  should  understand  that  naturally  we  ex- 
pect reciprocal  assistance,  not  material,  necessarily,  not  material  re- 
ciprocity, but  definitely,  gentlemen,  within  those  intangibles  of  loyalty, 
gratitude,  and  dedication  to  the  ideas  nnd  ideals  that  are  compatible 
with  our  own  American  ideas  and  ideals. 

Now,  gentlemen,  many  times  I have  read  in  tho  press  that  the 
members  of  tho  Citiswms  Foreign  Aid  Committee  nro  isolationists. 
After  serving  my  country  for  .‘111  years  it  is  my  conviction  that  no  in- 
telligent person  could  1ms  an  isolationist. 

Every  crossroads,  ovojy  village,  every  city  in  nur  country  is  vul- 
nerable today  to  military  action  on  the  part  of  potential  enemies. 
We  must  have  friends.  Hut  again,  those  friends  cannot  l>o  pur- 
chased; they  must  be  acquired  through  respect,  mutual  respect,  and 
through  tho  realistic  accomplishment  of  mutual  interest. 

ALLOCATION  OT  AMERICAN  BnOUBCXS  TO  WARTIME  ALLIES 

In  other  words,  their  security,  their  economic  well-being,  was  accom- 
plished through  treaties  ami  mutual  effort.  During  mv  service  I was 
called  upon  to  make  recommendations  to  the  Chief  of  £tnff,  vhen  Gen- 
eral Marshall,  concerning  the  allocation  of  American  resources  to  our 
wartime  allies,  including  the  Soviet  Union,  of  course. 

Now,  gentlemen,  our  production  wns  very  limited  at.  first,  when  we 
first  entered  tho  war,  nnd  wo  could  not  give  each  recipient  nation  all 
that  it  wanted,  so  we  had  to  allocate  this  according  to  the  usefulness 
of  the  equipment  in  the  war  effort. 

Again  and  again  I made  the  effort  to  determine  where  the  Soviet 
Union  would  use  the  weapons,  the  rifles,  or  tho  tanks,  and  so  forth, 
against  the  common  enemy,  nnd  they  arrogantly  refused  again  and 
again  to  give  me  such  information. 

Yet  we  continued  to  give  them  thousands  nnd  thousands  of  tons 
of  equipment  that  might  have  been  used  more  effectively  against  the 
enemy  m some  other  theater  of  operations. 

The  aid  program,  as  it  is  now  envisaged,  gives  aid  to  countries  in 
my  judgement,  in  my  military  judgment,  that  nro  not  too  important 
to  the  military  security  of  our  own  country. 

AID  TO  KOREA 

I accept  at  once  that  aid  to  the  Koreans  was  important.  Right 
across  their  border  there  was  nn  aggressive  enemy  nnd  we  enabled 
the  South  Koreans  to  establish  a stntus  quo  at  least  nnd  prevent  the 
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further  expansion  of  communism  in  the  Fur  East,  )>nrt iculurly  in 
that  urea. 

Now,  if  similar  aid  bud  been  given  to  the  mainland  Chinese  bark  in 
1 1*47  and  HM!>,  before  the  debacle  there,  it,  is  my  judgment  that 
China,  that  is  mainland  China,  would  be  free  today  and  in  the  orbit 
of  the  Western  Powers  instead  of  in  t he  Soviet. 

Hut  it  appears  to  me  that  the  program  that  we  are  now  supporting 
or  asked  to  support  gives  almost  indiscriminate  aid  to  all  countries 
almost  regardless  of  the  contribution  made  to  our  economic  welfare 
ami  our  military  security. 

1 repeat,  the  basis  for  any  aid,  military  or  economic,  should  ho  on 
a realistic  basis,  one  that  will  enable  the  people  who  receive  our  aid 
to  retain  their  self-respect  and  also  continue  to  respect  us. 

Gentlemen,  I shall  be  glad  to  try  to  answer  any  questions  in  the 
time  that  1 am  allotted  here. 

I appreciate  tlm  opportunity  of  making  these  few  remarks  to  you 
expressing  my  military  judgment  that  the  entire  military  aid  and 
economic  aid  programs,  all  of  them,  should  be  reviewed  in  toe  manner 
that  1 have  so  recommended. 

Thank  you. 

HILITAHT  STRENGTH  IN  SOUTHEAST  ASIA 

Chairman  Hayden.  What  is  your  opinion  about  the  importance  of 
developing  military  strength  in  southeast  Asia ? 

General  Wkokmeykh.  I think  it  is  important,  Mr.  Chairman,  for 
this  reason : 

If  the  Communists  continue  to  expand  in  that  area  the  othor  coun- 
tries in  southeast  Asia  will  observe  perhaps  our  reluctance  to  go  in 
and  take  a firm  stand  there  and  they,  tom  will  begin  to  gradually 
weaken  and  fall  into  the  orbit  of  the  Soviet  Union. 

It  is  my  judgment,  sir,  that  the  late  Foster  Dulles  was  pursuing 
a program  in  the  best  interest  of  our  own  country  which  I always 
place  first  and  in  the  best  interest  of  freedom  loving  countries  of  tliis 
wor  1 d , a pol  icy , si  r,  o f firm  ness. 

IfARSUAU.  PLAN 

Senator  Ellen  der.  Generul,  as  I recall,  you  didn’t  expressly  op- 
pose the  so-called  Marshall  plan,  did  you? 

General  Wedemeyer.  No,  sir;  Senator  Ellender,  I tried  to  empha- 
size that  I am  not  nn  isolationist.  I believe  It  is  important  that  we 
cooperate  with  other  countries  in  tho  attainment  of  common 
objectives. 

I think  it  did  a world  of  good. 

Senator  Ellender.  You  felt  it  wns  almost  incumbent  on  us  to  re- 
habilitate war-torn  Western  Europe  ? 

General  Wkdkmeyer,  Yes, sir;  I certainly  do. 

EXTENT  OP  COOPERATION  PROM  WESTERN  EUROPE 

Senator  Ellen  own  Now,  are  you  not  dissatisfied  with  the  coopera- 
that  we  are  getting  from  the  people  in  Western  Europe,  particularly 
those  who  are  now'  able  to  help  and  who  do  not  to  the  extent  thev 
should  ? 
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General Wedemeyer.  Yes, sir. 

Senator,  those  people  am  human  beings  like  ourselves  and  the  rea- 
son they  do  not  cooponito  with  us  is  because  wo  have  not  given  them 
the  aid  on  tlio  premise,  “Now,  gentlemen,  you  must  do  your  propor- 
tionate share  in  this  problem.’’ 

Senator  Ellender.  You  mean  we  have  been  too  soft  with  them  ? 
General  Wedemeyer.  Yes,  sir. 

Senator  Ku.bxiikk.  And  we  are  permitting  t hem  to  lean  on  our 
shoulders  too  much? 

General  Wedemeyer.  Yes,  sir. 

Senator  Ellen  her.  And  as  long  as  we  pursue  that,  course,  they  will 
keep  leaning  on  our  shoulders? 

General  Wedemeyer.  Yes.  sir.  Just  like  an  individual  would, 
Senator.  Outright  charity  undermines  the  moral  liber  of  an  individ- 
ual and  it  will  do  the  same  for  nations. 

Senator  Ellender.  That  has  been  my  reason  for  opposing  foreign 
aid  for  the  past  4 or  5 years.  I thought  it  was  incumbent  upon  us  to 
assist  our  friends,  but  when  they  reached  tho  point  where  they  had 
been  revitalized,  that  they  should  in  turn  assist  us  with  the  develop- 
ment of  the  underdeveloped  nations  of  the  world. 

General  Wedemeyer.  Yes,  sir;  it  ought  to  be  cut  oil'. 

AID  TO  CHINA 

Senator  Er. lender.  You  made  a statenu  nt  here  about  aid  to  China. 

I am  in  a little  disagreement  with  respect  to  that. 

General  Wedemeyer.  I welcome  disagreement,  sir. 

Senator  Ellender.  I was  there  in  1040  and  I felt  at.  the  time  that  a 
good  deal  of  the  aid  that  wo  were  making  available  to  Chiang  Kai- 
shek  was  not  used  for  the  purpose  intended. 

General  Wedemeyer.  You  could  not  make  that  statement  to  anyone 
better  qualified  to  comment  on  it  in  an  American  way,  sir,  than  to  me. 

I was  on  the  ground  there  for  2 years. 

Senator  Allott.  May  I inquire  what  2 years  those  were? 

General  Wedemeyer.  1944  to  1946. 

Senator  Ellender.  I was  there  in  1948, 

General  Wedemeyer.  I remember,  sir. 

Senator  Ellender.  It  was  my  view  then,  and  I heard  it  from  vari- 
ous sources,  that  a good  deal  of  the  money  we  spent  there  and  a good 
deal  of  the  equipment  we  sent  there,  was  made  available  to  the  provin- 
cial leaders  and  they  in  turn  traded  it  off  to  the  Communists. 

General  Wedemeyer.  Sir,  I just  told  you,  I really  can  comment  on 
it  in  an  honest  way,  I owe  the  Chinese  nothing,  you  know  that,  and 
I am  going  to  give  you  the  result  of  my  own  experience  and  Observa- 
tions in  the  China  theater. 

I tried  to  do  that,  to  my.  Government  always  while  I was  there  and 
again  in  1947  when  President  Truman  sent  me  over  there  with  the 
rank  of  Ambassador  to  make  an  objective  survey  of  the  situation,  I 
gave  him  my  best  effort. 

Unfortunately  it  was  not  welcomed  by  some  of  those  people  who 
are  making  the  very  kind  of  statement  you  refer  to,  namely,  that  the 
provincial  governors  were  exploiting  us,  and  so  forth,  those  people 
objected  to  my  report  and  it  was  pigeonholed. 

Senator  Ellender.  That  was  true,  was  it  not  ? 
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General  Wbokmkybk.  Xo,  sir;  it  was  not.  Everything  is  a matter 
of  degree,  sir. 

Senator  Ejxender.  About  the  provincial  leaders 

General  Wkdemeyer.  May  I finish,  sir.  I do  not  mean  to  be  rude. 
Senator  Ki, lender.  All  right. 

General  Wepkmevkr.  When  I was  over  there  a trickle  of  supplies 
was  coming  over  the  hump.  Wo  were  cut  oil*  from  the  rest  of  tho 
world  except  by  airline  coming  over  from  Burma. 

You  knew  that, sir. 

Now,  the  tonnage  that  came  into  (lie  ( !hina  theater  was  practically 
nil  compared  to  the  millions  of  tons  that  were  sent  to  the  Soviet 
Union.  We  carried  on  in  China  and  we  did  the  best  we  could. 

The  supplies  (Nut  came  over  went,  out  to  Chinese  units  lighting  the 
Japanese.  I pul  with  each  Chinese  division,  Senator  El  lender,  a 
group  of  Americans  to  insure  that  the  equipment  allocated  to  each 
division  was  used  for  t lie  purpose  intended  by  the  American  taxpayers, 
namely,  against  the  Japanese. 

I can  assure  you  that  possibly  in  a small  way  some  of  that  ammu- 
nition ami  some  of  t hose  weapons  may  ha  ve  lx*en  misappropriated,  but 
it  was  not  any t- hi rg  to  worry  about ; the  bulk  of  it  was  used  against  tho 
common  enemy,  the  Japanese,  and  1 had  fine  American  boys  in  each 
Chinese  division  supervising  to  insure  that  that  equipment  was  so  used. 

SA1.ES  ov  gas  in  European  iii.ack  MARKET 

Over  in  the  European  theater  some  of  tho  French  and  some  of  our 
own  American  boys  cut  the  gasoline  pipelines  to  our  airfields  and  sold 
gas  in  tho  black  market,  but  that  was  clone  on  a small  scale,  it  did  not 
affect  tho  war  effort. 

My  point  is,  Senator,  so  frequently  these  acts  where  people  steal 
weapons  and  so  forth,  in  the  China  theater,  were  grossly  exaggerated 
by  a press  that  was  already  contaminated  with  the  idea  of  the  Com- 
munists and  so  forth. 

I hod  a lot  of  people  over  there  who  were  quit©  pinko  and  they  re- 
flected the  attitude  of  the  Communist  element  in  China,  not  the  Amer- 
ican element,  not  my  group. 

I tried  to  straighten  this  out. 

GENERAL  MAC  ARTHUR'S  POSITION  IN  KOREA 

Senator  Ellender.  I wish  we  had  time  to  go  into  more  detail  on 
this.  A while  ago  Professor  Tnnsill  made  a statement  about  Gen- 
eral MocArthur's  position  in  Korea  which  I did  not  agree  with  and  I 
do  not  agree  with  it  now.  It  was  my  impression  that  when  General 
MacArthur  and  President  Truman  met  on  Wake  Island  that  he  was 
given  carte  blanche  and  lie  assured  President  Truman  there  would 
be  no  interference  from  the  Chinese,  but  he  was  mistaken. 

General  Wedbmbykr.  Could  I comment,  on  that? 

Senator  Em.knder.  Yes. 

General  Wkdemeyer.  First,  I have  read  practically  everything  that 
I)r.  Tnnsill  has  written  and  I sit  here,  just  an  ordinary  American,  to 
tell  you  that  in  my  knowledge  and  experience  he  has  written  an  ex- 
cellent group  of  books,  factual,  and  I think  very  constructive. 

He  can  make  mistakes,  he  is  a human  being,  but  in  this  instance  I 
don’t,  think  either  one  of  you  is  wrong. 
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I think  whutyou  staled,  Senator  ICllcmler,  is  correct,  t Inti  Mint,  carte 
blanche  authority  was  jpi von  and  I think  MiicArthur  did  not.  at  that 
time  have  assurances  that  the  Chinese  wore  coming  in. 

It  is  awfully  hard  to  got  definitive  information  about  an  enemy  in 
China,  Thov  iiro  pretty  volatilo  and  mercurial. 

Senator  Ellkndkh.  If  he  had  had  that  knowledge,  ho  certainly 
would  not  have  spread  tho  few  soldiers  ho  had  over  such  a long  line  of 
*2fi0  miles  to  make  them  vulnerable  to  the  incoming  (Chinese.  That  is 
my  point. 

Oonoral  Wkdkmkykii.  I think  that  is  a good  point. 

Senator,  General  Mac  Arthur  is  one  of  our  great  men,  hut  he  makes 
mistakes,  too.  We  all  do. 

Sonator  Eu.endkr.  The  point  is,  I am  not  trying  to  condemn  him ; T 
am  saying  General  MucArtlmr  erred  in  his  judgment,  that  is  what 
I am  saying. 

General  Wedrmryrr.  Well,  I have  done  that. 

Senator  Em.ender.  Certainly,  everybody  has.  Those  who  do  not 
and  aro  not  subject  to  criticism  usually  end  up  doing  nothing. 

General  Wkdkmrykk.  I hope  in  this  case  that  we  don’t  err  in  our 
judgment  in  dispensing  economic  and  military  aid.  I believe  in  it, 
but  I do  not  think  under  the  present,  regime  the  present  philosophy 
that  it  is  bringing  military  security  to  our  country,  and  that  is  the 
country  I am  primarily  interested  in,  and  furthermore,  it.  is  going 
to  wreck  our  economy,  ns  Dean  Man  ion  pointed  out.  so  ably,  if  we 
continue  the  present  outpouring  of  our  wealth. 

Senator  Ellendrr.  I am  in  thorough  agreement  with  you,  I have 
been  opposing  this  for  the  past  0 or  6 years. 

We  nave  been  able  to  chip  away  a raw  hundred  million  dollars,  but 
that  is  not  enough.  These  people  will  keep  on  leaning  on  us  if  we 
perm  it  them  to  do  so. 

Chairman  Hayden.  Senator  Young. 

Senator  Young.  I would  like  to  ask  a question  concerning  the  period 
you  spent  in  China, 

General  Wedemeter.  Yes,  sir. 

OFFICIALS  FRIENDLY  TOWARD  CHINESE  COMMUNISTS 

Senator  Young.  Did  you  not  have  some  people  representing  our 
Government,  State  Department  and  others,  at  that  time  who  were 
more  friendly  toward  the  Communist  Chinese  than  they  wero  toward 
Chiong  Kai-shek? 

General  Wedemeyer.  Yes,  sir;  we  did. 

Senator  Young.  That  was  my  belief. 

In  such  a way  that  they  sold  Chiang  and  China  down  the  river? 

I think  it  is  one  of  the  great,  tragedies  of  our  time.  Hero  is  a coun- 
try which  should  be  on  our  side.  They  think  much  the  same  as  we  do. 
They  are  hard  working  people. 

0HTNE8E  PHILOSOFHT  OF  GOVERNMENT 

General  Wedemeyer.  I think  the  bulk  of  the  Chinese  do.  They 
don’t,  understand  democracy  and  communism.  They  want  to  be  let 
alone.  They  want  good  food  and  shelter.  That  is  all  they  want. 
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Over  thoiv  in  a lot  of  ruses  some  of  those  neople  weren’t  Commu- 
nists, some  of  these  correspondents,  some  of  trio  people  in  our  service, 
hut  they  would  see  the  corruption  on  the  part  of  the  Nationalist  Gov- 
ernment. 

That  would  make  them  onnose  them  and  that  Mould  put  them  in  the 
cainpof  the  opponents*  the  Chinese  Communists. 

Sonator  Young.  Wo  were  partners  of  Communist  liussia  at  the 
time? 

General  Wkdkmeykk.  They  were  opposed  to  Russia,  they  are  now, 
and  we  ought  to  stand  by  them  until  we  get  this  Communist  problem 
settled. 

Senator  Young.  I always  thought  we  carried  that  partnership  too 
far.  I want,  to  say  that  I have  followed  your  careor  n long,  long 
while,  and  have  always  admirod  the  stand  you  have  taken  on  prac- 
tically every  issue. 

General  Wkhemkykk.  Thank  you,  sir. 

1)01.1. AR  BA  I.  ANOKA  J1KIJ)  UY  FOHKION  (WVKRNMKNTS 

Sonator  Pwousiiaic.  General,  lvlion  you  referred  to  the  capabilities 
of  some  of  tho  countries  of  the  free  world  to  assume  a lurger  share  of 
the  financial  burden  of  our  joint  military  efforts,  I shoululiko  to  call 
attention  to  the  fact  that  at  the  end  of  tho  war  the  dollar  balances 
held  by  foreign  governments  and  central  banks  was  about  $4  billion. 

Today  it  is  moro  than  $814  billion,  which  indicates  that  the  eco- 
nomic and  financial  condition  of  these  countries  has  greatly  improved. 

Yet,  there  seems  to  he  no  inclination  on  their  wait  to  assume  a 
greater  share  in  aiding  ns  to  handle  the  financial  burdens. 

General  Wedkmeykk.  Senator,  you  are  absolutely  right.  Right 
after  tho  war,  my  job  in  tho  Department  required  me  to  study  the 
economy  and  the  military  strength  and  so  forth,  even  tho  political 
strength,  of  nil  these  countries,  neutrals,  potential  enemies,  and  so 
forth. 

You  me  absolutely  right.  Tbit  it  is  your  fault  and  my  fault.  It  is 
not  those  countries’  fault.  It  is  time  we  take  a Btnnd  against  them 
and  become  realistic. 

They  will  respect  us  for  it. 

Senator  Pwoiwhak.  We  are  really  dupes— — 

General  Wedkmeyer.  We  are  dupes ; yes,  sir. 

Senator  Dwohshak.  In  channeling  American  dollars  everywhere 
in  the  world  and  in  return  acouiring  billions  of  dollars  of  soft  foreign 
currencies,  the  net  result  of  wnich  will  he  to  diminish  our  capabilities 
to  lead  the  free  nations  of  the  world. 

General  Wf.uemeyer.  Senator,  I am  in  complete  accord  with  you, 
sir. 

BRITISH  INFLUENCE  ON  POLICY 

Let  me  tell  you  during  the  war  I used  to  have  my  younger  officers 
come  to  me  ana  say,  “Look  at  the  influence  the  British  are  exercising 
on  our  policy.  They  get  around  at  tho  cocktail  parties  and  butter  up 
and  flatter  our  lenders.  They  are  influencing  our  policies  so  that  it 
will  favor  the  British  Empire,  perpetuate  the  British  Empire.” 

They  get  so  mad  at  the  Britishers.  I said,  “Don’t  get  mad  at  the 
Britishers,  get  mad  at.  the  American  leaders  who  are  doing  this.” 
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Soimtor  Dvvohhuak.  That  has  I wen  my  belief  during  the  (met.  decade. 
We  should  not  censure  the  foreign  countries.  They  are  merely  fol- 
lowing natural  inclination:*  1 teen  use  (hone  who  represent  uk  in  those 
negotiations  have  invariably  given  them  the  benefits  and  have  ignored 
the  rights  of  our  own  people  in  our  own  Government. 

General  WrtwMKVKM.  Senator,  I think,  as  Dean  Muiiion  just  ex- 
pressed it  so  well,  if  one  of  yon  gentlemen  up  here,  any  of  you  gen- 
tlemen up  here,  wero  to  come  out  and  lake  that  position,  just  take  a 
fort  hright  posit  ion  and  st  ami 

Senator  Pwohshak.  The  members  of  this  committee  have  been 
doing  that  for  years,  pleading  and  wheedling  ami  eoercing  and  doing 
everything  to  jolt  our  Government  into  a realistic  program. 

General  Weihomeyf.r.  I supported  Senator  Robert  Taft  for  the  can* 
didaoy  for  President,  I don’t  know  much  about  politics,  hut  I know 
a fine  man  when  I see  one.  1 am  looking  for  sucli  a man  right  now. 
I don’t  see  any  of  them  in  the  newspapers.  1 would  not  take  one  of 
the  candidates  mentioned  so  far  because  I want  a forthright  statement 
such  as  you  just  made. 

Senator  Dworshak.  For  10  years  many  mombei's  of  this  committee 
and  I linvc  been  carrying  on  efforts  under  n Democratic  Prosidont.  and 
under  a Republican  President  to  do  something  that  will  avert  financial 
disaster  for  our  own  country  and  in  that  regard  destroy  the  security 
of  the  nations  of  the  free  world. 

General  Wkoemfvrr.  Yes,  sir. 

Senator  Auxvrr.  General,  I tun  Senator  Allot  t from  Colorado. 

UKXtAKIIR  AGAINST  C1IIANO  KAI-SHEK 

Going  hack  to  1040,  1047,  and  1048,  we  were  told  in  this  country 
through  the  newspapers  and  other  mediums  not  only  of  the  extreme 
waste  and  complete  breakdown  of  Cliiang  Kai-shek,  lmt  also  that 
Chiang  Kai-shek  was  losing  the  war  with  the  Communists  in  China. 

Is  it  not  a fuel  that  in  every  demand  that  the  Communists  made  for 
a unified  government,  which  seemed  to  he  the  policy  of  this  Govern- 
ment at  that  time,  to  try  to  work  out  a settlement  between  the  Com- 
munists and  the  nationalist  government,  is  it  not  a faet  that  a part  of 
every  Communist  demand  there  was  that,  first,  Chiang  Kai-shek  sur- 
render back  to  the  Communists  the  land  which  he  had  taken  from  thorn 
in  his  war  against  them  ? 

General  Wfokmkykr.  Yes,  it  is. 

Senator  At.t.ott.  T refer  specifically  to  the  yearbook  of  the  Encyclo- 
pedia Brita  union  for  1947, 1048,  and  1940. 

So  that  the  bill  of  goods  that  we  were  sold  that  he  was  losing  the 
war  with  the  Communists  was,  in  fact,  a false  one;  is  that  right? 

(ten oral  Wkukmeykh.  In  my  judgment  it  is;  yes, sir. 

Senator  Au/nr.  That  is  all. 

Thank  you  very  much.  Mr.  Chairman. 

Chairman  Hayuex.  We  thank  you  for  your  appearance,  General. 
General  Wehemeyer.  Thank  you,  sir. 

Chairman  Hayuex.  The  next  witness  is  Mr.  Walter  Hurnischfegor, 
chairman  of  the  Citizens  Foreign  Aid  Committee. 

You  may  proceed,  Mr.  Harnischfeger. 
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CirjiKNH  Fokkmn  Am  ('ommititb 

STATEMENT  OF  WALTER  HARNI8CHFE0ER,  CHAIRMAN 

OkSUKAI.  tiTATKMKNT 

Mr.  IIahnikuiikwikii.  Mr.  Chairman  and  momU'rsof  the  committee, 
I thank  yon  for  thin  privilege  of  appearing  U*fore  you  to  stale  my 
views  on  foreign  uid. 

My  nuino  is  Walter  IfurniHchfegcr,  T am  chairman  of  tho  board  of 
Ifurniselifvger  Corp.,  of  Milwaukee. 

I apj>ear  before  you  us  a citizen  concerned  for  the  general  wo! fare 
and  security  of  the  United  States.  I speak  also  as  national  chairman 
of  tho  Citizons  Foreign  Aid  Committee, 

In  appearing  before  tho  Senate  Appropriations  Committee  on  the 
foreign  aid  bill,  I will  draw  from  my  personal  experience  in  foreign 
operations  and  travol  and  from  the  information  on  the  subject  which 
lias  been  developed  by  our  committee. 

TKK'fl  MOST  HKKOHK  VOKKIUR  KK1.AT10.NS  COMMITTKKH 

We  have  appealed  twice  in1  foie  tho  Senate  Foreign  Relat  ions  Com- 
mittee and  before  two  comm  it  tees  of  the  House. 

I should  like  to  make  the  testimony  of  these  previous  hearings, 
known  as  (lie  spotlight  on  our  foreign-aid  program,  a part  of  the 
record. 

Chairman  Haydkn.  May  I say,  sir,  that  there  is  a provision  of  law 
relating  to  tho  reprinting  of  material  that  has  already  boon  printed 
at  Government  expense.  We  shall  lie  very  glad  to  make  this  a matter 
of  record  for  the  information  of  flu*  committee,  but  we  cannot  reprint 
previous  hearings  in  this  hearing. 

The  same  is  true  of  matters  which  appear  in  Hit*  Congressional 
Record. 

Mr.  1 Iaiinisciii  kokii.  I (hunk  you. 

The  Citizens  Foreign  Aid  Committee  was  organized  in  the  early 
part  of  this  year  to  make  a realistic  evaluation  of  foreign  aid.  Onr 
study  has  disclosed  wasteful  foreign  spending  on  a global  scale. 

If  has  disclosed  an  even  more  alarming  situation.  Our  foreign  em- 
noinie.  assistance  and  military  uid  are  impairing  our  own  economy 
and  endangering  the  defense  of  America,  I lie  last  bastion  of  ihe  free 
world. 

As  in  the  ltMO  triumph  of  the  Nazi  panzers,  Kurope  was  not  lost 
so  long  as  England  remained. 

Likewise,  many  countries  may  fall  to  communism,  but  they  are  not 
lost  permanently  so  long  as  the  United  States  survives. 

And  so  it  is  that  a concern  for  the  defense  ami  preservation  of  the 
Unitod  Stales  is  not  isolationism,  but  internationalism  of  the  first 
order. 

MKMKUtHIIir  OK  CtTlJlKXK  VOHKIHN  All)  COMMlTTKK 

The  Citizens  Foreign  Aid  Committee  is  com | Meed  of  .‘17  outstanding 
Amoricans.  Each  is  distinguished  in  his  field.  The  majority  have 
either  at  one  t ime  or  another  Ixvii  public  servants,  as  officials  or  officers 
of  tho  Government,  and  have  traveled  extensively  throughout  the 
world.  They  are  successful  practical  men  whose  interests  an*  world- 
wide, their  interests  an*  not  provincial. 
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liot  mo  spook  first  of  tho  inflationary  o (Foots  of  foreign  aid.  Tho 
total  foreign  aid  bill  for  H>58,  including  the  cost  or  guirisoning 
Europe,  tlio  provisions  of  Public  Law  480,  and  the  dollars  made  nvnil- 
ablo  abroad  through  (ho  World  Hank,  tho  Intermit  iimul  Monetary 
Fund,  tho  Export-Import  Bank,  and  othor  agencies,  was  nearly  $8(/j 
billion. 

This  consists  of  $5,081  billion  not  foreign  grants  and  erodits  as 
reported  by  tho  Department  of  Commerce,  (Wire  of  Business  Eco- 
nomies, and  $3,305  billion  military  expenditures  abroad,  ns  reported 
by  the  same  agency  in  its  balance  of  payments  st  udies. 

Thus,  the  hill  liefore  you,  which  we  ask  you  to  cut  by  $2  billion  from 
the  $3.0  billion  requested  by  (lie  administration,  ropivseuts  only  a 
portion  of  the  seemingly  emlless  burden  of  Atlas  which  we  have  now 
assumed. 

How  significant  is  this  $8i/>  billion  which  we  spent  abroad  lust  year 
to  the  support  of  some  70  so-called  allies  mid  friends?  We  exporled 
merchandise  last  year  tot  tiling  $10,207  billion. 

It  is  obvious,  therefore,  that  half  of  what  we  ship  abroad  is  giveaway 
or  goes  to  pay  for  giveaways. 

lint  these  exports  were  also  needed  to  support  tho  legitimate  private 
expenditures  of  American  business,  of  travel  abroad,  and  the  $12,014 
billion  of  goods  we  imported. 

To  balance  accounts,  therefore,  foreigners  took  down,  according  to 
Department,  of  Cmnmerco  studies,  $31/.  billion  in  gold  mid  liquid 
dollar  balances.  It.  is  estimated  that  the  loss  of  gold  in  the  year  ahead 
will  he  even  greater. 

This  process  of  drawing  down  foreign  aid  dollars  in  gold  or  using 
them  to  accumulate  investments  in  this  country,  hank  balances  and 
stock  market  securities,  has  boon  going  on  now  for  10  veal’s,  or  since 
the  beginning  of  the  Marshall  plan. 

UEI’l.ETTON  OF  001.0  OKftKKVKR 

In  the  past  10  years,  over  $5  billion  of  the  gold  supply  lias  lioon 
drawn  down,  or  *20  percent  of  tho  total,  and  the  gold  reserves  are  today 
less  than  they  were  at  the  beginning  of  World  War  II. 

Meantime,  the  volume  of  business  and  industrial  activity  has 
doubled,  with  the  consequence  that  the  gold  stock,  in  relation  to  money 
and  deposits,  is  hack  at  the  levels  of  1038  and  1020. 

It  is  no  wonder  that  an  increasing  number  of  the  concerned  citizenry 
are  worrying  about  inflation,  the  flight  of  capital,  the  rising  interest 
rates,  the  constriction  of  credit,  tho  steadily  rising  costs  of  commodi- 
ties, and  services,  and,  more  than  all,  the  increasing  sense  of  uncer- 
tainty and  unsettlement. 

TIIBKAT  OF  INFLATION 

Gentlemen,  inflation  is  the  greatest  threat  to  America  today.  This 
is  the  word  I bring  you  from  much  traveling  up  and  down  the  coun- 
try, from  doing  extensive  business  throughout  the  world,  from  per- 
sonal experience  in  two  devastating  postwar  inflations. 

Inflation  is  like  tho  first  effect  of  strong  drink.  You  breathe  deeply, 
you  feel  superb,  everything  is  fine,  then  you  wnko  up  in  the  morning 
and  find  your  head  is  bursting  and  you’ve  collupsed  inside. 
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With  inflation,  business,  everything,  initially  is  booming,  everybody 
is  elated,  prices  going  up,  wages  going  up,  everybody  malting  profits, 
then  suddenly  stagnation,  collapse,  misery,  hunger,  bread lines,  shops 
closed  factories  idle,  while  prices  continue  to  rise  and  rise,  and  tne 
housewife  standing  in  the  butcher  shop  finds  the  prices  changing 
filter  than  she  cun  move  to  the  counter. 

That's  the  morning  after  of  the  inflation  boom.  It  is  followed  by 
political  chaos,  dictatorship,  and  concentration  camps,  and  so  forth. 

Today  our  total  gold  stock  of  less  than  $20  billion,  around  $18% 
billion  is  subject  to  call  by  foreigners.  Americans  cannot  convert 
their  bank  balances  into  gold,  but  foreign  governments  can  effectively 
convert  these $18!/.  billion  credits  into  gold. 

Of  course,  no  American  Government  official  will  admit  that  the 
foreigners  who  hold  dollar  credits  will  call  our  gold.  Our  officials 
say,  if  foreigners  uro  afraid  of  the  dollar,  why  are  they  continuing 
to  build  up  tneir  dollar  balances? 

Anyone  who  recalls  the  102D  panic  knows  that  it  doesn’t  take  much 
to  I ip  the  scales  of  public  confidence,  and  start  a run  on  the  bank. 

DUKIIKN  ON  AMERICAN  0O1.1.AK 

T1 10  point  I would  mako  is  this:  The  TJ.S.  dollar  today  supports 
not  only  the  whole  American  economy,  now  running  at  twice  the 
1030  rato  with  less  than  the  1030  backing  in  gold,  but  the  TJ.S.  dollar 
supports  half  the  world’s  trade;  it  is  also  lm! f the  backing  of  the 
free  world  currencies. 

This  is  too  heavy  a burden  to  put  on  our  diminishing  stock  of 
gold. 

The  only  solution  to  the  problem  is  a balanced  budget  and  a 
sound  national  fiscal  policy.  And  the  beginning  of  a sound  fiscal 
policy  is  to  stop  the  wasteful,  extravagant,  and  useless  sjiending  for 
foreign  aid. 

Along  with  a reduction  of  foreign-aid  spending,  it  will  be  easier  to 
roduce  the  pork  barrel  demands  upon  Congress  at  home.  More  than 
one  Congressman  has  asked  me  how  Congress  can  resist  the  demands 
for  extravagant  public  works  and  welfare  oxponditures  at  home  when 
wo  are  wasting  equivalent  billions  abroad. 

OTIH  UNBOUND  MILITARY  POSITION 

Our  defense  dollar  represents  GO  poroont  of  onr  total  budget  and  is 
closely  tied  to  onr  foroign-aid  expenditures.  Members  of  our  com- 
mittee who  have  hod  top  assignments  in  military  affairs  and  possess 
practical  experience  in  global  defense  planning,  have  testified  that 
our  ontire  defense  program  should  be  reevaluated. 

Russia,  our  self-announced  enemy,  has  an  air  force  stronger  nu- 
merically than  ours.  She  is  bolieved  to  be  ahead  of  us  in  missile 
development  and  in  research  which  has  military  application. 

It.  is  also  known  that  the  Soviets  are  now  arming  at.  a faster  rate 
than  we  are. 

Tims,  foreign  aid  is  diverting  funds  for  useless  purposes  which 
are  desperately  needed  for  our  own  defense. 

Our  committee  believes  that  onr  Strategic  Air  Command,  SAC,  is 
the  true  keejicr  of  the  peace. 
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May  I repeat,  today  the  United  States  alone  is  providing  the  free 
world  with  the  greatest  known  war  deterrent,  SAC,  and  so  long  us 
SAC  is  superior  to  the  Red  strategic  striking  force,  our  deterrent  is 
likely  to  remain  effective.  But  SAC  bombers  are  wearing  out  and 
our  missile  program  lags. 

CREATION  or  OVERWHELMING  AIRSPACE-NUCLEAR  SUPREMACY 

Wo  believe,  therefore,  that  it  is  imperative  for  the  United  States 
immediately  to  create  and  maintain  overwhelming  airspace-nuclear 
supremacy. 

It  is  the  contention  of  our  committee  that  a considerable  savings  can 
be  effected  by  bringing  home  a substantial  number  of  our  troops  which 
are  garrisoned  in  foreign  countries  and  reducing  hardware  handouts 
to  doubtful  allies. 

We  believe  that  a few  key  industries  and  all  our  intercontinental 
bombers,  together  with  their  essential  personnel,  should  be  provided 
with  bunker  protection  against  nuclear  attack. 

We  believe  that  providing  this  protection  is  a far  better  investment 
than  our  present  foreign-aid  program  of  wustefully  scattering  funds 
throughout  the  world. 

We  believe  that  it  is  unrealistic  to  assume  that  it  will  be  possible  to 
coordinate  the  military  effort  of  40  to  fiO  allies  on  short  notice  in 
an  atomic  war.  We  believe  that  the  dispersal  of  our  airpower  and 
decentralization  of  control  among  a score  of  nations  is  suicidal.  It  is 
like  abolishing  the  headquarters  and  general  staff  of  an  army,  and 
allowing  each  division  to  prosecute  the  defense  or  attack  us  its  indi- 
vidual commander  sees  fit. 

In  case  of  emergency  wliut  assurance  have  wo  that  they  won’t 
lie  neutral  or  wind  up  on  the  other  side  i 
We  believe  that  reluctant  allies  are  worse  than  no  nllies:  that,  peo- 
ple who  are  unwilling  or  reluctant  to  meet  the  cost  of  their  own 
military  establishments  are  questionable  allies. 

EXPERIENCE  IN  KOREA 

We  have  in  support  of  this  view  the  experience  in  Korea,  where 
we  furnished  90  percent  of  the  United  Nations  manpower,  but  we 
shared  the  vital  decisionmaking  authority  among  a score  of  allies 
and  spent  blood  and  threw  away  victory  uecause  of  the  timidity  or 
indecision  or  indifference  of  a handful  of  allies  who  exercised  a 
veto  power  upon  the  activities  of  the  unified  commander. 

In  time  of  crisis  and  atom  war,  it  is  hardly  feasible  to  have  a 
debating  society  decide  on  the  course  of  military  action.  For  these 
and  many  other  reasons  that  could  be  brought  forth  if  time  per- 
mitted, our  committee  is  convinced  that  we  must  be  prepared  to  hold 
our  own  without  assistance  from  othcre,  and  that  tlie  allies  we  can 
count,  upon,  if  any,  are  (hose  who  are  willing  to  assume  responsibilities 
in  proportion  to  our  own  and  to  their  own  defense  capacities. 

ADVERSE  economic  impact  of  foreign  aid 

With  regard  to  the  economic  effects  of  foreign  aid,  we  recommend 
a realistic  reappraisal  of  the  entire  mutual  security  program. 
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Wo  have  spent  some  $80  billion  in  foreign  aid  to  date,  and  the 
total  foreign  aid  funds  which  would  bo  available  if  recommenda- 
tions and  requests  were  granted  are: 

As  of  January  1,  1959,  $G.(i  billion  in  pipeline;  $3.9  billion  ICA 
funds  requested  by  the  administration;  $100  million  additional  re- 

?uested  by  the  Draper  Committee;  $450  million  as  a downpayment 
or  the  Inter- American  Bank — our  committee  has  testified  on  the 
weakness  of  this  structure;  $1.2  billion  to  the  International  Monetary 
Fund;  $3.2  billion  additional  subscription  to  the  World  Bank  loan- 
ing fund;  $7.5  billion  which  was  the  recommendation  of  certain  Mem- 
bers of  Congress  for  additional  Development  Loan  Fund  program  to 
be  appropriated  over  5 years. 

Tins  fantastic  total  amounts  (o  $23.2  billion,  which  is  some  $10 
billion  greater  than  the  funds  appropriated  for  the  Marshall  plan, 
which  were  voted  at  the  time  of  the  greatest  postwar  crisis. 

Of  course,  not  all  of  this  $23.2  billion  will  be  appropriated.  Never- 
theless, indications  are  that  unless  the  Senate  Appropriations  Com- 
mittee steps  in  with  a deep  cut,  it.  would  appear  (hut  some  two-i birds 
of  this  total,  or  $15  billion,  Mill  be  made  available  for  foreign  aid. 

On  top  of  all  this,  our  oversea  forces  spend  $3.3  billion  annually. 
The  entire  4-year  Marshall  plan  cost  $13  billion  and  was  enacted 
immediately  after  World  War  II  at  the  timo  Europe  was  prostrate 
and  in  the  greatest  international  crisis. 

No  wonder  foreign  governments  are  building  up  vast  dollar 
credits — enough  already,  should  they  call  our  gold,  practically  to 
deplete  our  entire  gold  reserve. 

PERCKNTAOE  OF  INCOME  TAX  DOLL  Alt  DEVOTED  TO  FOREIGN  AID 

Even  without  this  year’s  appropriations,  the  equivalent  of  20  percent 
of  the  personal  income  tax  dollar  of  every  American  is  hypothecated 
by  foreign  aid.  It  is  impossible  to  administer  such  huge  funds  which, 
under  the  ICA  program,  enter  into  every  phase  of  the  economy  of 
alien  countries. 

We  am  virtually  working  to  set  up  a planned  economy  in  nearly 
every  country  in  the  world. 

I believe  this  is  the  deliberate  intention  among  certain  officials, 
though  I doubt  if  it  is  the  intention  of  the  Congress  or  the  American 
people. 

DEVELOPMENT  LOAN  FUND  POLICY 

For  example,  despite  the  intention  of  the  Congress  and  the  policy 
that  the  Development  Loan  Fund  should  promote  private  enterprise, 
90  pei'cent  of  its  loans  are  made  to  governments.  Tnis  results  in  ever- 
increasing  state  trading  which  in  turn  breaks  down  commerce,  Ameri- 
can private  investments,  and  free  enterprise,  and  it  brings  about  inter- 
national socialism — which  is  the  first  step  to  communism. 

TOTAL  ICA  PERSONNEL 

The  personnel  which  has  been  set  up  to  administer  the  ICA  started 
with  450  men  12  years  ago,  is  now  more  than  12,000,  plus  9,000  admin- 
istering the  foreign  military  procurement. 
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Many  of  tho  loans  that  are  being  set  np  ure  I’onuyublo  in  local  soft 
currencies.  ^Vlien  soft  currency  competes  with  nurd  currency,  it 
breaks  down  American  investments  abroad. 

Many  of  these  loan  commitments  which  have  been  made  in  the 
foreign  countries  to  build  up  basic  industry  have  not  taken  into  con- 
sideration the  importance  of  developing  secondary  industry  and  de- 
veloping distribution.  It  takes  much  experience  and  many  years  to 
develop  an  efficient  distribution  organization  oven  in  highly  developed 
countries. 

Furthermore,  it  is  unrealistic  to  build  up  nrtifienlly  underdeveloped 
countries  lieyond  their  internal  resources  and  then  indefinitely  sustain 
them  by  continuous  American  aid. 

All  of  this  indicates  that  American  business  alone  possesses  the 
know-how  and  experience  to  expand  commerce  and  internal  ional  trade 
on  a self-liquidating  basis  and  with  benefits  to  the  American  economy. 

American  industry  has  in  its  employ  the  vast  majority  of  engineers 
and  technicians  who  are  able  to  evaluate  the  programs  now  being 
doveloj>ed  by  the  so-called  point  4 personnel. 

We  lmve  literally  taken  billions  of  our  resources  to  provide  our 
foreign  competitors  with  the  latest  type  facilities  to  strengthen  their 
competitive  effort. 

EFFECT  OF  POM  Cl  ICS  ON  AMERICAN  INDUSTRY 

At  the  same  time,  we  are  advocating  free  tariffs.  The  result  is  wo 
are  destroying  one  American  industry  after  another,  creating  ghost 
towns,  and  aro  subsidizing  unemployment  through  unemployment  in- 
surance at  tho  taxpayers’  expense. 

The  Development  Doan  Fund  is  authorized  to  make  soft  loans 
repayable  in  foreign  currencies.  No  one  of  authority  who  has  over 
discussed  the  program  has  pretended  that  we  would  ever  get  our  money 
back  from  these  loans,  that  they  do  not  deny  that  the  wholo  scheme 
is  a subterfuge  for  giveaway,  to  make  the  aid  program  more  palatable 
to  tho  electorate. 

What,  is  less  well  understood  is  the  effect  of  these  loans  for  economic 
development. 

I would  make  three  points: 

LOANS  TO  GOVERNMENTS 

First,  00  percent  of  the  loans  go  to  governments,  instead  of  to 
private  industry,  and  they  serve  to  increase  the  tendencies  to  stntism 
and  socialism  in  those  countries. 

It  hardly  needs  arguing  that  private  enterprise  cannot  compete 
with  State  enterprise  which  can  get  its  capital  at  low  rates  of  interest, 
which  pays  no  taxes,  and  which,  in  the  case  of  these  foreign  aid  loans, 
are  under  little  necessity  to  repay  the  advances. 

And  so  while  we  encourage  state  capitalism  and  socialism  on  the 
one  hand,  we  put  n blanket  on  private  enterprise  on  the  other, 

Tho  Development  Loan  Fund  Act,  it  is  true,  directs  the  adminis- 
tration to  encourage  private  enterprise,  but  it  is  not  evident  how  this 
can  be  accomplished  under  the  theory  of  the  Fund. 

Second,  our  effort  is  directed  to  building  up  integrated  economies  in 
the  underdeveloped  areas  for  which  they  are  presently  unprepared, 
and  for  which  veal’s  of  preparat  ion  are  required. 
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Instead  of  encouraging  these  [Ksnplew  to  develop  the  resources  that 
are  indigenous,  and  the  production  of  products  for  which  they  are 
peculiarly  adapted  by  climate,  constitution,  or  aptitude,  the  major 
effort  is  to  provide  them  with  industries  that  produce  the  things  we 
have  boen  selling,  on  the  deceptive  pretext  of  ‘‘saving  exchange. 

Tims,  governments  of  t best1,  conn  trios  are  encouraged  to  promote  and 
program  industrial  complexes,  little  I’ittsburghs,  with  steel  mills, 
chemical  indust  ries,  cement  plants,  and  the  like. 

JIOTlIOUBK  INDUBTKIAt.  QBOWTH 

The  result,  of  this  is  to  force  upon  them  a hothouse  industrial  growth 
for  which  they  have  not  the  internal  resources  or  the  secondary  in- 
dustries to  operate  roads,  communications,  housing,  and  the  legal 
apparatus  of  protection  to  workmen  in  their  rights,  and  investors  in 
their  return. 

JrUBTERINQ  COMPETITION  WITH  AMERICAN  INDUSTRY 

Third,  in  the  areas  of  median  development  wo  have  fostered  a lush 
growth  of  industry  in  full-blown  competition  with  American  industry, 
Countries  where  wage  rates  aro  at  the  subsistence  level,  where  the 

Erotections  and  benefits  accorded  here  to  the  workmen  are  unknown, 
ave  been  equipped  with  the  most  modern  machinery  and  processes, 
and  with  their  low-cost  labor  have  begun  to  flood  the  American  market 
with  wares  of  every  sort  and  description. 

TEXTILE  INDUSTRY  IN  TAIWAN 

Taiwan,  for  instance,  that  formerly  obtained  its  cotton  goods  from 
Japan,  has  now;  been  furnished,  via  the  foreign  aid  program,  with  a 
modern  textile  industry,  and  is  now  proposing  to  enter  the  American 
market, 

The  decline  of  the  American  textile  industry,  as  a result  of  foreign 
competition  financed  by  our  foreign  aid  program,  lias  been  detailed 
in  testimony  before  the  committees  of  Congress. 

Using  this  as  an  illustration  of  what  is  happening  throughout  the 
industry^  I may  briefly  state  that  in  the  10  years  since  the  beginning 
of  the  aid  program,  the  textile  industry  lias  dropped  over  300,000 
workers,  or  a third  of  the  total,  700  textile  mills  have  closed  down. 
Textile  yardage  is  less  than  10  years  ago. 

Our  surplus  cotton  disposed  of  through  the  giveaway  program 
returns  to  our  shores  in  the  form  of  textiles  sold  at  prices  wnich  our 
own  mills  cannot  meet. 

A similar  tale  could  be  recounted  for  the  plywood,  the  copper,  and 
the  brass,  the  typewriter,  and  a score  of  industries. 

, The  latest  to  come  to  my  attention  is  the  competition  from  abroad 
in  greeting  cards,  an  industry  that  I had  always  thought  was  pe- 
culiarly and  distinctively  American. 

FOHEION  AID— A FAILURE 

Our  committee  is  not  unmindful  of  the  fact  that  this  huge  un- 
realistic program  has  been  set  up  with  the  idea  of  fighting  com- 
munism. Certainly  it  is  in  order  to  analyze  the  results  we  have 
attained  in  Europe. 
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There,  the  communistic  element  is  strongest  in  the  arcus  that  have 
received  the  most  financial  foreign  aid. 

Likewise,  in  the  Middle  East  communism  has  made  substantial 
progress  in  npite  of  the  millions  we  have  appropriated. 

According  to  the  records,  communism  has  expanded  in  Indonesia, 
Thailand,  and  India,  in  the  Far  East. 

In  Latin  America,  certainly  our  lavish  gifts  have  not  stopped 
insurrection  in  Bolivia,  Venezuela,  Cuba,  Guatemala,  Haiti,  ana  the 
Argentine. 

Communist  expansion  progresses  regardless  of  our  foreign  aid. 
It  is  accomplished  by  infiltration  and  then  seizing  the  government 
in  power.  Communists  have  also  followed  the  procedure  in  many 
foreign  countries  of  sending  teams  of  several  hundred  natives  to 
Moscow  tc  indoctrinate  them  thoroughly  with  the  communistic  phi- 
losophy  and  then  returning  these  people  to  their  native  countries  to 
bring  about  insurrection. 

Certainly  our  billions  wasteful ly  thrown  to  all  comers  of  the 
globe  have  not  stopped  this  type  of  procedure. 

FOREIGN  AID  WASTE  AND  MISMANAGEMENT 

I now  come  to  what  is  one  of  the  most  distressing  aspects  of  the 
foreign  aid  program.  I refer  to  the  corruption  and  maladministra- 
tion of  ';hese  aid  dollars.  I do  this  with  some  reluctance  because 
these  distressing  aspects  reflect  upon  the  image  of  America  which 
the  aid  urogram  seeks  to  create. 

The  most  important  contribution  of  America  to  the  defense  and 
upbuilding  of  the  free  world  is  not  its  dollars,  its  technical  processes, 
its  productive  skills,  nor  is  it  its  military  might,  its  vast  array  oi 
nuclear  equipment,  it  fleets  of  airplanes,  or  its  space  missiles.  It  is 
the  character  of  its  people,  manifested  in  integrity,  reliability,  hon- 
esty, devotion  to  duty  and  honor. 

As  a result  of  the  patient  and  selfless  work  of  generations  of  mis- 
sionaries, of  the  many  fine  diplomatic  representatives  we  have  sent 
abroad,  and  the  good  sense  and  management  of  our  businessmen,  the 
image  of  America  before  the  world  has  been  fair,  American  prestige, 
in  short.,  has  been  enormous. 

How  is  that  image  sullied  by  the  repeated  disclosures  of  graft,  cor- 
ruption, maladministration  and  mismanagement? 

The  effect  of  one  scandal  cannot  be  erased  by  billions  of  dollars  in 
gifts.  It  is  better  to  spend  a single  dollar  honestly  than  tlie  $75  billion 
we  have  given  away  with  its  odor  of  misapplication  and  laxness. 

The  excuse  offered  by  the  administration  is  that  these  are  but.  inci- 
dents of  a vast,  program  and  that  they  are  in  course  of  correction.  But 
the  facts  are  to  the  contrary. 

SCANDALS  IN  IRAN 

The  melancholy  list,  of  scandals,  as  sad  as  a roster  of  war  dead,  con- 
tinues to  mount.  It  began  with  the  first  aid  program,  that  of  Iron,  of 
which  the  House  Committee  on  Government  Operations  said: 

“It  is  impossible  to  tell  what  became  of  these  funds” — referring  to 
a “total  of  a quarter  billion  dollars,”  which  it.  stated  were  “adminis- 
tered in  a loose,  slipshod, and  unbusinesslike  manner.” 
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Despite  these  criticisms,  the  director  of  the  Ininion  program  was 
rewarded  by  promotion  to  the  even  more  important  Korean  program, 
where  lie  was  able  to  squander  not  hundreds  of  millions,  but  billions 
of  dollars. 

TOTAL  CASKS  OK  MISUSE  OK  A 111  KOMIS  IN  KOKKA 

And  I am  now  advised,  and  I am  sure  that  your  committee  can 
verify,  that  the  Justice  Department  has  some  120  cases  of  misuse  of 
foreign  aid  funds  in  Korea. 

In  Pakistan,  the  Government  Accounting  Office,  found  as  one  inci- 
dent^ $700,000  worth  of  Japanese-made  pumps  bought  with  foreign 
aid  funds  that  were  never  used  and  left  to  rust  in  open  storage. 

Also  in  Pakistan,  the  Government  Accounting  Office  reported  over- 
indulgence  on  the  part  of  administrators. 

For  271  Americans,  there  were  220  passenger  cars.  529  refrigerators, 
and  1,027  native  helpers.  Natives,  bitter  over  the  high  living  stand- 
ards of  Americans,  observed  that  Americans  brought  care  into  the 
country  under  special  license  and  then  sold  them  upon  leaving  at  more 
than  they  had  paid  for  them  at  homo. 

POLICY  IN  LAOS 

In  Laos,  the  Committee  on  Government  0]>eration,s  found  that  a 
State  Department  decision,  independent  of  and  counter  to  the  judg- 
ment of  the  Defense  Department.,  was  that  Laos  should  have  a 25,000- 
man  army,  and  added : 

Having  made  the  dedalon  to  wupjiort  a 25,000-man  army,  the  Department  of 
State  then  placed  upon  ICA  the  problem  of  putting  some  $40  million  a year  Into 
nn  economy  that  could  not  absorb  half  that  amount. 

That  report  goes  on  to  say : 

Our  findings,  In  addition  to  revealing  a dismal  return  on  $4  million  expendi- 
ture, demonstrate  that  deviations  from  sound  administrative  standards  and  pro- 
cedures provide  readymade  facilities  for  corruption. 

D18CLOBOKE8  OK  CONDITION'S  IN  VIETNAM 

More  recently  the  disclosures  by  the  Scripps-Howard  newspaper 
correspondent,  Albert  M.  Colegrove,  of  conditions  in  Vietnam  were 
so  nauseous  that  the  Ambassador  and  tho  country  director  have  been 
recalled  to  explain  the  situation  to  the  Senate  Foreign  Relations 
Committee. 

In  Peru,  another  Scripps-Howard  correspondent  reported  the  ad- 
ministration of  the  country  director  who  had  apparently  promoted  a 
sizable  livestock  operation  through  foreign  aid  assistance,  and  was 
eventually  discharged  after  15  years’  service. 

HOUSE  COMMENT 

Representative  Passman,  chairman  of  the  House  Appropriations 
Subcommittee,  in  reporting  the  foreign  aid  bill  to  the  floor,  declared 
that — 

hearings  before  this  committee  showed  practices  In  the  military  aid  program 
which  were  almost  unpardonable. 

Comptroller  General  Joseph  Campbell,  in  testifying  before  tho  com- 
mittee said  that  investigations  by  his  auditors  showed  a — 

pattern  of  loose,  lax  administration  runs  through  the  entire  complex — 
of  the  foreign  aid  program. 
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GAO  investigators  related  that  the  Defense  Department  admitted 
that  “million  of  dollars”  of  war  supplies  had  been  wasted  in  South 
Korea,  that  “diversion,  pilferage,  ana  thievery”  had  stripped  Amer- 
ican military  aid  supplies  to  such  an  extent  that  critical  shortages 
resulted. 

The  Committee  on  G n erninent  Operations,  reporting  on  foreign 
aid  construction  projects,  June  20,  1958,  declared: 

The  administration  of  major  construction  projects  In  the  foreign  uld  program 
by  the  ICA  has  been  Inadequate,  Indifferent,  and  incompetent. 

For  example: 

The  ICA  permitted  the  construction  contractor  on  the  Cambodian  road  to 
purchase  about  $1  million  worth  of  used  equipment  from  himself — 

and  as  a result  of  straw  corporations — 

neither  he  nor  his  corporations  have  paid  any  Federal  or  State  Income  taxes 
on  a profit  which  appears  to  have  approximated  J50O.000. 

In  Thailand,  objective  supervision  of  construction  of  the  Bangkok- 
Saraburi  highway  was — 

complicated  by  the  personal  economic  consideration  of  two  members  of  the 
l ’MOM  staff— 

which  is  a mild  statement  indeed.  The  report  further  states  that 
estimates  for  a 200-mile  highway  emne  to  $7.5  million.  A subsequent 
survey  increased  the  estimate  to  $22  million,  ns  a result  of  which  it 
was  decided  to  build  mly  the  first  half.  The  cost  of  this  half  is  now 
expected  to  cost  $21.4  million. 

In  Vietnam  a contractor  stated  that — 

progress  made  during  the  S months  consists  of  mobilization  of  headquarters 
office,  equipment,  and  facilities — 

and  the  report  asks  why  a labor  force  of  849  persons  were  required 
solely  for  its  own  housekeeping. 

PBOQRAU  IN  BUBMA 

Referring  to  the  program  in  Burma,  Representative  Passman  stated : 

Twenty-five  million  dollars  is  still  a lot  of  money,  nnd  when  ■"mi  go  Into  a 
country  and  you  cannot  find  any  trace  of  any  benefit  from  turn,  program,  you 
wonder  whnt  we  did  touch  them  while  we  were  there. 

Senator  Loim  lias  provided  the  answer  to  Representative  Passman’s 
question.  In  the  Senate,  on  Juno  9 lie  told  the  story  of  Mr.  Lim  Cher 
Khenp,  of  Singapore,  a guest  of  some  members  of  the  Senate  Foreign 
Relations  Committee.  One  of  the  Senators  nsked  him,  Senator  Long 
reported,  **\Vhat  do  you  and  your  people  think  of  us  and  our  foreign 
aid  program?” 

Mr.  Lint’s  answer  was  “They  think  you  are  corrupt.”  He  went  on 
to  say : 

Our  people  do  not  understand  anything?  about  communism,  hut  llioy  do  under- 
Maud  about  corruption.  They  think  the  Americana  are  spending  money  to  help 
our  corrupt  I'uliilciuu*.  When  one  of  our  people  sees  an  American  official  driving 
in  a hie  car  with  one  of  our  iHilitlclaiis  who  we  know  steals  from  our  jieoplq, 
it  is  felt  llml  the  American  big  stmts  must  lie  corrupt  too. 

The  significance  of  all  this,  which  is  missed  by  the  administration, 
is  that  these  happenings  are  inevitable,  considering  the  nature  of  the 
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monster  wo  have  created.  They  arc  inevitable,  first,  because  the  money 
is  voted  en  camera,  and  spent  en  camera. 

As  Senator  Gruelling  Inis  so  eloquently  pleaded,  Congress  and  the 
American  people  are  entitled  to  the  same  budgetary  justifications 
and  explanations  for  foreign  aid  as  are  given  for  appropriations  for 
the  domestic  establishments. 

Where  these  expenditures  are  hid  under  a bushel,  you  cun  expect 
stench  and  decay. 

Second,  they  are  spent  abroad,  far  from  the  vigilant  eye  of  the 
press,  except  where  exceptionally  bravo  correspondents  are  willing 
to  hazard  their  reputations  in  seeing  for  themselves,  ami  from  the 
vigilance  of  citizens  and  their  representatives. 

Third,  as  has  been  amply  exposed,  there  is  an  absence  of  the  official 
audits  and  controls  that  maKD  for  good  administration.  Vital  informa- 
tion is  withheld  from  the  Comptroller  General  on  the  plea  of  “national 
interest.”  Congress  works  under  the  same  handicaps. 

U UTCAL  SECURITY  ACT  IB 89 — I’ORK  BARREL  LE019LATI0.V 

I Imvo  reviewed  the  mutual  security  appropriations  for  1900  ns 
passed  by  the  House  July  28,  1999.  It  is  one  of  tho  greatest  pieces 
of  pork  barrel  legislation  ever  conceived. 

Aside  from  tlio  vast  sums  appropriated  by  an  ever- increasing 
bureaucracy  wielding  a blank  check,  it  will  do  more  to  socialize  society 
than  any  step  we  could  take. 

It  is  certainly  far  afield  from  the  concept  of  our  Constitution  to 
give  handouts  and  become  involved  in  the  economy  and  political 
problems  of  every  country  in  tho  world.  Yet  we  are  doing  this  at  a 
time  when  our  fiscal  year  1999  budget  was  unbalanced  by  $12.9  billion, 
when  inflation  is  our  greatest  threat,  when  reduction  in  Federal  spend- 
ing and  elimination  of  waste  should  be  our  watchword. 

Every  one  of  our  foreign  aid  measures  will  accelerate  t lie  flight 
of  gold  at  the  very  time  when  restrictive  legislation  is  imperative. 


rnorosED  corrective  measures 


1 shall  suggest  some  corrective  measures : 

NATO.  We  should  reduce  our  commitments  instead  of  inrmising 
them. 

(Itond  military  testimony  of  our  committee  teforo  other  congres- 
sional committees.) 

The  NATO  countries  who  enjoy  substantial  prosperity  are  not 
carrying  their  proportionate  defense’shnre. 

Tho  mutual  security  program  for  the  fiscal  year  1900,  passed  by  the 
House,  appropriated  $1.3  billion  for  military  assistance,  (lie  greater 
nortion  of  which  is  for  the  NATO  countries.  NATO,  in  war,  may 
1)0  forced  into  neutrality  and  it  main  outside  the  war  effort. 

Military  assistance  to  underdeveloped  countries. 

This  may  turn  out  to  be  another  explosive  appropriation.  Under- 
developed countries  can  afford  no  more,  and  need  no  more  than  a 
police  force  for  internal  security. 

Defense  support,  $700  million.  This  vast  sum  goes  principally  to 
Spain,  Greece,  Iran,  Pakistan,  Turkey,  Cambodia,  Taiwan,  Korea, 
Laos,  Philippines,  Thailand,  and  Vietnam.  This  appropriation 
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should  be  rescreened  by  our  military  experts  and  substantial  economy 
etl'ected. 

Development  Loan  Fund, $550  million. 

I do  not  believe  Export-Import  have  exhausted  all  hard  loans. 
Why  creato  a competitor  at  a time  when,  over  a period  of  6 years,  we 
have  lmd a gold  Jlighl  of  $5  billion  i 

Management  and  control  by  the  Export-Import  Iiank  would  be 
in  lie  li  more  efficient  and  economical. 

Moreover,  the  Export-Import  can  stimulate  private  business  to  as- 
sume larger  responsibilities.  Highways,  irrigation  systems,  water, 
sewer,  sanitation,  and  power  development  can  and  should  be  financed 
largely  in  the  freo  capital  markets  of  tho  world  at  prevailing  interest 
rates. 

Most  underdeveloped  countries  have  rich  natural  resources.  If  tho 
local  political  climate  is  favorable.  American  private  industry  would 
assume  greater  responsibilities.  At  tho  moment,  wo  have  surpluses 
in  many  commodities  and  raw  materials. 

it  is  contemplated  that  the  United  States  will  stockpile  more  sur- 
pluses and  thereby  impose  still  higher  tuxes?  Or  will  wo  allow  the 
free  market  to  develop  (lie  pace  ot  opening  new  pits  and  expanding 
world  agricultural  production? 

Technical  cooperation,  $150  million.  American  industry  could  take 
on  a substantial  part  of  this  job.  Wo  should  stop  providing  technical 
people  to  dream  up  spending  schemes. 

Yugoslavia,  many  parts  of  Africa,  Middle  East,  ami  Japan  have 
plenty  of  technical  people.  Latin  America  1ms  ample  talent. 
Holivia,  because  of  its  hostile  attitude  and  Venezuela,  one  of  the 
richest  count  lies  per  capita,  should  not  receive  help, 

Cuba  which  is  expropriating  private  property,  docs  not  deserve 
assistance, 

United  Nations.  Refugee  fund,  $1.1  million. 

Children's  fund,  $12  million. 

Relief  fund,  $25  million. 

This  is  another  one-world  organization  drawing  heavily  on  tho 
United  States,  despite  the  fact  that  wc  are  outvoted. 

Special  assistance,  $200  million.  This  appropriation  is  designed  to 
promote  political  and  economic  stability  on  terms  and  conditions 
specified  by  the  President.  It  is  another  blank  check  and  should  bo 
eliminated. 

Palestine  refugees.  This  is  a serious  problem  and  requires  the 
leadership  of  an  outstanding  international  commissioner  who  will 
force  action. 

Administrative  expenses:  ICA,  $.17  million. 

State,  $7.0  million, plus  overall  administration  expenses. 

These  figures  aro  tar  too  high.  A systematic  table  of  reduction 
shmild  be  developed  in  proportion  to  appropriations. 

Edueaf  ion,  training  fund,  a system  of  repaying  should  be  developed. 
Investment  guarantees,  these  should  be  rationalized  and  put  under 
Export-Import  Hank  supervision. 

Atoms  for  peace,  $1.5  million.  Recipient  countries  are  able  to  meot 
these  costs. 

President's  contingency  fund,  $155  million.  This  is  far  too  high; 
it  should  1)0  cut  75  percent. 
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Loan  repayments,  (his  is  an  intricate  problem  which  must  be  studied 
by  exports.  Export-Import  Hank  must  set  its  policies  on  changing 
conditions. 

Areas  of  real  starvation,  a program  for  handling  excess  commodi- 
ties should  he  developed. 

NATO  conference.  The  Europeans  are  primarily  interested.  Why 
spend  $100,000  to  bring  them  to  Washington  when  are  in  the  red? 

Comptroller  General,  ho  should  bo  responsible  for  tighter  con- 
trols. lie  should  tabulate  in  detail  all  expenditures  during  the  last  ft 
years.  Ilia  report  should  lie  made  available  to  (lie  Congress  January 
1,  10(50. 

Our  committee  holds  that,  the  American  people  have  the  right  to 
demand  from  the  administration: 

1.  Well  defined  objectives  for  tbo  foreign  aid  program  so  that  they 
can  bo  evaluated  in  the  light  of  our  huge  national  debt  and  deficit 
spending. 

2.  A detailed  report  on  the  results  of  this  program  for  the  past  5 
years. 

3.  An  immediate  schedule  developed  and  adopted  to  reduce  the 
1DC0  foreign  aid  appropriation  to  total  of  $1.9  billion,  without  any 
additional  development  funds. 

Finally,  it  is  most  unrealistic  to  assume  that  the  United  States  with 
6 percent  of  the  world  population  and  depleted  resources  can  support 
91  percent  of  the  world  on  ft  giveaway  program  as  envisioned  by  legis- 
lation under  consideration.  As  long  as  wo  are  in  the  red,  Congress 
first  responsibility  is  to  (be  American  taxpayer  and  to  keep  the  home 
bn  so  strong. 

RKAl'PFtA IHAI.  OP  KNTIllR  FOHKICff  AW  rKOORAH 

In  the  light  of  tho  foregoing,  it  is  the  recommendation  of  our  com- 
mit teo  completely  to  reappraise  our  entire  foreign  aid  program.  Wo 
believe  it  is  tho  responsibility  of  Congress  to  live  within  its  income. 

Our  committee  has  endeavored  (o  develop  a constructive  program; 
with  this  in  mind  we.  make  the  following  recommendations: 

1.  That  our  traditional  general  private  charity  and  governmental 
grants  to  relieve  disaster  Iw  continued,*  that  we  encourage  the  expan- 
sion of  our  private  missionary  efforts. 

2.  (rt)  That  in  countries  which  are  still  in  a state  of  war  against 
Rod  aggression,  military  assistance,  for  tho  timn  being,  should  bo 
continued,  baton  a realistic  basis. 

(b)  That  for  our  own  free,  world  survival,  the  United  States  build 
and  maintain  overwhelming  airspace-nuclear  supremacy  over  that 
of  the  Soviet  Union. 

This  can  be  effected  for  less  timn  is  now  being  spent  for  defense 
and  foreign  aid  merely  by  reducing  appropriations  for  our  military 
surface  forces  which  are  no  longer  decisive  and  by  terminating  foreign 
aid. 

3.  (o)  That  foreign  aid  which  directly  or  indirectly  promotes  gov- 
ernments that  are  hostile  to  our  constitutional  concepts  of  govern- 
ment be  terminated  immediately, 

(ft)  That-  we.  cease  immediately  using  foreign  aid  to  enable  social- 
istic governments  to  finance,  government- owned  industries  that  dis- 
courage private  enterprise,  support  a basic  principle  of  communism, 
and  are  a competitive  threat  to  American  industry. 
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DEVELOPMENT  LOAN  FUND  ACT  PROVISION 

Chairman  Hayden.  I might  state  to  you  that  Congress  has  at 
lease  in  one  instance  taken  that  mutter  into  consideration.  In  the 
Development  Loan  Fund  Act  there  is  a provision  that  in  making 
loans  consideration  shall  be  given  to— 

the  possible  adverse  effects  upon  the  economy  of  the  Uuited  States,  with 
special  reference  to  areas  of  aubstautlul  labor  surplus,  of  the  activity  and 
the  fluauclug  operations  of  the  transaction  Involved. 

In  other  words,  wo  have  directed  specifically  that  that  particular 
Federal  agency  not  make  loans  that  will  in  any  way  promote  the 
production  of  goods  that  might  be  imported  in  the  United  States  in 
competition  with  our  indust  ries. 

Air.  HAKNiscummn.  Of  course,  the  thing  we  cannot  understand, 
first  of  all,  the  Development  Loan  Fund  finally  evolves  largely  as 
a soft  money  loan  fund,  No.  2. 

No.  2,  the  Export-Import  Bank  has  done  the  most  outstanding  job 
with  450  men,  they  have  loaned  $7  billion  and  to  date  tiiey  have  earned 
$700  million. 

And  why  go  to  work  and  create  new  agencies  of  the  Government 
which  are  more  or  less  of  a bureaucratic  nature,  when  you  have 
not  exhausted  your  hard  money  loans  that  may  bo  available. 
Continuing  with  my  statement: 

4,  (a)  That  so  long  as  governmental  foreign  aid  is  continued,  the 
recipient  should  pay  a part  of  tho  cost  of  the  proposed  project;  that 
our  aid  should  terminate  when  the  conditions  on  which  that  request 
is  based  have  been  remedied;  that  private,  technical,  scientific  and 
educational  assistance  be  extended  only  to  friendly  peoples  who  seek 
our  aid  on  a cash  or  loan  basis. 

In  any  successful  enterprise,  experienced  management  is  tho  princi- 
pal ingredient. 

By  virtue  of  the  necessity  to  nmko  a profit,  business  possesses  many 
more  men  whose  learning  has  been  directed  toward  results,  economy, 
and  developing  self-liquidating  projects. 

Every  enorf  should  be  made  to  expand  the  experience  of  men  em- 
ployed by  American  business  in  its  outposts,  reinsift-o  private  bank 
credits,  utilise  pngineevs  employed  by  American  companies  to  de- 
velop programs  without,  charge  that  are  self-liquidating. 

(6)  That  greater  encouragement  bo  given  to  private  capital  as  a 
substitute  for  Government  financed  programs.  Foreign  gifts  stimu- 
late socialism  and  communism.  American  foreign  investments  build 
up  tho  standard  of  living,  increase  production,  produco  profits  and 
taxes,  and  are  self-liquidating,  and  accrue  to  tho  advantage  of  tho 
American  economy. 

(c)  That  soft  loans  and  local  currency  loans,  which  are  an  abomina- 
tion to  sound  practice,  bo  abandoned. 

(d)  That  counterpart  funds,  which  are  impossible  to  administer 
effectively,  and  are  a political  fester  in  foreign  countries,  be  liquidated 
by  sale  on  the  best  terms  obtainable  and  all  counterpart  accounts  be 
closed. 

5.  That  until  foreign  aid  is  terminated,  Die  Congress  tako  steps 
properly  to  excrciso  close  supervision  and  control  over  the  manner  in 
which  nil  foreign  aid  funds  nre  being  spent;  that  aid  during  the  taper- 
ing off  process  he  handled  by  the  Export-Import  Bank. 
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6.  That  the  $3.9  billion  requested  by  the  President  for  the  fiscal  year 
1900  bo  reduced  $2  billion,  and  that  each  year  thereafter  foreign  aid 
be  substantially  reduced  until  terminated  within  3 years. 

And  now  may  I say  in  conclusion,  in  acting  on  this  foreign  aid 
program,  you  members  of  the  Senate  Appropriations  Committee  have 
a most  solemn  responsibility. 

Our  treasury  is  empty. 

Foreign  aid  money  must  be  borrowed. 

Our  budgets  are  unbalanced. 

Our  taxes  arc  confiscatory. 

Our  debt  is  unprecedented. 

Inflation  is  upon  us. 

Our  economic  aid  finances  foreign  competition. 

Our  military  assistance  robs  our  own  defenses. 

Foreign  aid  establishes  socialism  among  recipients. 

Forejgn  aid  is  not  authorized  by  the  Constitution. 

Foreign  aid  is  repugnant  to  most  Americans. 

Our  committee  is  composed  of  experienced,  responsible,  dedicated 
Americans.  We  have  studied  tills  problem  realistically  and  thor- 
oughly. We  ui’go  you  to  consider  well  before  you  act. 

Again,  I thank  you,  gentlemen,  for  the  privilege  of  appearing  before 
yon. 

(Additional  information  submitted  follows:) 

Loss  of  Treasury  Ooi.d  Since  Eari.y  1058 

(By  AYalter  E.  Hpohr*) 

Withdrawal*  itneo  February  19, 1058 

Foreign  withdrawals  of  Treasury'  gold,  whleh  hnvo  been  attracting  consid- 
erable attention,  began  during  the  week  following  February  10,  1058,  On  that 
date  Treasury  gold  stood  at  $22,785  million.  For  the  week  ending  December 
81,  1058,  the  Treasury’s  gold  was  down  to  $20,520  million,  a decline  of  $2,259 
million  In  45  weeks.  For  the  week  ending  May  18,  1059,  the  Treasury's  stock 
was  $20,251  million,  down  $2,534  million  during  the  04  weeks  since  February 
19,  1058. 

tfo  net  exportation  of  gold;  an  inorcate  In  earmarking 
There  has  not  been  any  net  exportation  Cf  Koij  during  this  period;  each 
mouth  February  1953-  March  1959  (latest  data  available)  ha«  shown  s net 
Juijtortatlon  of  gold— $234.<  100,000  for  that  period. 

(lold  earmarked  for  foreign  and  international  accounts  increased  $2,504,- 
300,000,  February  1058  to  March  1059,  Inclusive,  standing  at  $8,004,300,000 
on  March  81.  1950 — an  ntltime  high  level,  CJold  held  under  earmark  for 
foreign  account  (at  the  Federal  Reserve  Hank  of  New  York)  Is  not  Included 
In  the  gold  stfx-k  of  the  United  Stutes,  Earmarked  gold  cun  arise  either  from 
withdrawals  of  Treasury  stock  by  foreign  central  bonks  and  governments  or 
by  certain  International  financial  institutions,  such  as  the  International  Mone- 
tary Fund;  or  from  gold  ex|*ortatlcms  to  the  United  States  with  Instructions 
that  It  go  into  the  earmarked  fund. 

Comparison  iclfA  past  uithdra teals 

The  withdrawal  of  $2,534  million,  during  the  lit  weeks  since  February  10, 
1958,  u mounts  to  approximately  11  percent  of  the  $22,785  million  of  total  gold 
stock  for  the  week  ending  on  ttmt  date.  That  Is  a relatively  heavy  iHwceutago 
of  withdrawal  as  compared  with  ahove  uverago  withdrawals  in  preceding  years 
or  periods.  The  withdrawal  for  tho  year  1058  ($2,250  million)  was  approxl- 

1 Mr.  Hpahr,  prnfeMor  rmerthi*  of  economic*  of  New  Vork  University,  li  executive  vie* 
president  of  the  Kconomlels'  Nut  Ion*  I Committee  on  Monetary  Policy.  He  ha*  been  for 
many  year*,  one  of  the  moat  highly  regarded  authorities  in  America  on  money  aud  on  tha 

I’oUcim  or  our  Government, 
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mately  0.0  percent  of  Treasury  stock  for  the  week  coding  February  10,  10.18, 
and  approximately  the  same  percentage  If  computed  against  total  gold  stock 
nt  the  end  of  the  year  plus  gold  withdrawn,  (Total  gold  stock  Is  slightly  larger 
than  Treasury  stock.)  The  preceding  relatively  heavy  y.rcentages  of  with- 
drawals (exports  and  earmarking),  based  upon  total  gold  Btock  remaining  at 
the  end  of  the  year  plus  gold  withdrawn,  were  7 In  11)50 : 0.7  In  1028;  0 in 
1011;  5.5  in  1033.  Tim  average  of  the  yearly  withdrawals  for  tho  30  years, 
1022-57,  was  1.3  percent.  During  23  of  these  30  yeurs,  there  were  additions 
to  the  Nutlou’a  (or  Treasury)  gold  stock. 

nation  of  Treasury  gold  stuck  to  nongatd  money  and  deposit* 

The  ratio  of  onr  Treasury  gold  stock  to  all  our  unugold  money  and  bank  de- 
posits stood  at  7.85  percent  on  March  25,  105(1,  This  compares  with  10.4  In  Jan- 
uary, 1053;  0.0  average  for  1033,  tho  tlrst  year  we  were  ofT  the  gold  standard;  8.0 
average  for  the  period  1015-32,  a gold  standard  period  following  the  creation 
of  the  Federal  Reserve  System,  during  which  the  range  for  the  yearly  averages 
was  from  0.7  to  10,0  permit.  The  highest  ratio  was  21.0  In  1041. 

Foreign  short-term  dollar  claims  on  our  gold 
As  of  February  28,  1050,  totnl  foreign  short-term  dollar  claims  stood  at  $10,* 
000  million,  the  peak  in  our  history.  Of  these  only  official  claims  ($8.71fl  million) 
and  those  of  International  Institutions  ($1,5(1  million)  are  directly  convertible 
Into  dollnra — a total  of  $10,287  million  as  of  February  28,  1050.  Foreign  gold 
withdrawals  In  1058  amounted  to  14.0  jiercent  of  the  average  monthly  total  for- 
eign short-term  dollar  claims  of  that  year  ($15,520,330,000)  or  12.8  percent  of 
those  claims  at  the  end  of  thp  year  plus  gold  withdrawals  for  the  year, 

Those  foreign  short-term  dollar  llntdlitles  are  potential  claims  on  our  Treasury 
gold  stock  of  which  only  a relatively  small  percentage  Is  In  general  ever  exer- 
cised. For  the  3ft  years,  1022-57,  the  average  percentage  of  gold  withdrawn 
amounted  to  3.5  percent  of  foreign  short-term  dollar  claims  at  the  end  of  each 
year  pins  the  gold  withdrawals  for  the  respective  years.  The  range  In  yearly* 
ratios  of  gold  withdrawals  to  foreign  short-term  claims,  so  computed,  for  the 
years  1022-27.  was  from  zero,  which  occurred  In  23  of  the  3ft  years,  to  37.1 
percent  In  1033.  This  37.1  percent  requires  Interpretation.  In  that  year,  for- 
eign short-term  dollar  balances  were  nt  the  lowest  level  for  any  of  the  yenra 
1022-58 — $302  million  (end  of  year).  That  37.1  jiercent  withdrawal  Involved 
onlv  5.5  percent  of  onr  total  gold  stock  for  the  same  year.  The  withdrawal  of 
gold  In  10,58  amounted  to  12.3  percent  of  totnl  foreign  short-lerm  dollar  claims 
at  the  end  of  thnt  year  plus  cold  withdrawals  for  the  year  and  Involved  9.0 
percent  «f  oui‘  Treasury  gold  stock  nt  the  end  of  the  year  pins  gold  withdrawals 
for  the  year, 

Thus  we  have  12.3  percent  of  claims  exercised  and  9.0  percent  of  gold  stock 
withdrawn  In  1058  ns  compared  with  nn  average  of  3.6  percent  of  claims  exer- 
cised and  1.3  percent  of  gold  withdrawn  during  the  period  1022-57. 

The  comparison  Involved  Is  therefore  unusually  unfnvornhle  to  the  year  1058 
as  emu  nn  red  with  the  period  1022-67.  There  are  valid  grounds  for  concern  re- 
garding, and  f.n'  careful  rerutlny  of.  the*"  development*  of  10514-50. 

Surplus  gold  stork  stilt  aroilahlr  for  irithdrairal 

For  the  week  ending  Mnv  13,  the  Federal  Reserve  hnnks  hnd  n surplus  above 
their  legal  reserve  reoulrcnients  of  39.500  million  in  gold  certificate  reserves.  The 
11, R.  Trensurv.  nn  Mnv  12.  hnd  n free  gold  balance  of  $30-1.402,711,  thus  giving  A 
stirnlus  of  gold  nvnllshte  for  foreign  withdrawals  cnunl  to  $8,051,402,711. 

Since  the  Federal  Reserve  hnnks  can.  by  nnyltig  tax  penalties,  go  Itelnw  their 
minimum  reserve  reoulrcincnts  of  25  percent  if  necessary,  sn  even  greater  amount 
of  gold  could  he  paid  out. 

Of  the  totnl  foreign  official  short-term  claims  of  $10,297  million,  ns  of  February 
28,  1050.  which  enubj  tie  exercised.  tho  principle  of  probability  Indicates  that  the 
prostav-t"  of  a targe  nereentngo  of  such  claims  beittc  exercised  over  a considerable 
period  of  time  are  relatively  small  unless  our  Orwernment  persists  tn  pursuing 
nn  Inexcusable  course  of  idling  un  additional  foreign  claims  against  on*  declining 
stock  of  gold.  Tf  we  were  to  lose  the  highest  percentage  ever  recorded,  1922-58. 
the  37  1 pe»-ccnt  of  feint  ctalino  In  1033,  and  apply  It  tn  the  exercisable  Hahns  of 
$10  287  million  in  Febrnnrv  1959,  the  additional  amount  to  lie  demanded  would 
be  $3,810,477,000  to  cover  which  we  hn  vr  a surplus  of  $8.054,402.71 1 , and  even  mure 
If  the  reserve  requirements  of  the  Federal  Reserve  banks  are  breached, 
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There  facts  do  not  mean  that  we  could  lore  approximately  $4  billion  or  $8  bil- 
lion more  of  gold  without  experiencing  serious  consequences.  Psychological  reac- 
tions nrc  Important  factors;  and  public  reactions  to  a persistent  and  relatively 
heavy  toss  of  gold  are  highly  unpredictable.  At  some  point  in  such  withdrawals 
confidence  in  the  future  value  of  the  dollar  could  be  seriously  impaired  and  the 
dollar  could  suffer  a heavy  discount  In  foreign  exchange  because  of  the  expectation 
that  the  Federal  Reserve  banks  and  Treasury  would  In  due  course  reach  the  end 
of  their  capacity  to  pay  out  gold  at  the  standard  rate.  Placing  an  embargo  on 
further  exportation  of  gold  could  lie  exacted  to  precipitate  n sharp  discount  In 
the  value  of  our  dollars  lu  foreign  exchange;  uml  this  depreciation  could  be 
expected  to  bring  domestic  depredation  at  closely  related  rates.  Maintenance  of 
the  value  of  our  dollar  In  foreign  exchange  requires  unhesitating  redcemptlon  at 
par  even  if  this  Involves  Impairment  of  the  minimum  Federal  Reserve  bank  gold 
oertltlcnte  ratio.  There  Is,  therefore,  genuine  danger  in  pursuing  with  reckless- 
ness the  course  now  being  followed  by  our  Government.  Piling  up  further  foreign 
claims  against  our  gold  stock  is  Inexcusable,  particularly  since  there  Is  no  valid 
defease  for  permitting  redemption  of  foreign  claims  In  gold  while  our  people 
are  denied  the  right  of  redemption. 

Various  attempts  huve  been  inude  to  demonstrate  that  our  gold  supply  Is 
already  Inadequate  or  presently  In  danger.  Such  attempts  are  not  In  accord 
with  fads.  Much  of  this  effort  comes  from  those  who  arc  attempting  to  obtain 
another  devaluation  of  our  dollar,  and  a onmimm  device  employed  by  those  peo- 
ple is  to  offset  all  foreign  short-term  dollar  claims  against  our  gold  stock  and 
to  treat  {sdentlnl  claims  as  Humph  they  would  prove  to  lie  actual  claims.  Such 
a procedure  cannot  be  defended.  If  Hint  procedure  were  applied  to  insurance 
companies  or  banks,  for  example,  it  could  lie  demonstrated  that  all  of  them  are 
In  fact,  bankrupt.  The  principle  of  probability  based  uism  the  lessous  of  experi- 
ence Is  the  only  principle  that  Is  iNTmlsxIble  If  one's  purpose  is  nol  to  mislead. 
Kvery  object  of  value  is  supplied  In  the  light  of  the  principle  of  probability;  and 
wo  are  faced  with  the  principle  of  probability  in  res(>eet  to  the  future  exercise 
of  potential  clnluiR  against  our  Treasury's  stock  of  gold. 

Attempt*  to  explain  the  Trca*ury’t  to **  of  gold 
Tho  attemirts  frequently  made  to  state  the  reasons  for  the  Treasury's  loss  of 
gold  rest  largely  upon  conjecture  or  guessing  rather  than  upon  adequate  evidence. 
Foreign  central  banks  and  governments  and  international  institutions  which 
have  dollars  nml  choose  to  convert  some  of  them  Into  gold  may  do  so;  and  they 
are  not  required  to  expiuln  their  actions  and,  apparently,  ordinarily  do  not 

do  BO. 

Tim  common  allegation  that  the  gold  withdrawals  of  lh.'58-rif)  are  evidence  of 
a flight  from  tho  dollar  needs  to  l>e  offset  ago  Inst  the  fact  that  while  some  dollars 
have  been  converted  into  gold,  the  foreign  short-terra  dollar  claims  have  been 
climbing  to  a record  height, 

A frequent  exptatml Ion,  that  n major  cause  of  the  conversion  of  nongoid 
dollars  into  gold  is  to  be  found  In  the  relatively  sharp  drop  in  exjmrts  as  against 
lmjmrts,  fares  no  better  In  the  light  of  mounting  foreign  short-terra  balances 
while  Treasury  gold  is  being  drawn  down. 

Tliu  point  1.;  that  the  official  foreign  holder*  of  dollars  may  r’lmnw  r#> 
a portion  of  their  dollars  into  earmarked  gold  for  any  number  of  reasons  thnt 
«ecm  satisfactory  to  them,  without  explanation  to  us  and  without  any  official 
data  ns  to  reasons  being  available  to  us.  We  may  notice  at  aome  aubsequent 
date  that  a central  hank’s  reserves  in  gold  have  Increased  or  we  may  trace  some 
other  manifestation  of  the  use  of  the  earmarked  gold;  but  In  general  wo  do  not 
have  access  to  data  that  would  explain  why  the  Treasury's  gold  stock  declined 
and  the  volume  of  gold  earmarked  for  foreign  account  Increased  In  approxi- 
mately tho  same  amount.  Gold  la  the  most  marketable  monetary  commodity  In 
International  exchange;  and  it  may  bo  utilized  for  an  endless  number  of  ’rea- 
sons. When  we  cash  n check  nt  our  bank  we  are  tint  required  to  explain  what 
wo  promise  to  do  with  the  money  received.  Foreign  official  drafta  against 
our  gold  stock  full  in  the  same  general  category. 

Piling  «/>  of  more  foreign  dollar  claim*  against  our  gold  stock  and  dissipating 

the  »t»rk  itself 

Our  Federal  Government,  In  various  ways,  continues  to  pile  up  more  foreign 
dollar  claims  against  our  declining  gold  stock  am)  is  making  further  commit- 
incuts  and  proposals  to  dissipate  still  more  of  tho  Treasury's  gold  stock— for 
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example,  to  subscribe  another  $344  million  of  gold  to  the  International  Monetary 
Fund  and  to  provide  it  with  $1,375  billion,  and  the  International  Unnk  for  Recon- 
struction and  Development  with  $3,175  billion,  additional  potential  dollar  claims 
against  our  Treasury’s  gold.  Foreign  aid  and  other  programs  are  nlwo  providing 
still  more  dollar  claims  against  our  gold  stock.  To  these  are  added  such  pro- 
posals its  that  to  create  an  International  Development  Association  to  llnnnce 
projects  which,  apparently,  good  banking  procedures  could  not  support. 

The  picture  Is  one  of  the  prodigal  and  reckless  spender  and  dlsslpator  who, 
even  though  his  ultimate  reserve  Is  falling  rapidly,  and  t ho  potential  claims 
against  that  reserve  are  relatively  heavy  and  rising,  nevertheless  continues  his 
foolish  practices  with  unrestrained  ntmmlnn. 

Pursuit  of  this  course  by  our  Government  would  appear  to  be  inviting  ex- 
tremely serious  trouble  for  this  Notion,  It  seems  to  reflect  a remarkable  degree 
of  Irresponsibility  on  the  part  of  those  Government  officials  responsible  for  such 
policies  and  programs,  and  a failure  on  their  part  to  understand  that  It  is  sound 
fiscal  and  monetary  practices  which  induce  gold  to  flow  to,  and  remain  with,  a 
nation.  The  revival  of  an  improved  quality  of  flsca)  and  monetary  management 
In  West  Germany,  and  more  recently  iu  France,  provides  Illustrations  of  this 
elemental  principle  ; and  our  Government  should  heed  the  very  important  lessons 
which  should  he  obvious  to  eomjHJtent  and  responsible  people. 


la  much  of  the  foreign  aid  program  injurious  to  America  and  her  allies? 

Fobeion  Aid  Sekn  nr  a Foreigner 
{By  M.  A.  Thurn-Vnlsnsainn) 

Does  government  to  government  economic  development  nid  give  the  average 
citizen  of  the  recipient  countries  a better  life? 

Docs  this  kind  of  aid  make  the  world  more  stable  and  safe  for  the  donor 
countries? 

These  are  the  questions  we  should  ask  ouraelves  whenever  economic  needs 
and  aspirations  from  distant  areas  and  people  are  brought  to  our  attention. 
The  general  opinion  in  America  seems  to  be  that  government  to  government  aid 
is  the  answer.  IIow,  we  are  asked,  can  a big  development  loan  fall  to  raise  the 
standard  of  living  of  tbo  masses  in  the  recipient  country?  How  can  the  im- 
provement in  the  material  conditions  of  life— more  food,  better  housing,  nud 
clothing — fait  to  influence  the  national  character,  to  make  people  more  jience- 
fal  and  law  abiding?  This  is  a reasoning  easy  to  follow  and  to  understand. 
To  many  the  conclusions  are  clear.  Others,  and  their  numbers  Is  growing, 
have  serious  doubts.  Here  I attempt  to  subject  the  whole  foreign  aid  theory 
ton  critical  analysis. 

The  term  “foreign  aid"  is  broad.  Foreign  aid  can  mean  governmental  guaran- 
tees to  private  Investors,  defense  support,  fwstwnr  reconstruction,  flood  and 
famine  relief,  grunts  for  balancing  nntlonul  budgets,  and  many  other  things. 
For  the  purpose  of  this  examination  the  u«m»  of  the  form  Is  limited  to  continuous 
government  to  government  contributions  to  economic  development  programs. 
No  distinction  will  be  made  between  grants,  loans,  and  operations  Incorporating 
grants  as  well  ns  loan  features. 

It  Is  enslre  to  understand  the  imp!  lent  ton  nnd  rojiernissiotis  of  this  type  of 
foreign  aid  if  one  familiarizes  oneself  with  the  concept  of  economic  order.  Two 
basic  forms  of  economic  order  may  be  distinguished : the  “controlled"  (or  cen- 
trally administered)  and  the  “free  market”  (or  free  enterprise)  order.  In  the 
first  form,  what  nnd  how  much  is  to  be  produced  nnd  tinjiortod  is  determined 
by  central  authority:  In  the  second,  by  the  consumer  (through  the  price  mecha- 
nism). Power,  Influence,  distinction  are  the  rewards  in  the  one  ease;  profit 
after  taxes  in  the  other. 

These  iwo  prototypes  of  economic  order  exist  only  ns  models.  The  typo  of 
order  existing  In  any  given  country  will  inevitably  be  of  a mixed  variety,  Incur- 
portating  elements  (if  both  basic  lyjtes.  Even  In  Russia  there  In  a free  market  for 

certain  farm  produce,  whereas  In  the  Halted  Stales,  whole  segments  of  the  < n- 

omy  are  subject  to  controls  of  jiroductlnn  and  distribution.  The  important  thing 
to  know  is  which  element  predominates:  tho  “government  control"  or  the  “free 
market,”  nud  what  the  current,  trend  Js. 
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The  economic  order  cover#  only  one  aspect  of  human  activities.  There  are 
others  which  require  regulation.  For  that  purpose  political,  legal,  and  social 
orders  have  been  devised.  Together  with  the  economic  order,  ihey  form  the 
comprehensive  framework  within  which  human  society  develops. 

There  Is  n strong  interdependetir©  among  the  different  orders  governing  human 
life.  Some  of  these  orders  are  In  conflict  with  one  another,  others  are  comiple- 
uicntury.  A totalitarian  political  regime,  for  Instance,  will  not  Join  with  a free- 
inarkct  ewimniy  or  the  “rule  of  law.”  A legal  order  providing  for  an  Independ- 
ent Judiciary,  on  the  other  hand,  excludes  totalitarianism  as  a public  philosophy, 
as  well  as  central  controls  as  an  economic  principle.  Finally,  a centrally  admin- 
istered economy  makes  It  diftlrult  to  maintain  for  any  length  of  time  constitu- 
tional government  and  legal  protection  of  Individual  rights.  Awareness  of  the 
Interdependence  of  human  orders  Is  essential  for  the  understanding  of  foreign  old 
and  Its  implications. 

The  majority  of  tlio  countries  which  have  gained  their  indejwndenee  since  the 
last  war  have  Incorporated  the  political  Institutions  of  their  former  masters  into 
their  national  life.  They  have  representative  governments,  parliaments,  a free 
press,  and  the  like.  These,  If  nothing  else,  maintain  certain  ties  with  the  West. 
At  the  same  lime,  these  institutions  constitute  a jierniancnt  source  of  discord 
with  Russia.  Roth  major  jwwers  are  uwnro  of  this.  The  Americans  are  Inter- 
ested in  mulnfainlng  ami  strengthening  in  the  new  c min  tries  American-type  polit- 
ical forms  and  Institutions  (commonly  know  ns  demr-cni cy).  The  Russians,  on 
the  other  hand,  try  to  discredit  them  and  have  them  replaced  hy  those  of  their 
own  creation. 

Most  of  the  new  countries  Inherited  (together  with  Western  political  and  legal 
Institutions)  an  economic  order  based  on  private  ownership,  free  enterprise,  and 
competition,  with  a fair  amount  of  decent  rail  ration  of  economic  decisions  and 
financial  power.  The  Russians  know7  that  If  the  economy  Is  transformed  Into  a 
controlled  one,  the  Western  political  and  legal  Instil utlons  can  be  deprived  of 
more  and  more  of  their  meaning  till  one  day  they  become  obsolete. 

There  are  two  ways  for  transforming  the  economic  order  of  a country : changing 
financial  relloles,  mid  changing  ownership  relations. 

Take  a “free  enterprise"  economy.  An  economy  of  that  type  rests  on  two  pil- 
lars: one  Js  freedom  of  pricing  and  competition,  the  other  private  property. 
Without  the  support  of  these  pillars,  the  order  will  collapse.  There  are  two  ways 
in  which  this  eollnpso  can  be  brought  about.  One  Is  deficit  spending,  tho  other 
national  I sat  Ion. 

Deficit  spending  (the  provision  of  capital  through  th>*  printing  press)  Increases 
demand  for  consumer  goods  without  a corresponding  Increase  of  supply.  Prlcisi 
rise.  The  public,  not  aware  of  the  men  oiierntlng  the  printing  press,  hold 
tradesmen  and  manufacturers  responsible.  No  government  can  Ignore  this.  It 
will  have  to  pmirct  (he  pnhllc  against  "exploitation"  hy  Imposing  price  ceilings. 
This  will  soon  he  followed  h.v  rationing  and  allocations.  In  a year  or  two,  little 
of  what  constitutes  a "free  enterprise"  economy  will  be  left. 

Nationalization,  on  the  other  hand,  gives  the  government  control  of  the  moan> 
of  production.  It  Is  unlikely  that  It  will  let  the  consumers  determine  how  they 
are  to  be  employed,  how  much  and  what  type  of  merchandise  Is  to  be  pro- 
duced: for  what,  then,  would  bo  tho  object  of  natlorullzlng?  It  seems  obvious 
that  the  government  will  use  the  powers  that  ownership  gives  to  carry  out  Its  own 
designs.  DJIlus  rightly  nsks  hi  his  "New  (’lass'*  "how  an  economy  can  be  admin- 
istered other  (ban  by  central  planning,  when  it  has  or  Is  going  to  have  a slnglo 
owner"  (p.  114). 

In  the  case  of  n centrally  administered  economy  which  Is  to  lie  transformed 
Into  one  of  the  "free  enterprise"  type,  the  reverse  course  would  he  follower!. 

A balanced  budget  and  restricted  credit  make  rptnulHnttve  controls  InefiTcctlve 
even  if  they  a e not  formally  abolished  (the  Austrian  cxjierlence  during  10.12 
and  mill  is  Illustrative  of  fids).  Rusliiess  restored  to  private  ownership  revives 
the  spirit  of  private  enterprise.  "Wherever  monopoly  of  ownership  1ms  been 
htiiK*sslbb\"  we  rend  In  DJItas'  )ss>k,  "freedom  to  some  degree  has  l>eennie  In- 
evitable” (p.Gfi). 

flow  (Uu  * "fureiyn  aid"  offect  the  economic  order f 
This  is  the  cmcbit  point.  To  answer  It  we  have  to  examine  the  Impact  of 
foreign  aid  on  the  monetary  system  and  on  ownership  relations. 

It  must  he  recognized  that  the  ad  ml  n 1st  rn  tors  of  foreign  aid  programs  are 
fully  aware  that  dollar  financing  of  development  projects  can  create  Inflationary 
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pres&urefl.  For  this  reason,  contributions  to  Bueh  projects  often  are  limited 
to  the  financing  of  Import  requirements  and  to  the  releuse  of  counterpart  funds. 
This  reduces,  but  does  not  eliminate,  the  Inflationary  danger.  Every  one  of  the 
major  projects  executed  under  a foreign-aid  program  requires  a number  of  com- 
piemen (ury  Investments  which  are  not  and  cannot  all  be  financially  provided  for. 
As  the  need  for  such  Investments  becomes  apparent,  tbe  forelgn-ald-recelvlug 
country  usually  has  no  alternative  to  central-bank  financing.  The  Austrian  Infla- 
tion of  1047-51  was  uiaiudly  due  to  tills  cause. 

The  main  effect  foreign  aid -has  on  economic  order  Is  through  Its  Impact  on 
ownership  relations,  if  the  use  of  the  aid  funds  is  left  to  the  authorities  of  the 
receiving  countries,  the  money  will  go  to  the  sector  of  the  ecouomy  subject  to 
the  direct  control  of  these  uuthorltiea  This  Is  the  public  sector.  “Such  prop- 
erty," DJllns  says,  "Is  legally  considered  sodul  and  national  property,  actually 
a single  group  manages  It  In  Us  own  Interest"  (p.  05). 

With  inflation  and  nationalization,  the  putdic  sector  In  the  nld-recclvlug  coun- 
tries will  expand  and  the  private  one  contract.  If  this  trend  Is  not  arrested,  the 
markets  one  day  will  become  too  small,  and  profit  incentives  too  weak  to  support 
free  enterprise.  The  transformation  of  the  economic  order  will  then  have  been 
completed.  Already  in  1(157,  C.  Johnson  writes  In  his  report  to  the  Foreign  Re- 
lation Committee  that,  "There  is  (in  Asian  countries  ho  visited]  little  or  no 
encouragement  for  private  enterprise.  It  Is  politically  more  popular  to  erect 
state-owned  publicly  administer  monopolies  which  afford  opportunities  for 
patronage  and  special  favors."  (Committee  Publication  No.  7,  March  11)57.) 

Americans  appear  Just  us  concerned  with  the  trend  toward  public  owner- 
ship as  with  inflation.  They  may  not  be  fully  aware  of  the  Impact  that  these 
forces  have  on  economic  order.  What  they  see,  however,  Is  the  tremendous 
waste,  the  misdirection  of  resources,  the  corruption  inherent  in  the  system.  For 
that  reason  they  are  reluctant  to  approve  the  use  of  foreign-aid  funds  for  financ- 
ing government  projects  outside  what  is  generally  accepted  ns  the  realm  of  state 
authority  (public  utilities,  transportation,  etc.).  As  for  Inflationary  pressures, 
America  us  often  withhold  releases  of  counterpart  funds  In  an  attempt  to  curb 
them. 

Now,  If  this  Attitude  prevailed,  tho  reasoning  behind  It  would  bo  of  little  con- 
sequence; a "no"  to  a request  for  assistance  because  of  "mismanagement”  or 
a "no"  because  of  effects  on  economic  order  amounts  for  practical  purposed  to 
the  same  thing.  Unfortunately,  the  attitude  does  not  prevail, 

Before  continuing  with  this  presentation,  we  have  to  refer  to  a fundamental 
difference  helween  the  approach  of  the  United  States  to  development  aid  and 
and. tho  attitude  of  underdeveloped  countries. 

American  foreign  aid  ttollcles  appear  to  be  based  on  three  assumptions.  The 
first  is  Mint  the  economic  potential  these  policies  help  new  countries  to  create 
will  be  used  for  improving  the  standard  of  living  of  tho  masses;  the  second, 
that  better  living  conditions  (or  an  end  to  the  grinding  jmverty  in  which  moat  of 
the  iioople  In  these  areas  live),  will  strengthen  the  internal  stability  and  tho 
spirit  of  independence  of  these  countries;  tho  third,  that  this  will  help  Ameri- 
can security.  "(Jreater  production,"  President  Trmunn  said  In  hlH  Inaugural 
address  of  ItWO,  "Is  the  key  to  prnH|n>rlty  and  lienee." 

It  should  bo  noted  that  this  type  of  reasoning  is  (lecullar  to  the  United  Staten. 
Europe  may  be  just  ns  conscious  of  tho  Russian  threat,  ft  may  have  Just  as 
much  to  lose  If  the  underdeveloped  countries  fail  under  Russian  domination. 
Yet,  In  Europe  "economic  development”  has  not  aroused  tho  big  popular  concern 
that  exists  In  America. 

The  reason  Is  not  lack  of  money.  There  are  countries  like  Switzerland  which 
always  were  able  to  help,  and  others  like  Germany  which  have  recently  come 
Into  a position  to  contribute  to  the  development  of  foreign  economics  on  a non- 
commercial basis  (grants,  "soft"  loans).  The  reason  It  liol  pettiness,  ellher. 
The  Swiss,  for  Instance,  on  putnerons  occasions  and  nt.  considerable  sacrifice 
to  themselves,  have  given  other  countries  famine  aid  and  flood  relief.  Yet  they 
have  refused  to  participate  In  the  type  of  continuous  aid  to  economic  develop- 
ment which  the  Americans  feel  themselves  committed  to. 

Occasional  appeals  for  aid  to  underdeveloped  countries  from  European  statea- 
mon  should  not  mislead  one.  The  motivations  of  these  appeals  differ.  Some  are 
Ideological : such  ns  eiithnslnsm  for  mi  economic  order  based  on  comprehensive 
development-planning  and  compulsory  saving.  Others  are  commercial,  with 
prosiiects  of  bigger  orders  from  sld-i*ccelving  countries,  higher  earnings  and 
higher  employment  ratios  In  the  nntlonnl  export  Industries.  Whatever  the 
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reauontng,  European  appeals  for  economic  aid  to  underdeveloped  countries  ap- 
parently have  one  thing  In  common : the  understanding  that  the  American  tax- 
payer, and  the  American  taxpayer  alone,  will  foot  the  bill. 

To  the  rulers  of  some  of  the  recipient  countries,  foreign  aid  meant)  something 
entirely  different  to  what  it  means  to  Americans.  For  them  It  is  primarily  an 
instrument  for  subjecting  the  productive  forces  of  their  countries  to  their 
political  and  ideological  objectives.  The  great  Impression  that  economic  develop- 
ment In  Russia  and  China  makes  on  them  suggests  that  this  assumption  may  be 
well  founded.  Better  living  conditions  for  the  population  and  luternal  stability 
may  well  appear  desirable.  Planning  for  political  power,  however,  must  come 
first. 

One  can  also  put  It  thus:  Whereas  for  Westerners  economic  development  Is 
closely  related  to  Individual  wants  such  as  food,  clothes,  housing,  and  transporta- 
tion, for  the  Eastern  countries  such  u relationship  does  not  necessarily  exist.  For 
many  of  them,  the  capacity  to  launch  sputniks  Indicates  a higher  standard  of  de- 
velopment than  production  of  motorcars,  television  sets,  and  refrigerators. 

The  other  day  a friend  of  mine  asked  me  whether  I considered  Russia  an 
underdeveloped  country.  Without  hesitation  I sold  that  I did.  Prof.  I).,  who 
was  present,  disagreed,  "flow  can  you  say  such  a thing,"  he  protested.  "Would 
you  call  a hunk  of  a man  standing  in  front  of  you,  oil  set  to  punch  you  In  the 
nose,  underdeveloiied  ?*' 

"If  this  man  makes  Just  enough  tn  10  hours  of  dally  hard  work,"  I replied, 
"to  rent  ft  bedroom  and  to  buy  staple  foods  and  rough  clothes  to  keep  himself 
warm;  and  If  he  has  little  hope  of  ever  obtaining  any  of  the  amenities  of  our 
civilization,  such  as  Iceboxes,  bathrooms,  and  seaside  vacations,  I certainly 
would.  Economically  speaking,  he  is  underdeveloped.  Now,  of  course,  If  you 
consider  the  essence  of  economic  development  to  be  muscular  strength,  the  capac- 
ity to  throw  your  weight  about  In  the  street  where  you  live,  to  Intimidate  your 
neighbors,  then  IlUBsin  Is  the  most  highly  develoj>cd  country  in  the  world." 

The  assumptions  on  which  American  base  economic  development  are  open  to 
serious  questioning.  For  one  thing,  the  economic  potential  created  with  the  help 
of  foreign  aid  does  not  have  to  be  used  to  Improve  tho  tiring  conditions  of  tho 
people;  for  the  other,  such  an  improvement  would  not  necessarily  change  Jealous 
and  power-hungry  Individuals  into  men  of  opposite  character,  or  politically  Im- 
mature societies  into  mature  ones.  We  have  only  to  look  at  Russia  to  see  that 
economic  potential  can  bo  devoted  to  military  power  and  prestige,  rather  than 
public  welfare,  Iraq  and  Egypt,  on  the  other  hand,  show  us  political  con- 
tentment Is  not  Just  a function  of  rent  income.  The  per  capita  Income  in  Iraq 
and  Egypt  Is  two  to  three  times  as  high  as  In  other  Aslan  nnd  African  countries. 
(Egypt  $110;  Iraq  $8.1;  India  $14;  Ethiopia  $10;  Angola  $50.)  P,  T.  Bauer  li 
right  when  he  says  that  "the  character  of  a society  Is  governed  by  Its  historical 
development,  by  natural  and  ethnic  characteristics,  by  Institutional  arrange- 
ments, that  Is  factors  and  Influences  other  than  the  conventionally  measured  flow 
of  goods  and  services,"*  It  Is,  therefore,  difficult  to  see  how  "environment  condi- 
tioning" of  tho  typo  practiced  by  foreign-alders  can  accomplish  what  Is  Intended. 

So  long  ns  Americans  believe  in  the  validity  of  the  assumptions  underlying 
their  forelgn-ald  policies,  therefore  they  will  wish  to  got  a maximum  economic 
(ns  opixtsed  to  itolitlcnl  or  propaganda)  effect  out  of  a given  sum  of  money. 
This  Is  because  only  n real  Increase  In  productivity  can  bring  tho  economic 
betterment  from  which  they  exirnct  ] tea  refill  coexistence  to  flow.  To  Insure  tho 
maximum  effect  they  attach  conditions  to  the  use  of  aid  funds.  Projects  must 
be  "economically  Justified,"  There  must  lie  bidding  for  contracts.  Disburse- 
ments must  Ik*  subject  to  control.  Finally,  the  hope  Is  expressed  that  some  small 
part  of  tho  loan  or  grant  proceeds  he  reserved  to  the  ailing  private  sectors  of 
the  different  economies.  This  Is  done  not  so  much  for  Ideological  reasons  as 
out  of  n feeling  that  private  Individuals  arc  more  rational  in  their  use  of  scarce 
goods  and  services  than  government  officials,  nnd  will  accomplish  more  with  a 
given  sum  of  money  than  does  the  state. 

The  Cooley  amendment  provides  Hint  21  percent  of  local  currency  loans  under 
Public  Law  180  shall  go  to  private  enterprise.  I, onus  granted  under  this  pne 
vlnlon.  however,  have  to  be  "mutually  agreeable."  Tho  Development  Loan 
Fund,  Jt  Is  hoped,  will  also  "encourage  private  competitive  business." 

If  all  the  rulers  of  the  recipient  countries  had  the  same  approach  tn  ewnnmlc 
development  ns  do  the  Americans,  they  would  welcome  snch  conditions,  As  wo 
hnvo  ween,  they  do  not.  Any  form  of  control  nnd  supervision  of  old  funds  inter- 

* "Economic  Analyst*  and  Policy  In  Underdeveloped  Conntrlea,"  p.  126. 
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feres  with  their  natural  desire  to  put  these  funds  to  e maximum  polJtclul  advan- 
tage to  themselves.  They  will  resent  sjieclal  requirements  and  limitations  In 
the  use  of  aid  funds  Just  us  milch  as  they  rexout  the  demand  for  political  ullue- 
ment,  facilities  for  haws?,  am)  other  political  conditions.  Tho  State  Depart- 
ment, anxious  to  avoid  irritation  and  offense,  therefore  opposes  such  limitations. 
It  tends  to  recommend  the  granting  of  aid  on  tho  moHt  liberal  terms  possible. 
The  administration  Is  said  to  bo  seeking  a revision  of  tho  Cooley  amendment  for 
fiscal  year  UHJO, 

It  la  frequently  argued  that  the  Bovlets  do  not  attach  any  conditions  to  the 
development  aid  they  give.  Those  who  demand  similar  restraint  from  the  United 
Htntes,  however,  do  not  realize  liow  different  t no  positions  are  in  which  the 
two  powers  find  themselves.  Every  cent  the  Russians  s[s?nd  on  development  aid 
goes  into  the  public  sector  of  the  recipient  economy.  Ono  hears  that  they  nsk 
for  this,  Even  if  they  refrained  from  doing  so,  however — and  this  is  the  crucial 
point — the  rulers  of  the  recipient  countries  would  see  to  it  that  the  money  went, 
and  stayed,  there.  Their  own  political  interests  require  it.  For  America,  the 
BJtuatlon  Is  entirely  different.  There  a loan  condition  favoring  private  enterprise 
has  to  be  imposed  on  an  unwilling  borrower. 

With  growth  limited  to  the  public  sector,  the  economic  order  in  the  aid-receiving 
countries  is  bound  to  be  affected.  From  a predominantly  free-enterprlse  and 
private-ownership  economy,  there  will  gradually  emerge  a system  of  public 
ownership,  comprehensive  development  planning,  and  compulsive  saving,  very 
simitar  to  the  Bystem  existing  in  Russia.  We  have  seen  above  that  such  a 
system  is  incompatible  with  Western-type  political  and  legal  Institutions.  Unless 
present  policies  are  altered,  these  Institutions  will  become  progressively  weaker. 
Their  final  collapse  may  mean  the  end  of  Western  Influence.  Bo  govern ment-to* 
government  development  aid,  while  making  excellent  sense  to  Russia,  can  be 
most  harmful  to  the  West  In  general  and  Aim  rica  in  particular.  Instead  of  pre- 
venting Communist  penetration,  through  Its  effect  on  the  economic,  and  thus  on 
the  social,  political,  and  legal  order,  it  can  actually  accelerate  Communist 
advances. 

Not  long  ago  I took  part  In  a discussion  of  foreign  aid.  The  American  dis- 
tributing agencies  and  their  field  representatives  abroad  came  in  for  much 
criticism  because  of  their  passive  acceptance  of  policies  and  procedures  In  re- 
cipient countries.  Somebody  objected  to  this  criticism.  "It  is  not  the  function 
of  foreign  representatives,"  ho  said,  "to  try  to  change  the  economic  system  of 
the  countries  of  their  appointment  to  the  likeness  of  their  own.” 

"I  go  along  with  thin,"  I said.  "Deslruble  though  such  a change  may,  In  some 
cases,  appear,  attempts  to  bring  It  about  made  by  a foreigner  will  almost  cer- 
tainly end  In  falluro.  Whnt  we  are  witnessing  now,  however,  is  quite  something 
else.  It  Is  the  spectacle  of  westerners  transforming,  through  their  lending  and 
granting  activities,  the  economic  system  of  countries  from  something  not  unlike 
free  enterprise  to  the  exact  opposite.  That  thiB  is  not  done  Intentionally  does 
not  change  the  results.” 

Tho  true  nature  of  foreign  development  aid  is,  fortunately,  beginning  to  be- 
come apparent.  If  It  were  not  for  the  fear  that  recipient  countries  would  carry 
their  noedv  (and  sympathies)  to  Moscow,  n sizable  reduction,  if  not  complete 
abandonment,  of  this  lype  of  aid  might  be  feasible. 

Why,  we  may  ask  ourselves,  does  the  possibility  of  an  increase  In  Russian  aid 
exert  such  n deterrent  Influence?  Are  not  requests  for  Russian  aid  being  mndo 
continuously  from  all  corners  of  the  globe  In  spite  of  the  large  volume  of 
American  assistance?  The  Russians  cannot  possibly  help  every  country  at  the 
namo  time.  A susjH'iision  of  American  development  aid  Is  hound  to  reduce  the 
total  sum  of  foreign  assistance  received  by  any  of  the  new  countries.  This  will 
cause  acute  dlsapisilnt merit,  to  some  even  embarrassment.  On  the  whole,  how- 
ever, the  effect*'  should  be  salutary.  The  consequences  of  mistaken  policies. 
Inefficiency,  and  corruption,  hitherto  concealed  hy  such  assistance,  will  lie  laid 
hare.  Faced  with  a breakdown  of  national  development  plans,  public  opinion 
might  be  ready  to  consider  a new  approach  to  the  problem  of  economic  growth. 

An  alternative  method 

Now  I attempt  vo  suggest  a new  basis  for  Western  nld  in  tho  economic  devel- 
opment of  underdeveloped  countries. 

What  underdeveloped  countries  need  roost  Is  a legal  and  institutional  frame- 
work for  economic  activity,  a framework  that  would  release  dormant  creative 
forces  at  home,  repatriat  local  capita)  from  nhrond,  and  attract  new  private 
foreign  investment*.  Technical  assistance  to  plan  nnd  enact  this  framework 
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will  have  to  come  first.  {Latin  America  la  desperately  In  need  of  Investment 
capital.  Yet  according  to  “Survey  of  Current  Business”  of  the  U.S.  Department 
of  Commerce,  by  Ihe  end  of  1050  no  less  than  #500  million  had  been  Invested 
by  Latin  Americans  In  U.S.  Industry;  this  figure  does  not  include  Indirect  In- 
vestments through  Swiss  or  British  firms.  Lack  of  capital  Is  not,  as  many 
think,  the  cause  of  underdevelopment;  rather,  It  Is  the  consequence.) 

Second  In  injportnuce  la  the  reduction  of  American  Imimrt  restrictions.  The 
developing  countries  should  be  given  better  opportunities  to  earn  some  of  the 
dollars  they  need  for  investment  purposes.  They  should  be  given  reasonable 
security  that  efforts  to  create  a market  far  their  products  in  America,  and  ex- 
penditure for  that  purpose,  will  not  be  lost  through  the  use  of  escape  clauses  In 
trade  agreements.  Part  of  the  money  the  taxpayers  save  In  foreign  development 
(ltd  could  be  used  by  them  to  give  some  relief  to  American  farmers  and  manu- 
facturers who  suffer  hardship  through  Increased  Imports. 

One  cannot  exjiect  linmedinte  results  from  policies  based  on  these  principles. 
It  might  be  years  before  the  improved  investment  climate  resulting  from  tlielr 
implementation  will  attract  an  amount  of  private  capital  sufficient  to  Insure  a 
satisfactory  rute  of  economic  growth.  In  tim  meantime,  there  may  be  a drop  In 
Investment  activities,  To  prevent  this  drop  from  becoming  extreme,  the  present 
narrow  limits  of  credit  worthiness  of  the  underdeveloped  eountrli*  could  be  ex- 
tended with  Government  guarantees  for  prhnte  Investments  (ns  practiced  under 
existing  programs)  and  Government  guarantees  for  the  obligations  of  Interna- 
tional lending  institutions  (us  enjoyed  by  the  International  Bank  for  Recon- 
struction and  Development  bondholders).  One  should,  however,  be  under  no 
Illusion  ns  to  what  can  l>e  accomplished  by  these  methods  alone.  The  space  be- 
tween political  "no  private  funds  obtainable"  and  commercial  "reasonable  pros- 
pects of  repayment"  loans  Is  a very  nurrow  one  {official  IBRD  lending  policies). 

A program  based  on  the  above  principles  may  not  be  acceptable  to  politicians 
in  underdeveloped  countries.  Soft  loans  and  grants— with  the  use  of  the  pro- 
ceeds left  to  their  discretion — serve  their  purpose*  better.  They  have  helped 
them  to  extend  their  power  and  Influence  In  the  past.  They  promise  to  do  no 
In  the  future.  On  the  other  hand,  the  establishment  of  the  legal,  Institutional, 
and  moral  foundations  rm  which  a modem  Industry  can  be  built  may  welt  have 
the  contrary  effect. 

Governments  will  object  on  the  ground  that  the  policies  recommended  to  them 
are  of  Western  Inspiration.  They  will  not  want  to  readmit  under  the  guise  of 
nsdstanco  what  they  have  only  recently  thrown  off.  In  this  caw*  one  can  only 
say  tbnt  It  Is  Impossible  to  have  the  best  of  two  worlds.  Who  closes  his  door  to 
the  spirit  of  the  West  must  go  without  the  material  fruits  of  Its  civilisation. 
Roepko  puts  his  opinion  on  economic  development  In  the  new  countries  lit  the 
following  words : "Modern  industry  of  a higher  level,"  he  auys,  "will  by  its  very 
nature  be  limited  to  the  pnrts  of  the  world  where  a man,  who  says  ‘tomorrow,’ 
means  the  next  day  and  not  n vague  future  prospect."  1 
It  Is  obviously  Imjwsslble  to  help  somebody  against  his  own  will.  If  the  forms 
of  development  aid  suggested  almve  are  refused,  the  West  will  have  to  resign  It- 
self to  the  fact.  It  Is  not  America,  not  Europe,  but  the  underdeveloped  countries 
who  stand  to  lose  most-  Under  no  circumstances  should  the  old  foreign-aid  |*ol- 
Ides  be  continued.  Sums  of  money  offered  from  one  government  to  another  on  a 
do-wlth-lt-what-you*llke  hasla  offer  no  lasting  cure  for  economic  ills,  They  only 
strengthen  the  position  of  governments  and  weaken  the  jawdtion  and  the  rights 
of  the  individuals  in  the  recipient  countries  The  resulting  Inequalities  may 
bo  of  little  concern  to  America.  What,  the  United  Slates  cannot  remain  Indif- 
ferent to,  however.  Is  the  emergence  from  such  conditions  of  totalitarian  regimes, 
de| >ei] dent  on  Russia  for  aupjwrt  and  inspiration. 

Earlier  In  this  essay  I mentioned  a discussion  on  the  degree  of  economic 
development  reached  b.v  Russia.  Somebody  objected  ou  that  occasion  to  my 
calling  Russia  “underdeveloped,”  I said  that  If  the  standards  for  measuring 
economic  development  wero  muscular  strength,  If  they  were  the  caimclly  to 
throw  one's  weight  around  nnd  to  threaten  otic's  neighbors,  then  Indeed  Russia 
would  he  the  most  highly  developed  country  In  the  world.  May  I add  In  con- 
elusion;  If  other  countries  want  the  same  kind  of  development,  that  is  their 
own  business.  There  Is  nothing  we  rnn  do  to  prevent  it.  But  why  on  earth 
should  we  have  to  pay  for  It? 

Tim  Russian  challenge  in  the  field  of  economic  development  cannot  be  met 
with  equal  or  greater  aid  of  the  same  type,  It  requires  a new  approach. 


* "Unterf  ntwlcktlt*  TAvtider,"  Ordo,  1959,  p.  ##, 
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ASTI  OLE  BY  JAMES  B.  REM  PER 

Chairman  Hayden.  Are  there  any  questions? 

We  thank  you  for  your  appearance. 

Mr.  HABNiscm'EOER.  You  are  welcome. 

Senator  Dwobshak.  Mr.  Chairman,  before  the  committee,  recesses, 
I would  like  to  have  permission  to  insert  in  the  record  at  this  point 
a short  article  entitled  “Foreign  Aid  Is  Breeding  Inflation,”  written 
by  James  S.  Kemper,  of  Chicago,  formerly  U.S.  Ambassador  to 
Brazil. 

Chairman  Hayden.  That  may  be  done. 

(The  article  referred  to  follows :) 

Foreign  Aid  Ib  Breeding  Inflation,  Kemper  Says 
(By  James  S.  Kemper) 

The  foreign-aid  program  as  it  now  Is  set  up  adds  to  the  inflationary  pressures 
in  the  United  States;  it  spends  money  we  don’t  have  to  waste,  and  it  is  not 
making  good  friends  for  the  United  States. 

As  my  wise  Scotch  grandfather  often  said,  ‘'Bad  loans  never  make  good 
friends.”  This  is  just  as  true  between  nations  as  between  individuals. 

Inflation  is  a deadly  threat,  and  it  should  be  controlled  now.  It  destroys 
business  because  It  forces  a businessman  to  abandon  the  sound  principles  which 
should  govern  decisions,  In  favor  of  short-term  measures  designed  to  preserve 
as  much  as  possible  of  his  financial  strengtb.  Worse,  it  destroys  the  savings  of 
our  people. 

When  a man  lives  a thrifty  life  and  saves  bis  money  for  his  old  age  and 
dependents,  he  is  entitled  to  expect  that  the  dollar  he  saves  will  buy  approxi- 
mately an  equal  value  at  the  time  he  needs  it.  To  save  a dollar  that  will  buy 
2 bushels  of  potatoes  at  the  time  it  is  saved  and  then  find  that  It  will  buy  only  1 
bushel  of  potatoes  at  the  time  It  is  used,  is  a cruel  confiscation. 

Not  ouly  does  inflation  destroy  the  savings  our  people  have,  but  It  destroys 
the  will  and  desire  to  save.  Personal  savings  are  the  very  basis  of  our  private 
enterprise  system  and  the  private  enterprise  system  is  the  basis  of  a free  society. 

I say  that  foreign  aid  is  spending  money  we  "haven't  got.”  That  is  obvious 
because,  with  taxes  at  top  levels,  we  have  had  deficits  in  most  years  of  this  gen- 
eration and  we  are  facing  new  deficits  under  this  year’s  program.  Deficits  mean 
that  our  Government  must  Issue  bonds.  These  are  a lien  on  the  present  prop- 
erty and  future  earnings  of  our  people. 

You  can’t  put  a debt  against  people  without  automatically  reducing  the  value 
of  what  they  have.  Since  money  is  the  measure  of  our  property,  each  deficit  is  a 
reduction  in  the  value  of  oar  money. 

If  our  foreign-aid  disbursements  had  been  made  with  greater  care  and  per- 
spicacity there  would  have  been  no  necessity  to  raise  the  debt  limit.  The  corol- 
lary to  this  would  have  been  a reduction  in  the  taxes  already  overburdening 
the  American  taxpayer. 

Some  of  our  foreign  aid  goes  to  governments  which  actually  are  not  friendly 
and  in  some  instances  are  under  communistic  domination.  Borne  of  it  is  used  to 
finance  nationalization  of  business  enterprises  In  friendly  countries.  Those  coun- 
tries won't  thank  us  lu  the  future  for  our  hand  in  these  projects:  As  we  con- 
tribute to  their  socialization,  we  are  guilty  of  assisting  In  their  destruction. 

According  to  T.  Coleman  Andrews,  former  Internal  Revenue  Commissioner,  In 
1067  it  took  an  income  of  $4,806  to  match  in  purchasing  power  a 1939  income  of 
$2,000.  It  took  an  Income  of  $13,004  to  match  a 1939  income  of  $5,000  and  it 
took  an  Income  of  $30,971  to  match  a 1939  Income  of  $10,000.  So,  in  less  than 
20  years  we  have  seen  the  real  value  of  our  Incomes  cut  in  half. 

The  effect  of  foreign  aid  In  countries  that  get  it  may  be  just  as  bad  and  in- 
flationary for  them  as  it  la  for  us. 

Foreign  aid  Is  justifiable  as  a temporary  measure  but  no  country  can  main- 
tain its  strength  by  gifts  from  without.  We  are  undermining  the  morale  of  the 
leaders  who  otherwise  would  develop  in  every  country  with  the  capacity  for 
working  out  their  own  difficulties  and  problems. 
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Mach  of  our  foreign  aid  has  gone  into  the  building  of  factories  which  compete 
with  American  industry.  Our  living  standards  and  our  wages  provide  markets 
which  exist  nowhere  else.  With  the  machinery  we  have  given  them  and  their 
low  wages,  other  countries  undersell  us  in  our  market,  in  foreign  markets,  and 
American  workers  lose  their  jobs. 

Hundreds  of  American  plants  are  closed  because  of  foreign  competition  our 
foreign  aid  programs  have  financed.  In  order  to  meet  this  competition,  many 
American  manufacturers  have  found  it  necessary  to  establish  foreign  mnnufac* 
hiring  subsidiaries.  Automatically,  tbis  helps  the  economy  of  the  countries  in 
which  the  plant  is  located  but  results  in  a loss  of  employment  here  and  a reduc- 
tion In  taxable  income. 

European  countries  are  doing  very  well  on  their  own  these  days.  We  have  a 
great  future  in  the  Western  Hemisphere.  We  have  reliable  friends  in  this 
Hemisphere.  If  we  have  money  to  spare,  we  well  could  use  more  of  it  In  this 
area  where  it  will  produce  results  that  will  help  us  both  In  national  security  and 
in  our  business. 

Much  has  been  said  about  aid  to  underdeveloped  countries.  We  can’t  possibly 
change  the  habltB  and  traditions  of  a foreign  country  until  the  people  there  are 
ready  for  it  and  want  it 

There  is  plenty  of  money  for  investment  in  a country  that  will  support  the  in- 
strumentalities of  development  provided  those  countries  can  produce  stable  gov- 
ernments which  will  respect  property  rights  and  obligations.  That  respect  can- 
not be  created  by  our  gifts,  and  until  it  conies  from  within  the  people,  a foreign 
country  will  continue  to  be  underdeveloped  no  matter  what  we  do. 

The  American  people  always  have  been  generous  and  I hope  they  continue 
to  be.  The  United  States  has  much  to  do  to  maintain  Its  vitality  and  to  de- 
velop its  economy  in  a way  that  will  preserve  personal  and  economic  freedom 
In  this  country. 

If  we  are  able  to  maintain  our  leadership  and  our  ability  to  assist  in  the 
protection  of  the  free  part  of  the  world,  we  must  first  control  inflation,  reduce 
Government  waste  and  bureaucracy,  reduce  our  debt  and  our  taxes,  and  solve 
our  domestic  problems. 

Foreign  aid  is  one  of  the  first  places  to  start.  We  must  reduce  our  foreign  aid 
expenditures  now,  and  eliminate  them  within  a comparatively  sbort  time. 
Otherwise  this  expenditure  of  our  savings  will  hasten  the  day  when  our  own 
liberties  and  our  free  enterprise  system  will  be  threatened,  and  perhaps  ulti- 
mately be  exchanged  for  socialism  or  worse. 

COMMITTEE  RECESS 

Senator  Ellender.  Before  we  close,  Mr.  Chairman,  I would  like  to 
call  to  the  attention  of  the  committee,  that  our  former  colleague, 
Senator  Malone,  of  Nevada^  has  been  an  interested  spectator  today, 
and  I am  glad  to  have  him  with  us. 

Mr.  Malone.  Thank  you. 

Chairman  Hayden.  We  are  glad  to  see  you,  Senator. 

The  committee  will  stand  in  recess  now  until  10:30  tomorrow 
morning. 

(Thereupon,  at  12 :10  p.m.,  Thursday,  August  20,  1959,  the  commit- 
tee was  recessed,  to  reconvene  at  10 :30  a.m.,  Friday,  August  21, 1959.) 
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FRIDAY,  AUGUST  21,  1950 


U.S.  Senate, 

Committee  on  Appropriations, 

Washington,  D.C. 

The  committee  met,  pursuant  to  recess,  at  10 :30  a.im,  in  room  1224, 
New  Senate  Office  Building,  Hon.  Carl  Hayden  (chairman  of  the 
committee)  presiding. 

Present:  Chairman  Hayden,  Senators  Ellender,  McGee,  Young, 
Dworshak,  and  Allott. 


National  Con  noil  of  Churches  of  Christ  in  the  United  States  of  America 
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It  seems  to  me  that  this  is  paramount  to  what  we  are  trying  to  say 
in  our  statement.  We  are  concerned  about  the  people  who  are  hun- 
gry and  cold  and  in  need;  whose  areas  are  underdeveloped  because 
of  the  fact  that  we  feel  ourselves  as  one  of  that  human  race. 

Now,  we  think  we  know  something  about  this  whole  world  because 
we  have  been  active  in  it.  We  have  some  of  the  know-how  in  ad- 
ministering funds  in  terms  of  not  merely  relief  but  rather  in  terms  of 
aid,  to  help  people  to  rehabilitate  themselves,  and  to  strengthen  their 
oconomic,  political,  social,  moral  conditions  in  the  world. 

Now,  we  feel  that  this  is  an  extremely  important  thing  at  the 
present  time,  probably  more  so  than  ever  before,  because  of  the  fact 
that  the  world  has  made  some  great  technical  advances. 

We  in  this  country  are  an  extremely  wealthy  Nation — not  only 
wealthy  in  the  goods,  but  wealthy  in  terms  of  know-how  and  in  terms 
of  ideals  and  principles. 

These  we  believe  we  ought  to  share. 

SUPPORT  FOB  FOREIGN  AID  FUNDS 

What  we  are  saying  in  our  statement  is  that  we  think  that  the 
mutual  security  program  ought  by  no  means  to  decrease  its  appro- 
priations for  foreign  aid  in  the  area  of  technical  assistance,  in  the 
Development  Loan  Fund,  and  in  those  areas  that  have  to  do  with  the 
building  up  of  the  social  and  economic  structure  of  people  to  give 
them  a right  to  be  independent  and  self-determined  people. 

We  have  a basis  set  forth  in  our  statement  which  I believe  is  basic 
to  our  premise  from  which  we  start : the  interdependence  of  humanity 
under  our  Creator,  our  stewardship  as  a wealthy  Nation  in  a world 
of  poverty,  knowledge  of  what  happens  to  men  and  nations  as  they 
do  or  do  not  have  a real  concern  for  others  in  need,  the  importance 
of  mutual  aid  in  sustaining  human  life  which  we  hold  sacred  and  of 
primary  value,  and  the  fact  that  mutual  aid  programs  go  beyond 
materialities  to  moral  and  spiritual  dimensions  and  human  relations. 

Thank  you,  Mr.  Chairman. 

PREPARED  STATEMENT 

Chairman  Hayden.  Your  statement  will  be  included  in  full  in  the 
record. 

Mr.  Koch.  Thank  you,  sir. 

(The  statement  referred  to  follows:) 

My  name  is  Henry  0.  Koch.  I am  a member  of  the  Department  of  Inter- 
national Affairs  of  the  National  Council  of  the  Churches  of  Christ  In  the  United 
States  of  America.  By  your  courtesy,  I am  pleased  to  be  able  to  testify  here 
on  behalf  of  the  National  Council  of  Churches  on  the  basis  of  Its  official  policies 
and  by  authorisation  of  Its  appropriate  officers. 

The  National  Council  of  Churches  is  composed  of  33  Protestant  and  Eastern 
Orthodox  denominations  with  a total  of  over  38  million  members. 

I do  not  presume  to  speak  for  every  individual  member,  but  I am  presenting 
the  official  position  of  the  National  Council  of  Churches  on  matters  related  to 
appropriations  for  the  mutual  security  program.  These  views  have  been  adopted 
after  careful  study,  discussion,  and  deliberation  by  our  policymaking  bodies  comr 
posed  of  official  representatives  of  the  denominations  constituent  to  the  council. 

OENIBAL  POSITION  OP  TBS  NATIONAL  COUNCIL  OP  CHURCHES  OH  MUTUAL  AID 

The  National  Council  of  Churches,  on  the  basis  of  Christian  concern  and  In 
keeping  with  actions  of  many  of  our  constituent  bodies,  holds  it  to  be  the  moral 
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responsibility  of  the  United  States  to  take  all  appropriate  action  within  Its  capac- 
ity and  resources  to  promote  justice,  freedom,  and  peace  among  the  peoples  of 
the  world.  Including  our  own — and  especially  among  the  newly  imleitendent, 
emerging,  and  developing  nations.  To  this  end,  we  support  and  actively  en- 
courage the  improvement  and  expansion  of  economic  and  technical  assistance 
essential  to  the  Improvement  of  conditions  of  life  in  the  underdeveloped  areas  of 
the  world,  looking  toward  the  creation  of  free,  responsible,  and  stable  societies. 

TUB  CHURCHES’  EXPERIENCE  AND  COMPETENCE  THROUGH  MISSIONS  AND  SERVICE 

Our  churches  have  hRd  a deep  and  increasing  Interest  In  programs  of  over- 
sea aid  for  more  than  160  years.  Through  worldwide  mission  work,  they  pio- 
neered in  technical  and  economic  assistance  in  programs  of  education,  literacy, 
literature,  medicine,  public  health,  agriculture,  Industry,  mass  communications, 
and  leadership  training.  Through  our  department  of  church  world  service,  our 
churches  have  given  aid  to  people  in  need  around  the  world,  distributed  sur- 
plus food,  provided  relief  to  disaster  areas,  and  pioneered  in  village  and  com- 
munity projects.  In  1968,  such  aid  totaled  In  excess  of  $12  million.  Other  units 
of  the  council,  such  as  the  United  Christian  Youth  Movement,  the  United  Stu- 
dent Christian  Council,  and  United  Church  Women,  also  curry  on  projects  and 
aid  around  the  world. 

Out  of  such  long,  fruitful,  and  widespread  experience,  the  churches  have  con- 
cluded that  there  is  an  urgent,  continuing  need  not  only  for  voluntary  programs, 
but  for  public  programs  of  mutual  aid  of  Increasing  magnitude,  expanded  to  the 
extent  of  our  national  capabilities  and  the  absorptive  capacities  of  the  under- 
developed areas. 

SELIOIOUS  AND  MORAL  FOUNDATIONS  FOB  CONSTRUCTIVE  FOREIGN  AID 

The  competence  and  the  responsibility  of  the  churches  to  delineate  the  re- 
ligious— the  moral  and  ethical — truths  which  underlie  public  issues  is  well 
established.  This  function  has  developed  out  of  our  religious  traditions  and 
heritage  beginning  with  the  prophets  of  old.  On  these  grounds,  we  primarily 
base  our  concern  and  support  for  constructive  mutual  aid.  We  are  dealing  ulti- 
mately with  life  and  death — the  nature  of  man  and  his  destiny;  and  these  are 
moral  and  religious  Questions  which  rest  on  theology  and  religious  faith. 

While  having  a basic  concern  for  the  religious  and  moral  Issues,  tbe  churches 
recognize  some  of  tbe  so-ealled  practical  arguments  for  foreign  aid.  Such  argu- 
ments—which  also  involve  moral  values  and  issues— are  those  of  maintaining 
political  freedom  and  security,  military  necessity,  and  In  fact  that  such  aid  Is 
good  business,  not  only  for  others  but  for  ourselves. 

More  basic,  we  believe,  are  certain  religious  and  moral  considerations  which 
would  seem  to  compel  us  as  a Nation  to  accept  greater  responsibility  in  com 
6 tractive  foreign-aid  programs ; ( 1 ) The  Interdependence  of  humanity  under  God, 
our  Creator,  (2)  our  stewardship  as  a wealthy  Nation  in  a world  of  poverty, 
(8)  knowledge  of  what  happens  to  men  and  nations  as  they  do  or  do  not  have  a 
real  concern  for  others  In  need,  (4)  the  Importance  of  mutual  aid  in  sustaining 
human  life  which  we  hold  sacred  and  of  primary  value,  and  (6)  the  fact  that 
mutual  aid  programs  go  beyond  material  realities  to  moral  and  spiritual  dimen- 
sions in  human  relations. 

MORAL  OONGIIINB  AND  NATIONAL  0KLF-1NTER&ST  COMPLEMENT  EACH  OTHER  IN 

CONSTRUCTIVE  AID 

In  constructive  foreign  aid,  the  practical  and  the  moral  are  not  in  conflict,  but 
in  agreement;  realism  and  Christian  idealism  meet  in  accord;  self-interest  and 
altrniBm  are  Joined.  From  tbe  perspective  of  religious  ethics  and  morality,  we 
believe  that  our  national  self-interest  at  thiB  moment  in  history  is  beet  fulfilled 
in  recognizing  that  our  destiny  is  inescapably  bound  up  with  the  destiny  of  the 
world, 

GUIDING  PRINCIPLES  RELATED  TO  APPROPRIATIONS  FOR  MUTUAL  SBCUKITT  PROGRAM, 

IfiSO 

Based  on  bur  experience  in  oversea  service  and  our  moral  concerns  In  Inter- 
national  affairs,  the  churches  have  evolved  through  the  years  principles  and 
policies  which  we  believe  are  essential  for  making  our  Government’s  mutual  aid 
programs  as  effective  as  possible : 
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(1)  Ab  to  magnitude,  it  is  urgent  not  to  cut  public  or  private  economic  and 
technical  aid  and  assistance  programs,  but  rather  to  strengthen  and  expand  them 
toward  the  full  extent  of  our  national  capabilities  and  the  absorptive  capacities 
and  needs  of  cooperating  peoples  and  nations. 

(2)  Larger  sums  of  capital  should  be  made  available  for  economic  development. 

(3)  A long-term  basis  is  necessary  in  financing,  programing,  and  administering 
mutual  aid. 

(4)  Greater  emphasis  should  be  placed  on  the  use  of  International  agencies 
such  ns  regional  organisations  and  the  United  Nations. 

Although  all  parts  of  our  foreign  policy  are  interrelated,  programs  of  technical 
and  economic  aid  should  be  planned  and  administered  In  relation  primarily  not 
to  political  and  military  considerations  but  to  economic  ond  social  needs  and 
opportunities.  Therefore,  the  churches  support  efforts  to  separate  military  aid 
and  defense  support  programs  from  economic  development  and  technical  coop- 
eration programs. 

SPECIFIC  CONCERN  TOR  APPROPRIATIONS  FOR  THE  DEVELOPMENT  LOAN  FOND  AND 

TECHNICAL  COOPERATION 

Of  particular  concern  at  tills  time  is  the  appropriation  for  the  Development 
Loan  Fund  and  technical  cooperation.  In  terms  of  the  above  guiding  principles, 
these  two  programs  form  the  heart  of  the  type  of  mutual  aid  program  for  which 
the  churches  plead.  It  is  to  be  hoped  that  this  committee  will  recommend  and 
the  Senate  approve  the  appropriation  of  the  full  amount  authorized  for  these  two 
programs  for  fiscal  year  1960. 

OUR  NATION  MUST  DEVELOP  ITS  ROLE  OF  RESPONSIBLE  LEADERSHIP  IN  THE  WORLD 

Churchmen  realize  that  a primary  Issue  of  our  time  is  whether  the  United 
States  will  recognize  and  assume  its  full  role  as  the  responsible  leader  among 
partners  of  the  free  world.  The  National  Council  of  Churches  and  our  con- 
stituent communions  are  giving  strong  support  to  expanded  programs  of  mutual 
aid,  especially  in  economic  development  and  technical  cooperation.  The  Mutual 
Security  Act  of  1959,  as  recently  approved  by  Congress  and  signed  by  the  Presi- 
dent, would  seem  to  provide  some  helpful  guidelines  and  suggest  steps  toward  a 
more  responsible,  more  adequate  mutual  assistance  program  on  the  part  of  our 
Government 

THE  PEOPLE  ABE  BEADY  TO  MOVE 

The  people  of  this  country  are  ready,  we  believe,  to  respond  more  fully  to 
courageous  leadership  by  the  administration  and  by  the  Congress  for  a more 
responsible  role  by  our  Nation  in  world  leadership  in  moral,  economic,  and  social 
terms.  Many  reliable  polls  of  public  opinion  show  this  to  be  true,  contrary  to 
any  highly  organized  letterwriting  and  pressure  campaigns. 

We  hold  above  all  that  accelerated  military  responses  to  the  challenges  of  this 
new  era  of  human  history  are  not  enough ; that  there  must  be  expanding,  improved 
programs  for  promoting  economic,  political,  and  social  well-being  among  the 
peoples  of  the  world. 

American  Federation  of  Labor  and  Congress  of  Industrial  Organizations 

STATEMENT  OF  HYMAN  H.  BOOKBINDER,  LEGISLATIVE 

REPRESENTATIVE 

General  Statement 

Chairman  Hayden.  Mr. -Hyman  H.  Bookbinder. 

Mr.  Bookbinder.  Mr.  Chairman,  I will  do  the  same  thing,  just 
briefly  highlight  my  statement  and  ask  that  the  full  text  bo 
incorporated. 

My  name  is  Hyman  H.  Bookbinder,  legislative  representative  for 
the  AFL-CIO  and  I am  accompanied  by  Mr.  Bert  Seidman,  econ- 
omist for  the  AFL-CIO,  who  has  studied  and  spent  many  years  study- 
ing this  question  in  great  detail. 
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We  have  on  numerous  occasions  both  before  your  committee  and 
the  Committee  on  Foreign  Relations,  stated  our  basic  position. 

I don’t  think  there  is  any  great  need  to  elaborate  in  detail.  We 
have  from  the  very  beginning  of  the  Marshall  plan  given  this  pro- 
gram consistent  support.  It  is  a support  which  has  not  always  come 
easily,  frankly,  because  our  member's,  like  many  other  Americans, 
find  it,  sometimes  difficult  to  understand  our  great  enthusiastic  support 
for  a program  of  mutual  security  for  nations  abroad,  when  this  Gov- 
ernment and  this  Congress  is  frequently  failing  to  do  appropriate 
things  for  the  people  at  home. 

But  we  have  undertaken  the  responsibility,  Mr.  Chairman,  of  keep- 
ing our  people  as  informed  as  possible  about  our  obligations  abroad, 
obligations  in  the  international  scene  which  cannot  be  forgotten  or 
ignored  because  of  our  failures  on  the  domestic  scene. 

Each  of  these  programs,  domestic  and  foreign,  rests  on  its  own 
merits,  it*  own  needs,  and  we  are  going  to  continue  fighting  for  both 
programs. 

Now,  I want  to  make  one  other  observation,  Mr.  Chairman. 

CORRUPTION  IN  FOREIGN  AID  PROGRAM 

We  have  just  gone  through  another  legislative  battle  on  an  issue 
which  with  some  respects  is  analogous  to  this  one.  We  hear  a lot 
about  errors,  mistakes  of  all  kinds,  and  perhaps  even  corrupt  things 
that  aro  happening  in  the  foreign  aid  program,  and  because  of  that 
some  would  urge  that  therefore  the  program  be  scrapped  or  be  done 
away  with  in  large  part. 

In  the  same  way  we  have  heard  in  recent  years  about  knaves  who 
have  come  into  the  labor  movement  and  because  there  are  some  crooks, 
because  there  are  some  people  who  make  mistakes,  that  therefore  the 
labor  movement  should  be  punished. 

In  both  cases  we  are  saying,  to  coin  the  phrase,  “throw  the  baby  out 
with  the  bath,”  Do  something  about  the  maladministration  in  mutual 
security,  look  for  ways  to  improve  it  as  we  are  looking  for  ways  to 
improve  the  labor  movement  and  its  functioning. 

But  let  us,  therefore,  not  forget  the  basic  purpose  of  tlie  mutual  secu- 
rity program  as  we  hope  the  country  will  not  forget  the  basic  purpose 
of  the  labor  movement 

In  trying  to  correct  the  abuses  in  each  of  these,  let  us  remember 
that  the  basic  purpose  must  be  protected. 

Now,  I would  like  to  comment  very  briefly  on  two  specific  things 
in  the  program.  We  have  directly  told  you  that  we  believe  the  eco- 
nomic aspect  and  technical  assistance  aspect  of  the  programs  are  of 
great  importance. 

We  continue  to  believe  that. 

DRAPER  COMMITTEE  REPORT 

While  we  do  not  have  any  specific  competence  in  the  military  area, 
we  respect  the  findings  of  a group  like  the  Draper  Committee,  which 
only  yesterday  issued  its  very  impressive  report,  and  we  are  disturbed 
about  the  implications  of  that. 

We  remind  you,  though,  that  the  Draper  Committee  has  also  urged 
an  increase  in  the  economic  activity  program  and  we  hope  you  can 
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restore  the  funds  cut  by  the  House  so  that  the  full  authorization  at 
least  be  gi  ven  recogn ition  in  appropriations. 

Now,  we  have  endorsed  World  Refugee  Year  and  we  are  delighted 
that  the  Senate  accepted  the  Humphrey  amendment  which  wrote  into 
the  mutual  security  program  this  minimal  recognition,  by  a $10  million 
authorization. 

The  House,  we  are  glad  to  say,  rejected  its  own  Appropriations 
Committee  recommendation  that  it  not  De  allowed. 

It  is  now  in  the  appropriation  ill  as  passed  by  the  House  and  we 
hope  that  this  last  hurdle  on  me  Senate  appropriations  side  is 
properly  managed  so  that  we  will  have  in  this  final  act,  as  signed  by 
the  President,  n specific  authorization  and  appropriation  or  funds 
to  meet  our  obligations  in  this  area. 

I think  I will  let  the  statement  stand  on  the  other  aspects  of  the 
program. 

Thank  you  very  much. 

PREPARED  STATEMENT 

Chairman  Hayden.  We  thank  you  for  your  appearance.  Your 
statement  in  full  will  be  printed  in  the  record  at  tnis  point. 

(The  statement  referred  to  follows :) 

I appreciate  the  opportunity  to  appear  before  your  committee  to  atate  the 
vlewa  of  the  American  Federation  of  Labor  and  Congress  of  Industrial  Or- 
ganizations on  the  appropriations  for  the  mutual  security  program  for  fiscal 
year  10(10. 

Ever  since  the  Marshall  plan  was  first  enacted,  the  American  labor  movement 
hns  consistently  supported  the  mutual  security  program.  Although  Its  specific 
objectives  and  Its  emphasis  have  changed  over  the  years,  the  basic  purpose  of 
the  mutual  security  program  has  remained  the  same:  the  strengthening  of 
friendly  and  uncommitted  nations  of  the  world  so  that  they  might  more  effee- 
tively  resist  Communist  expansion.  The  less  than  1 percent  of  oar  national 
product  which  we  have  been  devoting  to  this  program  In  recent  years  constitutes 
the  best  investment  we  could  possibly  make  in  the  preservation  of  peace  and 
the  democratic  way  of  life. 

Failure  of  the  administration  and  of  the  Congress  to  appropriate  adequate 
funds  for  needed  domestic  programs  has  made  it  difficult  for  us  to  maintain 
among  all  of  our  members  the  enthusiastic  support  for  the  mutual  security 
program  which  It  deserves,  but  we  cannot  permit  disappointment  In  the  domestic 
area  to  blind  us  to  the  urgencies  of  tbo  International  situation.  We  economize 
In  mutual  security  at  the  risk  of  global  war  and/or  Communist  expansionism. 

We  respectfully  urge  that  your  committee  recommend  appropriation  of  the 
full  $3,556  million  authorized  by  the  Congress.  It  is  the  roekbottom  minimum 
needed  to  permit  even  a reasonably  effective  mutual  security  program  daring 
the  remainder  of  this  fiscal  year, 

Wo  nre  grently  concerned  over  the  reduction  made  by  the  House  of  Repre- 
sentatives below  the  authorized  amounts  and  we  earnestly  request  that  your 
committee  recommend  full  restoration  of  these  amounts.  We  would  particularly 
request  appropriation  of  the  full  amounts  authorized  for  the  development  loan 
and  the  technical  cooperation  program. 

DEVELOPMENT  LOAN  FUND 

The  authorization  bill  as  reported  out  by  the  Senate  Foreign  Relations  Com- 
mittee provided  $1  billion  a year  for  5 years  for  the  DLF.  If  this  amount 
had  actually  been  made  available,  it  would  have  met  at  least  partially  two 
important  requirements  the  DLF  cannot  fulfill  on  the  present  basis.  First,  it 
would  have  placed  the  Fund  on  a more  nearly  adequate  financial  basis,  although 
you  will  recall  that  Senator  Fulbright,  chairman  of  the  Senate  Foreign  Relations 
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Committee,  had  recommended  $1.5  billion  a year.  Thus  even  the  $1  billion  a 
year  recommended  by  the  committee  was  a minimal  amount.  Second,  the  5- 
year  authorization,  rather  than  the  year-to-year  financing  which  has  so  badly 
hamstrung  the  DLF,  would  have  mode  possible  long-term  planning  in  the  entire 
program. 

Unfortunately,  in  the  bill  nB  finally  passed,  tbe  5-yenr  proposal  was  reduced 
to  a 2-year  authorization;  instead  of  a $5  billion  program,  it  was  reduced  to 
a $1,800  million  program,  with  ft  limit  of  $700  million  for  the  present  fiscal  year. 
This  is  far  less  than  the  amount  needed  for  projects  essential  to  the  economic 
development  of  less  develoi>ed  countries  for  which  applications  have  long  been 
pending.  Any  further  reductions  from  this  pitifully  inadequate  amount  can 
only  do  serious  injury  to  this  program  which  could  bring  substantial  benefits  to 
mlilions  of  the  most  underprivileged  people  in  the  world. 

Moreover,  we  can  be  sure  that  to  the  extent  that  we  fail  to  do  what  can  reason- 
ably be  expected  of  us  In  helping  economic  growth  and  Improvement  of  living  con- 
ditions In  less  developed  nations,  these  countries  will  increasingly  look  to  the 
Soviet  Union,  as  they  have  already,  for  BUch  assistance.  Economic  ties  between 
newly  independent  nations  and  the  U.8.S.R.  might  eventually  be  transformed 
into  political  bonds  ns  well,  to  the  great  detriment  of  our  own  national  Interest 
The  $700  million  the  Congress  has  authorized  for  the  DLF  for  1060  Is  not 
nearly  enough.  This  amount  roust  not  be  further  reduced.  We  therefore  ask 
that  the  fall  $700  million  authorized  for  the  DLF  be  appropriated. 

TECHNICAL  COOPERATION 

We  are  dismayed  that  the  $170  million  authorized  for  the  relatively  Inex- 
pensive but  extremely  beneficial  technical  cooperation  program  has  been  reduced 
to  only  $150  million  by  the  House  of  Representatives.  It  Is  noteworthy  that  the 
$170  million  recommended  by  the  President  for  technical  cooperation  was  not 
altered  at  any  step  in  the  authorization  procedure  in  either  House.  This 
properly  reflected  the  Importance  of  this  program  which  in  the  finest  sense  em- 
bodies the  principle  of  people-to-people  cooperation.  We  therefore  urge  this 
committee  to  recommend  that  the  $179  million  authorized  for  technical  coopera- 
tion be  made  available  for  this  most  worthwhile  and  successful  program. 

SPECIAL  ASSISTANCE 

The  administration  requested  $271.8  million  for  special  assistance  and  the 
amount  authorized  by  the  Congress  was  $247.5  million.  This  was  a substantial 
cut  in  this  very  important  phase  of  the  mutual  security  program.  Since  not  all 
countries  are  economically  capable  of  repaying  loans,  the  grant  aid  provided 
under  special  assistance  continues  to  be  essential  for  meeting  crucial  economic 
requirements  in  countries  which  do  not  receive  defense  support  funds  and  are 
unable  to  handle  DLF  loans.  Special  assistance  funds  are  also  used  In  small 
amounts  for  sneb  key  programs  as  the  European  Productivity  Agency,  the  scien- 
tific and  manpower  program,  and  the  NATO  science  program. 

Thu  House  of  Representatives  has  slashed  the  appropriation  for  special  assist- 
ance to  only  $200  million,  27  percent  below  the  administration's  estimate  of 
requirements  and  20  percent  below  the  amount  authorized  by  the  Congress. 
Such  a deep  cut  in  the  funds  for  special  assistance  will  badly  cripple  this  essen- 
tial part  of  the  mutual  security  program.  We  ask  that  the  full  $247.5  million 
authorised  for  special  assistance  be  appropriated, 

WORLD  REFUGEE  TEAR 

The  Senate  deserves  special  commendation  for  adoption  of  the  Humphrey 
amendment  to  the  Mutual  Security  Act  which  authorized  the  expenditure  of 
$10  million  for  special  activities  in  connection  with  World  Refugee  Year.  This 
action  was  endorsed  by  the  House  when  It  rejected  the  recommendation  of  lta 
Appropriation  Committee  to  deny  these  funds. 

We  nrge  the  Senate  to  retain  this  authorization  for  World  Refugee  Year,  It 
is,  unfortunately,  tbe  only  action  taken  so  far  by  tbe  United  States  In  imple- 
mentation of  this  great  United  Nations  project,  a project  sponsored  and  ap- 
proved by  the  United  States. 
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Friends  Committee  on  National  Legislation 

STATEMENT  OF  EDWARD  F.  SNYDER,  REPRESENTATIVE 


General  Statement 

Chairman  Hayden.  Mr.  Edward  F.  Snyder,  legislative  secretary 
of  the  Friends  Committee  on  National  Legislation. 

Mr.  Snytjek.  Mr.  Chairman,  with  your  permission,  I would  like  to 
highlight  this  statement  and  not  read  it  in  its  entirety. 

Chairman  Hayden.  You  may  do  that. 

Mr.  Snyder.  My  name  is  Edward  Snyder.  I am  legislative  secre- 
tary of  the  Friends  Committee  on  National  Legislation. 

X am  appearing  here  today  to  urge  this  committee  to  appropriate 
the  full  amount  authorized  for  the  Development  Loan  Fund,  the  tech- 
nical assistance  programs  of  the  United  States,  the  United  Nations, 
and  the  Organization  of  American  States,  the  IT.N.  Children’s  Fund, 
the  various  refugee  programs,  malaria  eradication,  community  water 
supply  development,  international  medical  research,  ocean  freight  on 
shipments  of  U.S.  voluntary  nonprofit  relief  agencies,  and  related  non- 
military programs. 

Our  committee  continues  to  question  the  advisability  of  the  military 
assistance  program  especially  in  those  instances  where  the  grip  of  dic- 
tators is  fastened  more  firmly  on  the  people  of  their  country  with  U.S. 
aid. 

IVe  feel  that  the  motives  behind  the  mutual  security  program,  al- 
though they  are  intangible  and  diverse,  may,  in  the  long  run,  lie  the 
determining  factor  in  deciding  whether  the  program  is  going  to  be 
successful. 

Are  we  going  to  be  using  this  program  ns  a tool  in  the  cold  war, 
or  are  we  going  to  be  making  common  cause  with  the  people  around 
the  world  who  are  seeking  a better  life? 

We  feel  that  the  nonmilitary  programs  should  be  considerably 
larger  in  view  of  our  national  wealth  and  our  corresponding  national 
responsibilities  We  would  especially  hope  that  this  committee  will 
appropriate  the  full  amount  authorized  for  the  Development  Loan 
Fund  and  especially  also  for  the  technical  assistance  program. 

We  would  like  to  put  in  a special  word  for  the  United  Nations  tech- 
nical assistance  program  which  is  a relatively  small  program,  but 
which  is  extremely  important. 

We  feel  that  dollars  spent  through  this  U.N.  program  are  especially 
important  because  they  are  matched  with  the  contributions  of  other 
countries  and  technicians  from  other  countries  are  available,  thus  in- 
creasing the  effectiveness  of  U.S.  assistance. 

It  ought  to  be  pointed  out  that  the  United  States  stands  only  17th 
among  the  contributors  to  the  U.N.  technical  assistance  program  when 
it  is  looked  at  in  view  of  national  income  rather  than  in  the  pure  dol- 
lar amounts. 

We  would  like  to  suggest  two  amendments  to  the  mutual  security 
bill: 

STUDIES  ON  ARMS  CONTROL  AND  DISARMAMENT 

One  would  be  an  amendment — I believe  Senator  Humphrey  testified 
on  this  matter  2 days  ago,  or  3 days  ago — to  earmark  $500,000  in  this 
bill  for  studies  on  arms  control  and  disarmament.  This  matter  has 
been  before  this  committee  through  the  State  Department  appropria- 
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tions,  Defense  Department  appropriations,  supplemental  appropria- 
tions bill. 

The  reason  we  would  suggest  it  here  is  that  on  the  floor  Senator 
Chavez  suggested  this  might  be  an  appropriate  place  for  it. 

It  is  rather  difficult  for  those  of  us  who  are  outside  the  Government 
to  understand  the  reluctance  which  the  Congress  apparently  feels 
about  appropriating  this  modest  sum  for  studies  whicn  may  possibly 
help  to  ease  world  tensions  and  assist  our  negotiators  at  Geneva. 

So  we  would  very  much  hope  that  some  way  would  be  found  to  set 
aside  $500,000  somewhere  in  this  bill  for  these  studies. 

TRANSFERRING  NUCLEAR  WEAPONS  TO  OUR  ALLIES 

We  would  also,  secondly,  like  to  urge  your  consideration  of  an 
amendment  to  prohibit  the  use  of  funds  from  this  bill,  from  the  mili- 
tary assistance  part  of  this  bill,  from  being  used  to  implement  the 
agreements  which  begin  the  process  of  transferring  nuclear  weapons 
to  our  allies.  Agreements  have  been  approved  under  authorizing  leg- 
islation enacted  last  year,  but  the  funds  have  apparently  not  yet  been 
used. 

It  is  a little  unclear  as  to  where  the  money  is  going  to  come  from 
to  implement  these  agreements. 

Congressman  Passman  said  on  the  House  floor  that  it  was  not  going 
to  come  from  the  mutual  security  program. 

We  are  suggesting  it  because  it  would  seem  likely,  of  all  of  the  pro- 
grams which  Congress  has,  that  this  might  be  the  place  where  these 
funds  would  be  found. 

We  feel  that,  this  is  an  extremely  dangerous  step  we  are  taking  with 
almost  no  public  discussion  of  what  is  involved. 

These  nuclear  weapons  are  not  like  conventional  weapons.  These 
hearings  which  Congressman  Chet  Holifield  had  earlier  this  summer 
indicated  the  tremendous  power  of  these  weapons.  He  pointed  out 
that  some  70  cities  and  several  hundred  military  installations  would 
be  h:.v  in  this  country  and  he  said  that  they  would  be  using  bombs  of 
from  1 to  10  megatons  in  size.  All  the  bombs  dropped  by  all  the 
forces  during  all  of  World  War  II  equaled  only  2.6  megatons. 

Chairman  Hayden.  I regret  to  say  your  time  is  up. 

Mr.  Snyder.  I thank  you  very  much.  I hope  you  will  consider  this, 
Mr.  Chairman. 


JOINT  COMMITTEE  ON  ATOMIC  ENERGY  HEARINGS 

Would  it  be  possible  to  file  as  part  of  our  statement  the  statement 
submitted  by  Clarence  Pickett^  when  he  testified  on  this  subject  before 
the  Joint  Committee  on  Atomic  Energy  in  order  to  fill  out  the  record 
and  to  indicate  our  views  a little  bit  more  clearly  ? 

Chairman  Hayden.  Was  that  record  printed  ? 

Mr.  Snyder.  Yes,  it  was. 

Chairman  Hayden.  There  is  a rule  that  where  it  was  once  printed 
at  Government  expense,  it  cannot  be  reprinted. 

Mr.  Snyder.  I see. 

May  I then  call  the  committee’s  attention  to  the  fact  that  those  were 
hearings  held  before  the  Joint  Committee  on  Atomic  Energy  on 
July  2. 

Chairman  Hayden.  Thank  you. 
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You  might  indicate  where  they  are,  please. 

(The  statement  referred  to  follows : ) 

Mr.  Chairman  and  members  of  the  committee,  my  name  is  Edward  P.  Snyder. 
I am  legislative  secretary  of  the  Friends  Committee  on  National  Legislation, 
for  whom  I am  appearing  today.  The  Friends  Committee  on  National  Legisla- 
tion Is  concerned  with  many  aspects  of  foreign  and  domestic  policy,  hut  does 
not  claim  to  speak  for  all  Friends,  because  each  Friend  cherishes  the  right  to 
his  own  religious  and  political  opinions. 

I appear  here  today  to  urge  this  committee  to  appropriate  the  full  amount 
authorized  for  the  Development  Loan  Fund,  the  technical  assistance  programs 
of  the  United  States,  United  Nations,  and  Organization  of  American  States,  the 
U.N.  Children’s  Fund,  refugee  programs,  malaria  eradication,  community  water 
supply  development,  International  medical  research,  ocean  freight  on  shipments 
of  U.S.  voluntary  nonprofit  relief  agencies  Hnd  related  nonmilltary  programs. 

We  continue  to  question  the  advisability  of  the  military  assistance  program 
especially  where  the  grip  of  dictators  is  fastened  more  firmly  on  the  people  of 
their  country  with  U.S.  aid.  Studies  by  the  Special  Senate  Committee  To  Study 
the  Foreign  Aid  Program  have  suggested  such  military  aid  can  endanger  civilian 
control,  particularly  In  new  and  fragile  democracies,  and  can  divert  energy  and 
funds  from  desperately  needed  economic  development  programs.  We  need  a 
superhuman  effort  toward  world  disarmament  under  law  and  a release  of  the 
mighty  energies  now  going  into  armaments  Into  the  constructive  chnnnels  of 
helping  others  help  themselves  overcome  hunger  and  disease,  Illiteracy  and 
poverty. 

MOTIVE  BEHIND  PROGRAM  18  IMPORTANT 

The  attitudes  and  motives  behind  the  nonmilltary  portions  of  the  mutual 
security  bill  are  intangible  and  diverse.  In  the  long  run,  however,  the  success 
or  failure  of  much  that  we  seek  to  achieve  through  these  constructive  programs 
may  depend  on  whether  we  regard  them  primarily  as  toola  In  the  cold  war  or 
as  a part  of  a program  of  enlightened  self-interest  infused  with  humanitarian 
concern  for  all  men  everywhere. 

It  Is  sometimes  difficult  for  those  with  wealth  to  share  with  others  less  for- 
tunate In  a true  spirit  of  friendship  and  good  will.  Will  we  be  inhabitants  of 
"the  mansion  on  the  hill,**  In  the  words  of  Justice  William  O.  Douglas,  whrt  may 
dispense  largesse  In  a spirit  of  ostentatious  charity  or  use  their  wealth  to  main- 
tain a position  of  power  and  prestige?  Or  can  we  share  what  we  have  in  a 
spirit  of  humility  and  cooperation,  making  common  cnuse  with  the  world’s  people 
aB  they  seek  to  achieve  a better  life? 

NONHIUTABY  PROGRAMS  SHOULD  BE  LARGER 

Much  Is  required  of  those  to  whom  ranch  is  given.  Per  capita  Income  in  this 
country  is  well  over  $2,000  a year.  It  Is  less  than  $100  a year  in  many  newly 
developing  countries.  Yet  we  as  a nation  are  putting  considerably  less  than  1 
percent  of  our  national  income  a year  into  international  economic  development 
programs  while  some  10  percent  goes  into  military  programs.  The  hungry,  the 
sick,  and  destitute  in  these  underdeveloped  countries  must  find  it  hard  to  believe 
that  the  world's  wealthiest  nation  may  suffer  poverty  and  possible  bankruptcy, 
as  some  have  suggested,  if  the  United  States  should  expand  these  economic 
development  programs  or  even  keep  them  at  their  present  level. 

FULL  APPROPRIATION  FOB  DEVELOPMENT  LOAN  FUND  AND  U.S.  TECHNICAL  ASSISTANCE 

In  this  spirit  we  especially  urge  your  support  of  the  full  appropriation  of  $700 
million  for  the  Development  Loan  Fund,  the  heart  of  the  economic  assistance 
program,  for  fiscal  year  1900.  We  hope  this  committee  and  the  Senate  will 
restore  the  $lfi0  million  reduction  made  by  the  House  and  include  $900  million  for 
fiscal  year  1961  as  requested  by  the  President  to  facilitate  longer  range  planning 
for  this  program. 

We  also  strongly  urge  this  committee  to  restore  the  $29.8  million  cut  In  the 
U.S.  technical  assistance  funds  and  to  eliminate  the  prohibitions  Inserted  by  the 
House  against  the  use  of  mutual  security  funds  for  certain  educational,  health, 
and  exchange  programs. 
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FULL  SUPPORT  FOB  U.N.  TECHNICAL  ASSISTANCE  F BOG  BAM 

Wo  would  also  like  to  urge  your  special  consideration  of  the  United  Nations 
technical  assistance  program.  This  small  but  significant  program  deserves  all 
the  support  the  United  States  can  give  It.  Dollar  for  dollar,  more  Is  accom- 
plished through  U.N.  programs  since  U.S.  contributions  are  matched  by  those,  of 
other  countries  and  technicians  from  many  countries  are  available- 

The  United  States  played  a large  role  in  supporting  the  U.N.  expanded  tech- 
nical assistance  program  during  its  formative  years,  and  still  contributes  40 
percent  of  the  total  program.  Unfortunately,  this  year  for  the  first  time  it  Is 
estimated  the  program  will  decrease  In  size  due  to  the  drop  from  45  percent  In 
1958  to  40  percent  in  1959  In  the  U.S.  percentage  contribution. 

In  relation  to  nutlonal  income,  the  United  States  stands  only  17th  among  con- 
tributing nations  in  supporting  the  U.N.  expanded  technical  assistance  program 
in  1959.  The  five  leading  countries  are  Denmark,  Netherlands,  Norway.  Sweden, 
and  Canada.  Among  the  nations  which  are  also  ahead  of  the  United  States  in 
relation  to  national  Income  are  Venezuela,  United  Kingdom,  Argentina,  France, 
Pakistan,  and  the  United  Arab  Republic. 

TWO  AMENDMENTS  8U0QESTED 

We  also  wish  to  suggest  two  amendments  to  the  mutual  security  bill : 

1.  We  urge  an  amendment  to  earmark  $500,000  of  the  funds  appropriated  in 
this  bill  for  the  purposes  of  disarmament  studies.  This  subject  hns  a rather 
Involved  history.  Last  year  the  Senate  Subcommittee  on  Disarmament  recom- 
mended Increased  studies  in  the  executive  branch  on  arms  control  and  disarma- 
ment. This  year  the  Department  of  State  requested  some  $500,000  for  this 
purpose.  Congress  did  not  approve  the  request  in  the  State  Department  budget 
apparently  on  the  ground  these  would  duplicate  technical  studies  already  under- 
way In  the  Department  of  Defense,  although  Defense  officials  said  there  was  no 
duplication.  Senator  Humphrey  then  sought  an  amendment  to  the  Department 
of  Defense  appropriation  for  this  purpose  on  July  14.  He  was  advised  on  the 
floor  by  members  of  the  Appropriations  Committee,  namely  Senators  Saltonstall 
and  Chavez,  that  the  supplemental  appropriation  bill  might  be  a better  place  for 
aueb  an  item  than  the  Defense  appropriation  bill.  Senator  Humphrey  testified 
in  support  of  this  proposal  during  hearings  on  the  supplemental  appropriation 
bill,  but  this  committee  did  not  see  fit  to  Include  this  Item  in  that  bill. 

On  the  floor  on  July  14  Senator  Chavez  also  suggested  that  the  mutual  security 
appropriation  might  be  a proper  place  for  this  Item.  We  are  therefore  urging 
this  committee  now  to  earmark  $500,000  of  the  mutual  security  fundB  for  studies 
on  arms  control  and  disarmament  as  requested  by  the  State  Department. 

It  is  difficult  for  those  of  us  outside  of  Government  to  understand  the  reluc- 
tance the  Congress  feels  In  appropriating  this  relatively  small  sum  which  the 
State  Department  has  requested  for  these  studies.  Congress  has  appropri- 
ated $89.2  billion  for  the  Department  of  Defense;  there  is  an  authorization  of 
$1.4  billion  for  foreign  military  assistance.  It  Is  said  we  are  “buying  time’* 
with  our  military  Bpending  in  order  to  work  out  solutions  for  a peaceful  world. 
Yet  there  seems  to  be  little  disposition  to  approve  this  modest  sum  for  studies 
which  may  help  to  move  us  nearer  the  goal  of  world  peace. 

Senator  Humphrey  has  pointed  out  that  the  detailed  findings  f om  such  studies 
would  be  valuable  to  American  negotiators  on  disarmament. 

We  urge  the  committee  to  approve  this  sum  for  this  reason  and  to  Indicate 
to  the  American  people  and  the  world  that  the  Congress  Is  willing  to  support 
every  reasonable  effort  to  achieve  world  peace. 

2.  We  urge  an  amendment  to  prohibit  funds  from  this  bill  from  being  used 
to  supply  other  countries  with  parts  of  nuclear  weapons  systems  or  training 
1l  the  use  of  nuclear  weapons. 

An  amendment  to  this  effect  was  offered  by  Charles  E.  Bennett,  of  Florida, 
when  this  bill  was  before  the  House  on  July  28,  that  amendment  was  defeated 
137  to  61.  When  one  compares  the  61  votes  when  less  than  half  the  Hnuse 
voted  with  the  12  votes  against  the  enabling  legislation  last  year,  it  is  evident 
there  Is  a growing  concern  in  Congress  over  the  policy  of  giving  nuclear  weap- 
ons know-how  even  to  our  closest  military  allies. 

It  should  be  made  clear  that  so  far  Congress  has  only  authorized  the  transfer 
of  equipment  to  attach  the  unclear  weapons  to  the  plane  or  missile  and  Infor- 
mation on  use  of  the  weapons.  To  date  agreements  to  transfer  such  nuclear 
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weapons  information  and  material  have  been  approved  with  West  Germany, 
Turkey,  Greece,  Netherlands,  Canada,  and  Great  Britain.  Cougress  has  not 
authorized  transfer  of  the  nuclear  warhead.  But  a recent  statement  by  Sec- 
retary of  Defense  McElroy  In  Ottawa  on  August  11  and  the  form  of  the  original 
legislation  requested  by  the  administration  last  year  Indicate  an  ultimate  desire 
to  transfer  control  of  the  warheads  as  well  to  other  countries.  There  has  been 
some  question  as  to  where  the  funds  to  Implement  these  agreements  will  come 
from.  We  urge  this  amendment  to  the  mutual  security  bill  since  the  foreign 
military  assistance  program  would  appear  to  be  the  most  likely  place  from 
which  to  obtain  implementing  funds. 

We  believe  there  are  at  least  five  reasons  why  no  funds  should  be  made  avail- 
able to  train  other  nations  to  use  nuclear  weapons  or  to  transfer  nuclear  weapons 
systems  to  them : 

1.  Due  to  the  method  by  which  these  agreements  were  approved,  there  was 
no  opportunity  for  the  Senate  to  vote  on  them.  They  lay  before  Congress  for 
60  days  and  then  automatically  became  effective  since  both  Houses  of  Congress 
did  not  disapprove  them  by  majority  vote.  This  was  the  procedure  outlined  In 
the  authorizing  legislation.  If  this  committee  would  approve  an  amendment 
prohibiting  the  use  of  military  assistance  funds  for  this  purpose,  the  Senate 
would  for  the  first  time  have  an  adequate  opportunity  to  debate  this  extremely 
important  subject  with  regard  to  these  nations. 

2.  These  transfers  are  inconsistent  with  efforts  at  Geneva  to  end  nuclear 
weapons  teats  and  restrict  the  number  of  nuclear  powers  In  the  world. 

3.  They  commit  the  United  States  more  firmly  against  “denuclearization”  or 
“disengagement”  in  Central  Europe  and  the  Middle  East 

4.  They  will  tend  to  create  more  nuclear  powers  and  thus  Increase  the  danger 
of  accidental  or  unintentional  nuclear  war.  It  Is  a great  mistake  to  equate 
nuclear  and  conventional  weapons.  The  hearings  held  before  Congressmen  Chet 
Hollfield’s  Subcommittee  on  Radiation  this  summer  on  the  effects  of  a nuclear 
war  hypothesized  a “limited"  attack  on  the  United  States. 

It  was  nssumed  that  bombs  of  1 to  10  megatons  in  size  would  be  dropped  on 
70  U.S.  cities  and  164  military  installations.  In  attempting  to  comprehend  the 
devastation  which  would  result,  it  is  well  to  remember  that  the  explosive  force 
of  all  the  bombs  dropped  by  all  belligerents  during  all  of  World  War  II  equaled 
only  2.6  megatons.  One  megaton  equals  the  explosive  force  of  1 million  tons 
of  TNT. 

6.  By  providing  nuclear  weapons  information  and  material  to  Its  allies,  the 
United  States  will  bring  great  pressure  on  the  Soviet  Union  to  do  likewise. 

We  believe  that  if  the  military  assistance  program  is  used  to  begin  the 
process  of  spreading  nuclear  weapons  more  and  more  widely  around  the  world, 
thus  greatly  Increasing  the  danger  of  nuclear  war  by  accident,  mistake,  or  irra- 
tional act,  we  will  have  greatly  increased  our  mutual  insecurity  rather  than  our 
mutual  security. 

In  view  of  the  lack  of  time  to  discuss  this  matter  sufficiently  In  oral  testi- 
mony, we  would  appreciate  the  inclusion  in  the  record  of  these  hearings  of  a 
statement  made  by  Clarence  E.  Pickett  for  our  committee  when  he  appeared 
before  the  Joint  Committee  on  Atomic  Energy  on  July  2 on  this  matter. 

In  summary,  we  appeal  to  this  committee  to  approve  the  full  amount  author- 
ized for  nonmilitary  items  in  the  mutual  security  program,  to  earmark  |600,000 
for  disarmament  studies  and  not  permit  funds  to  be  used  to  spread  nuclear 
weapons  know-how  to  other  countries — recognizing  that  our  Nation's  God-given 
abundance  and  position  of  world  leadership  have  given  us  an  unparalleled  oppor- 
tunity to  share  with  our  fellow  men  around  the  world  In  their  efforts  to  over- 
come perennial  poverty,  hunger,  disease,  and  Ignorance  and  to  help  build  the 
conditions  of  ft  peaceful  world. 


MUTUAL  SECURITY  APPROPRIATIONS,  I960 


699 


The  American  Book  Publishers  Council  and  the  American  Textbook 

Publishers  Institute 

STATEMENT  OP  BRUCE  Y.  BRETT,  REPRESENTATIVE 

General  Statement 

Chairman  Hayden.  Mr.  Bruce  Brett,  president  of  the  Macmillan 
Co. 

Mr.  Brett.  Mr.  Chairman,  I have  already  given  my  statement  to 
the  clerk. 

If  I may,  to  save  your  time,  I would  just  like  to  give  you  some 
excerpts  from  it. 

Chairman  Hayden,  Yes. 

Mr.  Brett.  My  name  is  Bruce  Brett.  I am  the  president  of  the 
Macmillan  Co. 

I am  here  today,  however,  not  representing  the  Macmillan  Co.,  but 
representing  the  American  Book  Publishers  Council  and  the  Amer- 
ican Textbook  Publishers  Institute,  which  organizations  cover  pretty 
well  all  the  major  American  book  publishers. 

UNAUTHORIZED  REPRODUCTION  OF  AMERICAN  BOOKS  IN  TAIWAN 

I am  here  today,  sir,  to  bring  to  the  attention  of  this  committee  the 
problem  of  the  unauthorized  reproduction  of  American  books  in 
Taiwan. 

I appreciate  the  committee’s  letting  me  talk  to  you  about  this 
problem. 

Now,  piracy  has  long  been  a custom  on  the  Chinese  mainland  and  it 
had  been  hoped  that  the  authorities  in  Taiwan  would  do  something 
about  it.  However,  since  1954,  it  has  gotten  worse  * :id  worse. 

I have  catalogs  showing  over  a thousand  titles  of  books  published 
by  American  book  publishers  and  these  books  in  turn  have  been  taken 
and  reprinted  by  photo-offset  without  permission  of  the  publishers 
and  these  books  are  not  only  going  into  Taiwan,  but  they  are  oeing  sold 
throughout  the  whole  Far  Fast.  They  are  appearing  in  Ilong  Kong, 
they  are  appearing  in  the  Philippines,  and  they  are  appearing  m 
Japan. 

Chairman  Hayden.  What  representations  have  been  made  by  our 
Government  to  the  Government  of  Taiwan  in  regard  to  this  ? 

Mr.  Brett.  The  book  publishers  as  a group  have  made  representa- 
tion to  the  Taiwan  Government,  We,  in  turn,  have  been  in  contact 
with  our  own  State  Department. 

Our  own  State  Department  has  been  in  contact  with  the  Taiwan 
authorities  and  I am  very  much  afraid,  sir,  that  the  Taiwan  authori- 
ties sort  of  wink  at  this  thing. 

Formosa  is  not  a member  of  the  Universal  Copyright  Convention,  r 
therefore  they  may  do  this.  It  is  not  illegal. 

On  the  other  hand,  they  say  that  they  need  these  books  because  the 
students  and  so  on  and  so  forth  are  very  poor. 
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Now,  I bring  this  to  the  attention  of  the  committtee,  sir,  because  I 
feel  that  this  whole  business  affects  the  mutual  security  program  for 
which  you  are  appropriating,  because  the  mutual  security  program  is 
aimed  at  the  economics  of  developing  the  Far  East  and  tne  U.S.  Gov- 
ernment has  authorized,  has  encouraged,  book  publishers  to  set  up 
large  distribution  systems  in  the  Far  East.  « 

Indeed,  the  U.S.  Government  has  given  tens  of  thousands  of  books 
away  and  it  has  spent  hundreds  of  thousands  of  dollars  of  taxpayers’ 
money  to  encourage  the  development  of  local  publishing  industries 
in  such  countries  as  Burma  ana  the  Philippines  to  meet  acute  local 
needs  for  educational  and  scientific  and  technical  books. 

Chairman  Hayden.  That  is  my  understanding,  that  the  American 
book  publishers  have  been  very  cooperative  in  this  matter  at  their 
own  expense. 

Mr,  Brett.  They  have. 

The  American  book  sellers  and  American  book  publishers,  sir. 
Chairman  Hayden.  Our  Government  is  to  pay  the  transportation? 
Mr.  Brett.  That  is  right. 

Chairman  Hayden.  What  is  the  other  matter  you  wanted  to  bring 
to  our  attention  ? 

Mr.  Brett.  The  reason  I am  here,  sir,  is  that  I feel  that  we  have  no 
redress  in  this  whole  matter. 

As  you  know,  section  503(b)  of  the  Mutual  Security  Act  of  1959 
recognized  the  problem  of  expropriation  and  allows  the  President  to 
suspend  assistance  under  the  act  of  any  nation.  I do  not  believe  that 
the  uncompensated  seizure  of  American  books  with  the  acquiescence 
of  the  Chinese  Government  is  expropriation  in  the  terms  of  this  bill, 
but,  on  the  other  hand,  in  fact,  it  is  expropriation. 

INSTANCES  IN  RUSSIA.  AND  CHINESE  MAINLAND 

Chairman  Hayden.  What  instances  are  there  aside  from  Taiwan? 
Mr.  Brett.  Sir,  the  other  two  instances  unhappily  are  Russia  and 
the  Chinese  mainland. 

Chairman  Hayden.  I am  sorry  we  cannot  do  anything  about  that. 
Mr.  Brett.  That  is  right;  we  cannot  do  anything  about  that. 

As  I say,  Taiwan,  a friendly  Government,  is  doing  this.  In  my 
statement  I cover  this  whole  thing.  I just  feel  that  relatively  simple 
measures  by  the  Republic  of  China  could  quickly  correct  this  situa- 
tion with  great  benefit  to  the  legitimate  Chinese  publishers. 

Indeed,  we  do  not  want  in  any  way  to  interfere  with  the  important 
work  of  the  mutual  security  agency  nor  to  see  the  appropriation 
curtailed. 

Nor  do  we  believe  that  specific  legislation  or  appropriation  limi- 
tations are  at  this  time  necessary.  We  hope  the  committee  will  watch 
further  developments  and  wili  see  fit  to  express  its  concern  in  its 
report  on  the  present  bill,  or  in  any  other  manner  it  sees  fit. 

Thank  you,  Mr.  Chairman. 

PREPARES)  STATEMENT 

Chairman  Hayden.  We  thank  you  for  your  statement,  sir,  and  your 
full  statement  will  go  into  the  record. 

Mr.  Brett.  Thank  you, 
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(The  statement  referred  to  follows :) 

Mr.  Chairman,  cay  name  Is  Bruce  Y.  Brett.  X am  a resident  of  New  Canaan, 
Conn.,  and  am  president  of  the  Macmillan  Co.,  60  Ffth  Avenue,  New  York  City. 
We  are  general  book  publishers  with  especially  strong  departments  In  the 
fields  of  education,  science,  and  technology.  I am  here  today,  however,  to  repre- 
sent not  primarily  my  own  company,  but  rather  the  American  Book  Publishers 
Council  and  the  American  Textbook  Publishers  Institute.  Tbese  two  organ- 
izations embrace  almost  all  major  book  publishers  In  the  United  States,  includ- 
ing publishers  of  school  and  college  textbooks,  encyclopedias,  and  scientific  and 
technical  books,  as  well  as  university  presses,  religious  publishing  houses,  and 
general  publishers. 

I very  much  appreciate  the  committee's  courtesy  in  allowing  the  book- 
publishing  Industry  to  lay  before  you  very  briefly  a problem,  closely  related 
to  the  purposes  of  the  mutual  security  appropriation,  that  has  been  giving  us  a 
deep  Rnd  growing  concern.  That  problem  Is  the  unauthorized  reproduction  of 
American  books  In  very  cheap  photo-offset  editions  by  publishers  In  Nationalist 
China  and  the  widespread  sale  of  these  pirated  editions  throughout  the  Far 
East.  This  Is  now  a very  large  and  rapidly  growing  business. 

Piracy  of  books  has  long  been  a custom  on  the  Chinese  mainland,  and  it  had 
been  hoped  that  the  authorities  in  Taiwan  would  not  permit  Its  continuance. 
Since  1954,  however,  the  volume  of  unauthorized  publishing  of  American  books 
has  so  grown  in  volume  that  the  catalog  of  only  one  Formosan  “publisher"  con- 
tains a thousand  pirated  titles.  The  pirates  claim  that  they  are  printing  these 
books  at  low  prices  for  the  poor  students,  but  we  may  be  sure  that  these  unscru- 
pulous publishers  are  making  a profit  on  the  sale  of  their  illegal  editions,  on 
which  neither  the  U.3.  publisher  nor  the  authors  receive  a penny  of  royalty. 

Ever  since  pirated  editions  began  to  appear  5 years  ago,  U.S.  publishers  have 
protested  to  Taiwan  authorities  and  U.S.  Government  officials  In  Taiwan  and 
in  the  State  Department.  Both  sources  admitted  that  they  were  aware  of  the 
practice,  but  pointed  out  that  Formosa  was  not  a member  of  the  Universal 
Copyright  Convention,  and  that  there  was,  therefore,  no  legal  recourse.  Chi- 
nese officials  pointed  out  that  a publication  could  he  registered  in  Formosa  and 
that  protection  against  piracy  would  then  be  Insured.  But  we  found  in  prac- 
tice that  registration  is  an  involved  and  costly  procedure,  and  that  registered 
books  are  pirated  with  the  same  impunity  as  unregistered  books. 

Falling  to  obtain  official  protection,  U.S.  publishers  then  offered  contracts 
to  publishers  In  Formosa  to  translate  or  republish  Important  textbooks  In  the 
English  language.  Favorable  terms  were  offered,  but  nothing  came  of  tbese 
proposals.  Obviously  it  was  more  profitable  to  the  publishers  In  Formosa  to 
reprint  without  permission,  protected  by  the  sanction  of  their  own  Government. 

The  business  of  pirating  in  Taiwan  is  now  at  an  alltime  peak.  A flourishing 
International  trade  has  developed,  with  these  unauthorized  editions  being  shipped 
to  Hong  Kong,  Singapore,  Malaya,  and  wherever  a Chinese  community  exists  In 
the  Far  East.  A serious  threat  is  thus  posed  to  normal  international  trade.  It 
la,  by  the  way,  almost  impossible  to  control  this  trnde,  since  by  avoiding  ocean 
freight  and  using  parcel  post,  the  Taiwan  publishers  are  able  to  flood  their 
markets  with  thousands  of  book  parcels,  for  there  can  be  no  legal  Inspection  of 
such  parcel-post  packages. 

Some  U.S.  publishers  have  taken  steps  to  alleviate  the  hardships  of  Asian 
students  by  reprinting  cheap  editions  of  their  of  their  leading  textbooks  In 
Tokyo,  Manila,  or  Bombay.  While  every  other  Asian  country  has  published 
these  books  in  large  numbers,  the  committee  will  not  be  surprised  to  know  thnt 
not  a single  authorized  Aslan  edlton  has  been  sold  in  the  Republic  of  China, 
One  Chinese  bookseller,  United  Subscription  Agency,  of  4A  Chungshan  North 
Road,  Taipei,  wrote  to  the  McGraw-Hill  Book  Co.  on  June  24,  1959,  as  follows: 

“We  have  carefully  reviewed  your  list  of  McGraw-Hill  Asian  editions.  We 
are  naturally  interested  In  it,  for  many  of  the  titles  are  used  by  colleges  here 
as  textbooks,  and  the  sales  are  Indeed  considerable  every  year.  However,  all 
but  two  of  them,  Stephenson's  ‘Introduction  to  Nuclear  Engineering’  and 
McAdams  ‘Heat  Transmission’  have  been  pirated  locally.  As  a matter  of  fact, 
no  lees  than  100  McGraw-Hill  titles  have  been  reprinted  without  your  permission 
on  this  island.” 

Prof.  Norris  Shreve  of  Purdue  University,  the  author  of  "Chemical  Process 
Industries,”  a textbook  reprinted  by  his  publisher  (McGraw-Hill)  In  Tokyo  for 
sale  throughout  Asia,  has  spent  several  years  on  Formosa  working  with  the 


702  MUTUAL  SECURITY  APPROPRIATIONS,  I960 

Ohcngkung  University  In  Tainan.  On  his  return  thore  recently  lie  wrote  us 
as  follows : 

“The  pirating  on  this  Island.  I hud  that,  among  others,  this  Is  done 
by  (1)  Southeast  Book  Store,  115,  Po-Ai  Rond,  Taipei ; (2)  Chlng  Wet  Book 
Store,  Taipei;  (3)  East  Asin  Book  Co.,  337,  Section  3,  liooaevelt  Itoad,  Taipei, 

“This  is  all  done  so  openly,  I am  afraid  it  Is  going  to  he  hard  to  stop, 

"The  pirated  editions  cost  between  $1  and  $3  each.  Production  Is  shoddy. 
The  authorized  reprints  cost  somewhat  more,  but  generally  within  a third  of 
the  U.S.  list  price.  For  example,  the  U.S.  list  price  of  Samuelson's  "Econom- 
ics,” third  edition,  is  U,S,$0.50.  The  publisher’s  authorized  reprinted  Tokyo  edi- 
tion costs  U.S.$2.22.  The  Formosan  edition  costs  about  85  cents.  Two  pirates 
have  recently  competed  In  producing  separate  pirate  editions  of  the  "Encyclo- 
pedia Britannlcn,”  the  lower  priced  edition  selling  at  U.S.$45.  As  these  editions 
spread  throughout  Aida,  ns  they  now  threnten  to  do,  the  entire  structure  of  tho 
American  book  trude  with  tho  Far  East  will  be  affected.” 

We  bring  this  matter  before  your  committee  for  two  reasons. 

The  first  is  that  the  Mutant  Security  Act  of  3059,  recognizing  the  growing 
problem  of  expropriation,  contains  the  following  language  in  section  503(b)  : 

“In  any  case  in  which  the  President  determines  that  a nation  hns  hereafter 
nationalized  or  expropriated  the  property  of  any  person  as  defined  in  section 
413(b)  and  has  failed  within  0 months  of  such  nationalization  or  exnronria- 
tlon  to  take  steps  determined  by  the  President  to  be  appropriate  to  discharge 
Its  obligations  under  International  law  toward  such  person,  the  President  shall, 
unless  he  determines  it  to  be  Inconsistent  with  the  national  Interest,  suspend 
assistance  under  this  act  to  such  nation  until  he  is  satisfied  that  appropriate 
steps  are  being  taken.” 

The  uncompensated  seizure,  with  the  acquiescence  of  the  Chinese  Government, 
of  the  property  of  American  publishers  and  authors,  nnd  Hb  use  not  only  to 
supply  the  market  in  Taiwan  but  nlso  to  compete  unfairly  with  those  very 
authors  and  publishers  and  with  British  and  local  authors  nnd  publishers  in 
Hong  Kong,  Malaya,  tbe  Philippines,  and,  Indeed,  throughout  the  Far  East,  Is  not 
technically,  an  "expropriation”  within  the  specific  language  of  the  present  act. 
For  this  reason  we  cannot  seek  redress  under  that  section.  Nevertheless,  such 
seizure  and  use  of  American  property  is  expropriation  In  fact  If  not  in  name 
and  belongs  with  the  problems  to  which  the  Congress  has  addressed  Itself  In  the 
section  of  the  Mutual  Security  Act  quoted  above. 

The  second  reason  is  that  the  mutual  security  program,  for  which  you  are 
appropriating,  is  aimed  largely  at  the  economic  development  of  the  Far  East. 
As  a part  of  that  development,  the  U.S.  Government,  has  done  much  to  encourage 
the*  provision  of  scientific  and  technical  books  and  textbooks  for  the  students, 
physicians,  scientists,  and  engineers  of  those  countries.  It  hns  given  tens  of 
thousands  of  such  books  as  gifts.  It  has  encouraged  their  importation  by  the 
countries  In  the  mutual  security  program.  It  has  encouraged  American  pub- 
lishers to  establish  elaborate  commercial  arrangements  to  ship  books  to  those 
countries  nnd  to  manufacture  inexpensive  editions  in  Asia  especially  for  sale 
there,  Going  further,  many  hundreds  of  thousands  of  dollars  of  American  tax- 
payers’ money  have  been  spent  through  the  Mutual  Security  Agency  and  other 
agencies  to  encourage  the  development  of  local  publishing  Industries  in  such 
countries  as  Burma  and  the  Philippines  to  meet  acute  local  needs  for  educa- 
tional and  scientific  nnd  technical  hooks.  AH  of  this  effort  will  he  set  back  or 
totally  frustrated  if  all  orderly  methods  of  publishing  and  supplying  books  are 
subject  to  this  sort  of  systematic  piracy.  It  Is  precisely  as  if  one  were  trying 
to  encourage  the  development  of  Industry  in  a country  where  there  is  no  pro- 
tection for  patents,  or  to  encourage  the  development  of  commerce  In  a country 
where  contracts  could  not  be  enforced.  The  operations  of  publishers  In  Taiwan 
are  having  just  this  sort  of  disruptive  effect  through  much  of  the  Far  Enst,  and 
they  are  rapidly  growing  from  month  to  month. 

Already  many  American  publishers  are  finding  it  necessary  to  abandon  their 
entire  sales  effort  In  the  Republic  of  China,  and  their  ability  to  maintain 
exports  to  other  Asian  countries  like  Hong  Kong  and  Malaya  Is  being  curtailed. 
Tbe  Mutual  Security  Agency  program  in  its  broadest  aspects  Is  being  damaged. 

Relatively  simple  measures  by  the  Republic  of  China  could  quickly  correct 
this  situation,  with  great  benefit  to  legitimate  Chinese  publishers,  who  could 
then  negotiate  for  contracts  for  tbe  right  to  reprint  inexpensive  editions  needed 
in  Taiwan  on  a sound  nnd  proper  basis.  We  cannot  believe  that  the  Chinese 
Government  will  fall  to  take  proper  steps  once  It  understands  the  gravity  of 
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tho  situation  aud  the  acute  difficulties  and  1)1  will  it  la  creating.  We  are  sure 
that  any  evidence  of  a projier  congressional  concern  with  this  problem  expressed 
by  tills  committee  will  help  to  make  apparent  its  importance.  We  want  in 
no  way  to  interfere  with  the  Important  work  of  the  Mutual  Security  Agency  or 
to  see  its  appropriations  curtailed.  Nor  do  wo  believe  that  specific  legislation 
or  appropriation  limitations  are  at  this  time  necessary.  Hut  we  do  hope  that 
this  committee  will  keep  a watchful  eye  on  future  developments  and  will  see 
lit  to  express  Its  concern  in  Its  reiairt  on  the  present  bill  or  in  other  appropriate 
manner. 

Citizens  Committee  for  UNICEF 

STATEMENT  OF  MRS.  VIRGINIA  M.  GRAY,  EXECUTIVE  SECRETARY 

Genkkai.  Statement 

Chairman  Hayden.  Mrs.  Virginia  M.  Gray,  of  the  Citi/i-ns  Com- 
mittee for  UNICEF. 

Mrs.  Guay.  Senator  Hayden,  Senator  KUemler,  I am  Virginia  M. 
Gray,  executive  secretary  for  UNICEF. 

Mr.  Chairman,  I should  like  to  tusk  permission  to  have  the  state- 
meat  filed  for  the  record. 

Chairman  Hayden.  That  will  lie  done. 

Mrs.  Guay.  I wish  hi  call  your  attention  to  the  number  of  organi- 
zations for  whom  1 am  authorized  to  speak  on  this  statement  this 
morning.  There  are  H>  of  them.  Yon  nave  them  before  you. 

I will  not  take  l ime.  to  read  them. 

1 would  just  like  to  say  that  these  organizations  believe  very 
strongly  in  tho  value  of  the  work  of  the  United  Nations  Children’s 
Fund  and  they  support  wholeheartedly  the  request  for  the  $12  million 
appropriation. 

That  is  what  has  passed;  that  is  the  executive  branch  request;  it 
lias  passed  in  the  authorization  bill;  it  has  passed  the  House  Appro- 
priations Committee. 

So  your  committee  and  the  Senate  is  the  final  stage.  I hope  you 
will  see  your  way  clear  to  support  it  likewise. 

Thank  you  very  much. 


PREPARED  STATEMENT 

Chairman  Hayden.  Thank  you  for  your  statement.  Your  full 
statement  will  go  in  the  record. 

(The  statement  referred  to  follows :) 

The  Citizens  Committee  for  UNICEF,  an  Informal  clearinghouse  of  legislative 
information  serving  n number  of  national  organizations  which  supimrt  con- 
tinued U.  S.  participation  In  the  United  Nations  Children’s  Fund  (UNICEF), 
has  been  authorized  by  the  following  such  organizations  to  present  this  joint 
statement: 

American  Association  of  University  Women. 

American  Pareuts  Committee,  Inc. 

American  Veterans  Committee. 

Association  for  Childhood  Education  International. 

Cooperative  League  of  the  U.8.A. 

Friends  Committee  on  National  Legislation. 

General  Alliance  of  Unitarian  and  other  Liberal  Christian  Women. 

Jewish  Wnr  Veterans  of  IJ.S.A. 

Methodist  Church-Woman's  Division  of  Christian  Service  of  the  Hoard  of  Mis- 
sions. 

National  Association  of  Colored  Women’s  Clubs,  Inc. 

National  Association  of  Social  Workers,  Inc. 
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National  Board  of  Young  Women’s  ChrlHtlnn  Association. 

National  Congress  of  Colored  Parents  and  Teachers. 

Nntkmnl  Council  of  Jewish  Women. 

United  Church  Women. 

Women’s  International  League  for  Tence  and  Freedom. 

These  organizations  support  enthusiastically  the  request  of  the  executive 
branch  for  a U.S.  contribution  of  $12  million  to  UNICEF  in  the  fiscal  year 
ending  June  30,  1000.  Many  of  our  organizations  have  supported  the  work  of 
the  Children’s  Fund  since  its  beginning.  Others  have  become  Interested  more 
recently  ns  knowledge  of  the  accomplishments  of  UNICEF  has  spread  nnd 
recognition  of  Its  enduring  benefits  to  children  lias  likewise  grown. 

We  believe  that  a U.S.  contribution  of  $12  million  is  a modest  request,  both 
In  relation  to  the  resources  of  the  United  States  and  In  terns  of  the  enormous 
needs  of  children  in  the  underdeveloped  areas  of  the  world, 


em:  of  conthiuution 


In  case  a doubt  exists  as  to  the  financial  ability  of  the  United  States  to 
contribute  this  niuount.  It  is  Important  to  point  out  that,  while  the  United  States 
has  been  the  largest  single  contributor  to  the  Children’s  Fund  to  date,  it  ranks 
only  27th  among  the  donor  nations  for  1958  when  its  gift  Is  correlated  with  our 
gross  national  product.1  In  other  words,  26  other  countries,  led  by  Costa  Rica, 
Iran,  and  Honduras,  in  that  order,  contribute  to  UNICEF  an  amount  that  Is  a 
higher  percentage  of  their  gross  national  product.  Or,  on  the  basis  of  popu- 
lation our  gift  of  around  6 cents  per  capita  could  not,  in  any  sense,  be  considered 
excessively  generous. 

In  this  connection,  attention  should  be  called  to  the  steady  financial  growth 
of  UNICEF’s  resources  to  meet  the  needs  of  the  underprivileged  children,  a 
growth  tuensured  both  by  the  Increase  In  the  number  of  governments  contributing 
to  the  central  account,  which  rose  from  30  In  1050  to  80  In  1957  and  to  87  In 
1958,  and  In  the  absolute  amount  of  money  so  contributed  by  Central  Govern- 
ments. In  1957,  80  governments  gave  $17.9  million  ; in  1058,  87  governments 
gave  $19.9  million.  One-half  of  this  Increase  represented  gifts  by  governments 
other  than  the  United  States  and  the  other  half  was  an  Increase  by  the  United 
States.  The  1959  pledge  of  the  United  States  remained  the  same  as  its  1958 
contribution:  $11  million. 

When  one  realizes  that  this  growth  in  voluntary  contributions  to  the  central 
noeount  of  UNICEF  has  taken  place  at  Ihe  same  time  that  many  donor  countries 
are  financing  other  urgently  needed  projects  of  economic  development  that 
compete  for  their  limited  financial  resources,  and  In  addition,  that  many  of  these 
same  governments  are  struggling  to  provide  the  necessary  internal  matching 
funds  for  meeting  their  own  children’s  needs,  the  conclusion  Is  clear  that  there 
is  almost  universal  agreement  on  the  merits  of  this  work  for  children  and  on 
the  high  priority  that  governments  attach  to  It.  At  tills  point  n word  should  be 
added  regarding  the  dramatic  increase  In  the  Internal  matching  by  the  assisted 
governments.  From  the  beginning  of  UNICEF's  operations,  every  government 
seeking  UNICEF  aid  has  been  required  to  contribute  from  its  own  resources 
(in  goods  and  services)  an  amount  equal  to  the  funds  given  by  UNICEF.  At 
the  March  1959  Executive  Board  Meeting  allocations  of  funds  amounted  to 
slightly  over  $10  million.  The  corresponding  commitments  of  recipient  govern- 
ments totaled  $31.9  million,  thus  matching  at  a rate  of  more  than  3 to  I the 
international  funds  received. 

Now,  however,  the  fact  should  not  be  overlooked  that  the  number  of  govern- 
ments contributing  to  the  central  account  has  about  reached  its  maximum. 
Little  further  increase  can  be  expected  therefore  from  any  untapped  sources 
of  support.  Steady  but  not  spectacular  increases  may  be  anticipated  from  the 


‘Figures  for  the  gross  national  product  In  1965  taken  from  "The  Role  of  Foreign  AM  In 
<^ther»  CoiiMriS8’”  R *tu<j?  Prepflred  for  the  U.S.  Senate  Special  Com- 
Study  the  Foreign  Aid  Program,  U.S.  Government  Printing  Office,  Washington: 
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regular  contributing  governments  but.  In  the  year  ahead,  these  could  not  offset 
any  loss  to  UNICKF  should,  for  any  reason,  the  full  amount  of  the  recommended 
$12  million  contribution  not  be  received  from  the  United  States. 

NEEDS  OF  CIIItOREN 

To  turn  now  to  the  story  of  the  enormous  needs  of  the  world's  children,  we 
And  that  UNICEF  Is  currently  assisting  328  projects  In  105  countries  and 
territories.  The  Executive  Director  reported  to  the  UNICEF  Board  in  March 
105U  that  over  50  million  children  and  expectant  and  nursing  mothers  benefited 
in  1058  from  the  principal  large  scale  disease  control  campaigns  and  maternal 
and  child  feeding  programs.  These  were  direct  beneficiaries ; the  number  of 
children  Indirectly  aided,  for  example,  through  the  availability  of  safe  milk 
bought  from  a pasteurizing  plant  that  received  help  from  UNICEF  cannot  be 
counted.  A study  of  the  105  countries  now  receiving  UNICKF  aid  shows  that 
these  areas  fall  almost  entirely  within  the  category  defined  by  the  Population 
Branch  of  the  U.N.  as  technologically  underdeveloped  areas.  The  child  impu- 
tation (up  to  15  years  of  age)  of  this  area  Is  approximately  550  million.  Of 
course  no  ono  would  even  hope  to  reach  all  of  those  children  with  aid  in  any 
form,  but  such  statistics  can  give  a rough  idea  of  the  magnitude  of  the  need. 
When  to  this  is  added  the  increasing  child  population  of  the  countries  assisted 
by  UNICEF— an  increase  estimated  at  the  rate  of  approximately  2%  percent 
a year  due  primarily  to  a reduction  In  Infant  mortality  rather  than  to  an  actual 
Increase  In  the  number  of  births — the  fact  becomes  vividly  clear  that  there  is 
Indeed  “need  to  run  faster  just  to  stand  still.”  Furthermore  the  needs  of  these 
increasing  numbers  of  children  come  on  top  of  the  present  programs  directed 
toward  improving  the  level  of  services  to  children. 

Sheer  numbers  of  children  doomed  to  starvation  or  to  a life  of  hopeless 
poverty,  chronic  Illness,  and  Ignorance  Is  not  the  whole  story,  however. 
UNICEF,  while  sensitive  to  these  almost  limitless  opportunities  for  assistance, 
is  not  attempting  to  increase  direct  aid  on  such  a mass  scale.  Rather  there  Is  a 
major  effort  to  improve  the  quality  of  the  programs  which  recipient  countries 
are  carrying  forward,  and  to  concentrate  on  the  type  of  project  that  will  use 
the  limited  resources  available  for  aid  most  efficiently  and  thus  to  promote 
basic  permanent  gains  for  the  greatest  number  of  children.  Thus  programs  of 
aid  are  determined  not  only  by  the  existing  need  but  also  by  the  ability  of  the 
country  itself  to  carry  forward  its  own  assistance  beyond  the  limited  period  of 
UNICEF  aid.  A fundamental  requisite  is  the  availability  of  local  people  who 
can  be  trained  to  carry  forward  the  immediate  gains  over  the  long  run  in  an 
ever  widening  area  of  effectiveness. 

There  is  an  awareness  also  of  the  Interrelationship  of  the  problems  of  hunger, 
disease,  ignorance,  and  poverty;  of  the  fact  that  the  temporary  cure  of  illness  is 
not  enough  unless  the  dangers  of  reinfection  are  also  removed;  that  education 
In  basic  principles  of  personal  and  environmental  sanitation  Is  essential;  in 
short,  that  an  ounce  of  prevention  is  from  every  point  of  view  better  than  the 
necessity  for  more  expensive  cure.  Thus  we  have  the  continued  hattles  against 
the  major  scourges  of  yaws,  malaria,  tuberculosis,  and  leprosy,  and  an  expanding 
work  against  the  ravages  of  trachoma.  Whfle  these  basic  programs  are  making 
progress,  the  community  development  movement  expands  the  usefulness  of 
maternal  and  child  health  clinics  by  demonstrating  to  the  beneficiaries  of  aid 
how  they  can  best  help  themselves  toward  the  goals  of  a healthful  life  and  a 
useful  place  as  citizens  la  their  country.  In  these  ways  UNICEF  is  laying  foun- 
dations for  programs  of  economic  development  upon  which  sound  future  growth 
and  [Kditioal  stability  of  many  areas  will  depend. 

These  then  are  some  of  the  broad  needs  of  the  world’s  children  and  a glimpse 
of  the  way  UNICEF  is  mobilizing  a relatively  small  budget  to  accomplish  a very 
large  measure  of  permanent  betterment  for  the  future  citizens  of  the  world. 
Our  organizations  helieve  firmly  In  the  soundness  of  procedure  and  the  value 
of  the  results  already  obtained  by  UNICEF.  We  hope  that  the  United  States 
will  continue  to  afford  an  unwavering  example  of  leadership  by  supporting  this 
work  with  every  cent  of  the  $12  million  recommended  for  the  year  ahead. 
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The  National  Congress  or  Parents  and  Teachers 

STATEMENT  OF  ELIZABETH  T.  FAB  WELL,  MEMBER,  WASHINGTON 
COMMITTEE  ON  LEGISLATION 

General  Statement 

Chairman  Hayokn.  Mrs.  Elizabeth  T,  Fnrwull,  National  Congress 
of  Parents  and  Teachers. 

Mrs.  Farwkm..  Senator  Ilayden,  tny  statement  also  is  very  brief. 
I would  like  to  read  it. 

I am  Elizabeth  T.  Fnrwell,  a member  of  the  Washington  Commit- 
tee on  Legislation  for  the  National  Congress  of  Parents  and  Teachers. 

I tun  submitting  this  statement  for  Mrs.  Fred  L,  Hull,  national 
chairmen  of  legislation,  in  support  of  the  appropriation  of  $12  million 
for  the  United  Nat  ions  Children’s  Fund. 

I appreciate  the  opportunity  of  appearing  before  this  committee 
today  to  represent  the  National  Congress  of  Parents  and  Toachers,  a 
volunteer  group  with  over  11^  million  membership. 

As  you  know,  our  organization  has  maintained  a deep  interest  in 
the  UNICEF  program  since  its  inception  because  we  feel  it  continues 
to  make  an  invaluable  contribution  to  the  welfare  of  the  world’s 
children. 

We  urge  the  appropriation  of  the  $12  million  requested  for  fiscal 
19(50  in  the  sincere  hope  that  other  governments  will  contribute  their 
full  share  in  this  important elfort. 

Year  by  year  we  nave  watched  the  program  grow,  and  the  contri- 
butions of  other  governments  become  larger.  This  shared  planning 
and  carrying  out  of  worthwhile  objectives,  with  shaved  finunciiu 
participation,  seems  to  us  to  be  the  ideal  method  by  which  we  can 
nelp  other  countries  in  the  world  to  help  themselves. 

We  believe  that  to  relax  our  vigil  over  the  success  of  this  self-help 
program  for  maternal  and  child  health  would  be  a dereliction  of  our 
duty  as  citizens. 

The  leading  role  that  the  United  States  has  played  in  the  further- 
ing of  UNICEF  objectives  is  a source  of  great  pride  to  our  organi- 
zation and  we  are  most  grateful  for  the  active  support  of  the  Congress 
in  this  matter.  We  believe  that  the  welfare  of  our  children  depends 
on  the  welfare  of  the  world’s  children. 

Thank  you  very  much. 

Chairman  Hayden.  Mrs.  John  Briscoe,  member  of  the  board  of 
directors  of  the  League  of  Women  Voters. 

The  League  or  Women  Voters 

STATEMENT  OF  MRS.  JOHN  BRISCOE,  MEMBER,  BOARD  OF 

DIRECTORS 

General  Statement 

Mrs.  Brisco*.  Senator,  I am  here  to  emphasize  especially  those 
t.hreo  aspects  of  the  mutual  security  program  in  which  our  organiza- 
tion is  interested,  the  Development  'Loan  Fund,  technical  cooperation, 
and  the  United  Nations  program  of  technical  assistance. 


MUTUAL  SECURITY  APPROPRIATIONS,  1660  707 

I am  Mrs.  John  Briscoe,  a member  of  the  board  of  directors  of 
the  Leugue  of  Women  Voters  of  the  United  States. 

I urn  speaking  today  for  the  120,000  members  in  more  than  1,000 
local  leagues  in  all  the  50  States  and  the  District  of  Columbia. 

The  league  strongly  supports  those  portions  of  the  mutual  security 
legislation  which  are  aimed  at  building  a solid  base  for  economic 
development  in  the  developing  countries  of  the  world,  the  Develop* 
ment  Loan  Fund,  and  the  programs  which  provide  bilateral  and 
multi luterial  aid  through  sharing  of  technical  skills. 

The  league  has  studied  and  supported  foreign  economic  aid  pro- 
posals beginning  with  the  European  recovery  plan.  During  the  last 
18  months  our  members  have  been  engaged  in  an  intensive  study  of 
U.S.  foreign  policy,  its  goals  and  objectives.  We  have  become  increas- 
ingly aware  of  the  potential  value  of  underwriting  economic  develop- 
ment projects  to  give  impetus  to  the  movement  toward  growth  and 
stability  in  the  developing  countries. 

UMNO  IN  AN  I N VKIlIlKPr \ 1) KNT  WORM) 

The  most  impelling  fact  that  has  emerged  from  this  study  is  the 
knowledge  that  we  are  living  in  an  interdependent  world.  Inter- 
dependence has  made  both  political  cooperation  and  military  alliances 
necessary  and  U.S.  policies  must  reflect  this  necessity. 

Interdependence  also  means  that  the  economic  welfare  of  the  United 
States  will  be  directly  affected  by  the  economic  welfare,  or  Jack  of  it, 
of  other  nations. 

F urthermoro,  we  arc  convinced  that  the  failure  of  the  less  developed 
countries  to  advance  economically  can  result  in  political  instability 
and  in  unrest  which  may  bring  about  events  dangerous  to  our  own 
security. 

The  needs  of  these  countries  are  so  large  that  they  require  the  com- 
bined efforts  of  public  and  private  capital  from  all  (he  industrialized 
nations.  The  Development  Loan  Fund  is  designed  not  to  compete 
with,  but  to  supplement,  other  sources  of  financing.  It  offers  help  for 
building  basic  projects,  thus  moving  closer  to  the  time  when  these 
countries  can  become  self-sufficient. 

Since  this  help  through  the  Development  Loan  Fund  comes  in  the 
form  of  a loan,  and  since  the  projects  it  underwrites  are  screened  for 
soundness,  it  is  more  acceptable  to  them  and  to  us  than  our  former 
program  of  grants. 

We  think  the  Senate  should  be  congratulated  on  its  foresight  and 
imagination  in  originally  creating  the  Development  Loan  Fund. 

Now  that  its  operation  has  been  tested,  wo  believe  it  should  be 
further  supported  by  funds  adequate  to  meet  the  needs  of  those  coun- 
tries whose  requests  for  loans  are  justified  by  officers  of  the  Fund. 

SUPPORT  FOR  MUTUAL  SECURITY  FUNDS 

Therefore,  we  urge  that  the  full  amount  of  the  authorization  for 
fiscal  1960,  $700  million,  be  granted  by  this  committee,  and  that  this 
sum  be  defended  strongly  in  the  conference  with  the  House,  which 
made  a cut  of  $150  million  in  the  authorized  amount. 

Technical  cooperation  provides  one  of  the  most  effective  ways  of 
hastening  the  process  of  growth  which  is  taking  place  within  these 
developing  countries. 
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The  handicap  of  lack  of  trained  personnel  and  of  agricultural  and 
industrial  skills  is  slowly  being  overcome  through  both  bilateral  and 
multilateral  programs. 

We  hope  that  this  committee  and  the  Senate  will  grant  the  full 
nmount  authorized  by  the  House. 

Wo  are  particularly  glad  to  know  that  through  our  contribution  to 
the  United  Nations  program  of  technical  assistance  we  are  working 
with  other  countries  to  foster  those  skills  which  are  so  badly  needed 
in  so  many  parts  of  the  world.  We  urge  that  the  full  amount  of  the 
authorization,  $30  million,  be  granted. 

The  portions  of  the  mutual  security  program  which  the  League 

aorts  are  an  extremely  small  percentage  of  the  total  1960  fiscal 
;et,  less  than  one-third  of  1 percent  of  our  gross  national  product. 
We  believe  that  these  programs  are  an  investment  which  we  cannot 
afford  to  reduce  and  which  will  in  future  years  bring  in  big  dividends 
in  the  form  of  greater  stability  and  security  to  our  world. 

Thank  you  very  much. 

Chairman  Hayden.  Thank  you  for  your  statement. 

Senator  Ellender.  Mr.  Chairman,  may  I ask  a question  ? 

Chairman  Hayden.  Yes. 

U.N.  technical  assistance  fund 

Senator  Ellender.  Mrs.  Briscoe,  I presume  you  are  familiar  with 
the  contributions  made  by  other  nations  to  the  special  technical  assist- 
ance fund  of  the  U.N.  ? 

Mrs.  Briscoe.  Yes. 

Senator  Ellen der.  Do  yon  know  what  our  proportion  is? 

Mrs.  Briscoe.  I am  not  aware  of  the  exact  proportion,  though. 
Senator  Ellender.  As  you  know,  Congress  lias  been  trying  to  get 
nations  of  the  U.N.  to  contribute  in  proportion  to  their  ability  and  we 
have  been  trying  to  reduce  to  some  extent  our  relative  contribution. 
It  has  been  my  feeling  that  if  the  program  is  good  for  us,  it  is  good 
for  everybody,  all  the  countries  in  the  U.N. 

Mrs.  Briscoe.  Yes. 

Senator  Ellender.  But  we  find  ourselves  today  contributing  60 
percent  of  the  amount  that  is  spent  by  U.N.  for  technical  assistance. 

Now,  in  addition  to  that,  we  are  spending  almost  $180  million  of  our 
own  on  a bilateral  basis. 

Mrs.  Briscoe.  Yes. 

Senator  Ellender.  Do  you  think  that  is  fair  ? 

Mrs.  Briscoe.  I would  think,  Senator,  being  as  wealthy  a nation 
as  we  are • 

Senator  Ellender.  As  what,  did  you  say  ? 

Mrs.  Briscoe.  Wealthy. 

Senator  Ellender.  You  think  we  are  very  wealthy  ? 

Mrs.  Briscoe.  I think  we  are  very  wealthy  relative  to  other  nations. 
Senator  Ellender.  Which  nations?  You  can  name  a few,  of 
course? 

Mrs.  Briscoe.  Italy. 

INTEREST  ON  PUBLIC  DEBT 

Senator  Ellender.  We  will  be  as  poor  as  the  poorest  nation  if  we 
continue  to  spend  at  the  present  rate.  I do  not  have  to  discuss  our 
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debt  with  you,  but  next  year  it  is  going  to  require  between  11  and  12 

Sercent  of  every  dime  we  appropriate  to  pay  only  the  interest  on  our 
ebt. 


We  may  owe  as  much  as  $290  billion  within  the  next  year. 

For  the  first  time  in  a hundred  years  we  have  had  a deficit  in  our 
balance  of  payments  and  it  amounted  to  $3.3  billion. 

In  the  past  8 or  10  months,  the  flight  of  gold  from  our  country  has 
been  increasing,  and  all  of  that  emanates  in  my  humble  judgement 
from  the  fact  that  we  give  so  much  of  our  treasury  abroad  without 
the  hope  of  assistance  from  those  able  to  assist. 

Mrs.  Briscoe,  I think  it  can  be  argued,  Senator,  that  within  the 
past  we  made  a vast  investment  in  technical  skills  in  our  own  country 
and  we  are  now  reaping  dividends. 

Senator  Ellender.  What,  kind  of  dividends?  In  what  respect? 
You  mean  as  far  as  we  are  concerned  ? 


Mrs.  Briscoe.  Our  standard  of  living;  yes.  I think  in  an  inter- 
dependent world  it  can  always  be  argued  that  our  investment  today 
will  pay  off  to  us  and  the  other  free  members  in  the  future. 


PROSPERITY  OF  EUROPE 

Senator  Ellender.  That  is  what  I expected,  myself.  That  is  whv 
I voted  for  the  Marshall  plan,  but  I found  out,  in  my  travels  abroad, 
that  there  have  never  been  more  prosperous  nations  in  Western  Europe 
than  the  nations  there  presently  are.  France,  for  example,  England, 
Switzerland,  Italy,  all  of  them  are  prosperous. 

It  strikes  me,  as  I have  often  said,  that  in  a matter  of  contribution 
for  this  so-called  mutual  assistance  we  ought  to  get  a full  measure 
of  support  from  those  who  are  now  prosperous,  as  a matter  of  fact, 
as  prosperous  as  we  are,  but  who  do  not  respond.  That  is  what  I 
resent. 

Mrs.  Briscoe.  Thank  you.  Senator. 

Chairman  Hayden,  'f'hank  you,  Mrs.  Briscoe. 

Mr.  Ruben  Johnson,  coordinator  of  the  Division  of  Legislative  Serv- 
ices of  the  National  Farmers  Union. 

National  Farmers  Union 

STATEMENT  OF  RUBEN  JOHNSON,  COORDINATOR,  DIVISION  OF 

LEGISLATIVE  SERVICES 

General  Statement 

Mr.  Johnson.  Thank  you  very  much,  Mr.  Chairman. 

It  is  a pleasure  for  me  to  appear  before  a distinguished  Member 
of  the  Senate,  the  chairman  of  the  Senate  Appropriations  Committee, 
who,  over  the  years,  has  been  such  a stanch  supporter  of  farmers 
in  their  program. 

If  I may,  Mr.  Chairman,  I would  like  to  file  for  the  record  the  first 
page  of  my  statement  and  make  what  few  comments  I have  from  the 
second  page. 

Chairman  IIayden.  That  may  be  done  under  the  5-minute  limit. 

Mr.  Johnson.  I am  glad  to  see  Senator  Ellender  come  back  into  the 
room  because  I want  to  commend  him  for  the  action  recently  of  his 
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committee  which  resulted  in  making  possible  greater  use  of  our  com- 
modities in  the  United  States. 

In  this  connection  I want  to  add  that  we  feel  strongly  we  are  not 
making  as  much  use  of  our  food  and  fiber  stocks  as  we  should  to 
promote  education  and  development  and  the  objectives  of  the  mutual 
security  program. 

We  fully  support  the  dollar  appropriations  of  the  mutual  security 
program, 

USE  OF  FOOD  AND  FIBER  STOCKS 

However,  wo  feel  strongly  that  we  are  not  making  as  much  use 
of  our  food  and  fiber  stocks  as  we  should  to  promote  education  and 
development  and  the  objectives  of  the  mutual  security  program. 

We  urge  you  to  give  greater  consideration,  as  the  vital  imn  of  the 
Senate  on  appropriations,  to  ways  and  means  of  using  food  and  fiber 
or  local  currency  derived  from  the  sale  thereon  as  tools  of  education 
and  development. 

We  know  that  food  and  fiber  represents  wealth  or  capital  and  that 
it  has  a place  in  the  program  of  dollar  and  hard  goods  assistance. 
Wo  feel  that,  in  our  failure  to  use  the  food  and  fiber  stocks  at  this 
significant  point  in  the  history  of  the  world,  we  are  overlooking  the 
biggest  advantage  we  have  over  the  Soviet  bloc  countries. 

In  this  connection,  Mr.  Chairman,  I respectfully  request  your  per- 
mission to  insert  in  the  record  of  the  hearings  a statement  released  by 
the  Agriculture  Committee  of  the  National  Planning  Association,  en- 
titled ‘‘Farm  Surpluses  and  Foreign  Aid.”  I believe  you  have  copies 
of  that  statement  before  you.  I have  finished  copies  to  the  clerk. 
Chairman  IIaydkn.  It  is  available  for  our  records. 

STUDY  OF  DISARMAMENT 

Mr.  Johnson’.  AVo  urge  that  you  include  in  the  bill  approved  and 
reported  the  appropriation  item  to  permit  further  detailed  study  of 
disarmament.  We  understand  that  the  Department  of  State  has 
requested  funds  for  this  purpose  and  that  the  further  study  which 
would  be  possible  is  essential  if  our  negotiators  are  to  have  the  facts 
they  need  m subsequent  meetings  on  the  subject. 

Let  me  assure  you,  Mr.  Chairman,  that  we  feel  the  authorization 
bill  before  you  is  modest  in  the  amount  it  provides. 

AAre  urge  you  not  to  make  any  outs  and  to  lend  yonr  support  to  those 
who  believes  as  wo  do  that  economic  and  technical  aid  and  maximum 
use  of  our  food  and  fiber  abundance  should  be  emphasized  to  a greater 
extent  than  in  the  past  operation  of  the  program. 

Mr.  Chairman,  one  other  thing  I want  to  mention.  I commend  the 
action  of  the  Congress  in  the  present  draft  of  II.R.  7500,  the  Mutual 
Security  Act,  under  section  205(c)  where  they  acknowledged  the 
need  for  making  food  available  at  home  for  our  own  needy  citizens 
as  well  as  abroad. 

FOOD  STAMP  BILL 

This  brings  me  back  to  my  previous  comment,  the  commendation 
of  Senator  Ellender  and  the  action  of  the  Senate  Agricultural  Com- 
mittee who  recently  reported  out  a food-stamp  bill. 

I hope  that  this  bill  will  be  considered  on  the  Senate  floor. 
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In  this  connection,  Senator  Ellender,  you  will  no  doubt  know  that 
the  House  yesterday  put  a food -stump  amendment  on  the  Public  Law 
480  extension  bill  j llrs.  Sullivan’s  bill  was  added. 

X think  this  was  a good  thing.  I would  hope  that  when  you  con- 
sider the  bill  next  Tuesday,  as  I understand  you  will,  in  the  Senate 
Foreign  Relations  Committee — that  you  will  add  your  food-stamp 
bill  to  Public  Xjaw  480. 

I think  these  two  things  should  bo  together.  When  we  aro  using 
fowl  to  help  people  abroad  it  is  logical  and  reasonable  that  we  add 
provisions  to  see  that  our  needy  citizens  at  home  get  the  food  that 
they  need. 

Thank  you  very  much.  Mr.  Chairman. 

Chairman  IXaydkn.  Thank  you. 

( The  formal  statement  of  Mr.  Johnson  follows : ) 

ADEQUATE  AlTROrKIATIONS  KOK  ECONOMIC  DEVELOPMENT  AND  TECHNICAL 

Assistance  in  Developing  Nations 

The  historic  Geneva  meeting  relates  directly  to  the  deliberations  of  this  sub- 
committee in  my  Judgment.  As  a matter  of  fact,  our  foreign  economic,  techni- 
cal, and  military  assistance  programs  become  increasingly  impo.Uut  in  light  of 
the  stalemate  at  Geneva.  As  we  in  Farmers  Union  view  these  programs,  the 
objective  we  seek  as  n nation  Is  to  foster  the  development  of  a world  environ- 
ment tlmt  Is  conducive  not  only  to  our  survival  hut  to  the  preservation  of  the 
kind  of  rights  nnd  privileges  we  hnve  under  the  U.S.  Constitution  and  Bill  of 
Rights — preservation  of  such  rights,  not  only  for  ourselves  but  for  the  people 
of  the  world. 

Delegates  to  our  recent  convention  In  March  1959  expressed  continued  sup- 
port of  these  programs  before  you,  which  increase  the  economic  strength, 
productive  capacity  and  living  standards  of  the  people  of  the  free  world. 
National  Farmers  Union  has  supported  such  efforts  since,  as  the  emerging 
leader  of  the  free  world.  Congress  and  the  executive  branch  recognized  the 
responsibilities  that  the  leader  must  shoulder. 

Farmers’  Interest  in  world  affairs  Is  centered  around  Interests  similur  to 
those  we  have  at  home.  To  name  a few  of  the  more  important  ones — secure 
land  tenure,  adequate  farm-income  programs,  development  of  farmers’  pur- 
chasing, marketing  and  service  cooperatives,  adequate  family  farm  credit  facili- 
ties, and  organization  and  development  of  free  farm  organizations.  While 
recognizing  the  need  for  the  military  kind  of  security,  farm  people  especially 
support  the  educational  (technical  assistance  and  cooperation,  in  official  usage) 
nnd  economic  aspects  of  our  oversea  aid.  It  is  through  programs  to  protect 
prices  and  incomes  of  farmers,  for  example,  that  we  hnve  been  able  to  apply  new 
methods  and  technology  which  increase  output  and  cut  unit  costs. 

We  recognize  the  great  need  that  exists  in  the  developing  nations  for  edu- 
cation and  basic  programs  of  economic  development.  Such  assistance  as  we 
provide  under  the  mutual  security  program  should  be  applied  in  such  areas 
in  ways  that  Mill  help  in  building  democratic  institutions  through  which 
farmers  and  others  may  work  for  the  rights  that  the  citizens  of  the  United 
States  have  uuder  the  Constitution  and  Bill  of  Rights. 

We  fully  support  the  dollar  appropriations  of  the  mutual  security  program. 
However,  we  feel  strongly  that  we  are  not  making  ns  much  use  of  our  food 
and  fiber  stocks  as  we  should  to  promote  education  and  development  nnd  the 
objectives  of  the  mutual  security  program.  We  urge  you  to  give  greater  con- 
sideration, as  the  vital  arm  of  the  Senate  ou  appropriations,  to  ways  and  means 
of  using  food  and  fiber  or  local  currency  derived  from  the  sale  thereof  as  tools 
of  education  and  development.  We  know  that  food  and  fiber  represents  wealth 
or  capital  and  that  It  has  a place  in  the  program  of  dollar  and  hard  goods 
assistance.  We  feel  that  In  our  failure  to  use  the  food  and  fiber  stocks  at  this 
significant  point  in  the  history  of  the  world,  we  are  overlooking  the  biggest 
advantage  we  have  over  the  Soviet  bloc  countries.  In  this  connection,  Mr. 
Chairman,  I respectfully  request  your  permission  to  insert  in  the  record  of  the 
hearings  a statement  released  by  the  agriculture  committee  of  the  National 
Planning  Association,  entitled,  "Farm  Surpluses  and  Foreign  Aid."  It  is  signed 
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by  26  members  of  the  agriculture  committee,  including  Jim  Patton,  president. 
National  Farmers  Union,  aud  John  Raker,  director,  division  of  legislative 
services. 

We  urge  you  to  Include  in  the  bill  approved  nnd  reported  the  appropriation 
item  to  permit  further  detailed  study  of  disarmament.  We  understand  that 
the  Department  of  State  has  requested  funds  fur  this  purpose  and  that  tho 
further  study  which  would  be  possible  is  essential  If  our  negotiators  are  to 
have  the  facts  they  need  In  subsequent  meetings  on  the  subject. 

Let  me  assure  you,  Mr.  Chairman,  that  we  feel  the  authorization  bill  before 
you  is  modest  In  the  amount  It  provides.  We  urge  you  not  to  make  any  cuts 
aud  to  lend  your  support  to  those  who  believe  as  we  do  that  economic  and 
technical  aid  and  maximum  use  of  our  food  nnd  Alter  abundance  should  be 
emphasized  to  a greater  extent  than  In  past  operation  of  the  program. 

American  Vf.tf.kans  Committee 

STATEMENT  OF  IRVIN  LECHLITER,  EXECUTIVE  DIRECTOR 

General  Statement 

Chairman  Hayden.  Mr.  Irvin  Lechliter,  of  the  American  Veterans 
Committee. 

Mr.  Lechliter.  Mr.  Chairman,  Senator  El  lender,  I am  Irvin  Lech- 
liter, executive  director  of  the  American  Veterans  Committee. 

I should  like  to  inform  the  distinguished  committeo  of  our  position 
with  respect  to  three  matters. 

If  my  statement  may  be  inserted  in  the  record,  I will  tell  you  in 
a few  words  what  is  in  it.  I need  to  make  one  correction. 

Coming  down  this  morning  I saw'  some  incorrect  figures.  On  the 
second  page,  in  the  second  paragraph: 

“The  AVC  urges  the  committee  to  restore  the  $25,500,000  cut  mude  lu  the 
House  funds  for  technical  assistance, 

and  the  amount  authorized  instead  of  $179,500  is  $211  million.  I am 
sorry,  I don’t  know  how  I overlooked  it,  but  I caught  it  at  the  last 
moment. 

We  would  urge  your  committee  to  restore  the  full  amount  of  the 
appropriation  authorized  for  the  Development  Loan  Fund  because 
we  think  that  the  Development  Loan  Fund  is  avery  encouraging 
advance — a very  encournging  new  approach  to  mutual  security  legis- 
lation. 

We  would  ask  you  to  recommend  to  the  Senate  the  appropriation 
of  the  full  $700  million  for  this  fiscal  year. 

Senator  Ellendf.r,  May  I be  permitted  to  correct  you?  This  is 
not  a new  approach;  this  is  tho  approach  originally  advocated  by 
General  Marshall;  but  the  approach  tv  as  too  slow,  so  they  used  grants. 
Mr.  Lechliter.  Thank  you,  Senator. 

TECHNICAL  ASSISTANCE  PROGRAM 

What  I meant  was  a new  approach  to  the  way  we  have  been 
handling  some  of  our  technical  assistance  programs  in  the  past.  I 
think  that  there  are  many  countries  who  are  in  a position  to  handle 
loans  and  they  would  prefer  to  have  loans  that  they  can  repay  rather 
than  to  have  grants. 

There  are  some  countries  in  the  world,  however — and  this  leads  me 
to  the  second  point — who,  I think,  are  not  able  to  usefully  absorb 
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any  amount  of  capital  loans  and  it  is  to  those  countries  we  would 
urge  that  the  Senate  Committee  on  Appropriations  restore  the  full 
amount  appropriated  for  the  technical  assistance  program. 

STUDY  OF  NUCLEAR  DISARMAMENT 

Finally,  I would  like  to  say  a word  in  support  of  Senator  Hum- 
phrey’s amendement  for  appropriation  of  $400,000  to  be  made  avail- 
able to  the  State  Department  for  foreign  policy  studies,  including  in 
particular  a study  of  nuclear  disarmament. 

At  our  lust  convention  held  in  May,  wo  strongly  endorsed  every 
continued  effort  toward  disarmament  and  I should  like,  therefore,  to 
place  our  organization  on  record  in  support  of  Senator  Humphrey’s 
amendment. 

Chairman  IIaydkn.  Thank  you,  sir. 

(The  statement  referred  to  follows:) 

The  American  Veterans  Committee  has  throughout  this  session  of  the  86th 
Congress  concentrated  attention  in  both  Houses  of  the  Congress  on  strengthen- 
ing the  Development  Loan  Fund  anil  sustaining  this  country’s  technical  as- 
sistance program  at  a high  level.  Neither  the  House  nor  the  Senate  has  seen 
fit  to  authorize  expenditures  for  these  two  activities  of  the  mutual  security 
program  in  amounts  which  AVC  considers  adequate.  The  matter  of  authoriza- 
tions is,  however,  no  longer  within  our  sphere  of  influence.  I am  here  today, 
thanks  to  the  grnciousness  of  this  distinguished  committee,  to  join  with  many 
other  witnesses  for  public  organizations  in  urging  tbe  restoration  of  reductions 
made  in  the  House,  particularly  as  they  affect  the  Development  Loan  Fund  and 
the  technical  assistance  program, 

Eearlier  In  this  session,  in  testimony  before  the  Senate  Foreign  Relations 
Committees  AVC  supported  the  Fulbright  amendment  which  would  have  extended 
tiie  life  of  the  I)LF  for  ,r>  years,  with  lending  authority  nt  the  rate  of  $1.6  billion 
each  year.  The  Fulbright  amendment  failed,  and  out  of  the  Senate-House 
conference  came  a 2-year  authorization  for  the  DLF  of  .$700  million  for  fiscal 
year  1960  and  $1.2  billion  for  fiscal  year  1901.  Subsequent  House  action  actually 
appropriated  $550  million  for  fiscal  year  I960,  u reduction  of  $150  million  for 
this  year. 

AVC  believes  that  the  concept  out  of  which  grew  the  DLF  represents  an 
encouraging  advance  in  our  approach  to  the  administration  of  the  foreign  aid 
program.  We  believe  that  the  lesser  developed  countries  which  are  capable  of 
efficiently  absorbing  capital  overwhelmingly  prefer  economic  assistance  in  the 
form  of  loans  which  may  be  repaid  on  a long-term  basis.  The  DLF  offers  these 
countries  aid  on  terms  for  which  they  are  searching  and  we  ask  your  committee 
to  recommend  to  the  Senate  the  full  appropriation  of  the  $700  million  authorized. 
We  also  urge  your  committee  to  recommend  to  the  Senate  the  authorized  ap- 
propriation of  $1.2  billion  authorized  for  fiscal  year  1961.  We  consider  such 
en  appropriation  vital  to  efficient  program  planning  by  the  DLF. 

On  die  other  hand,  we  must  not  overlook  the  existence  of  more  underdeveloped 
countries  which  are  not  yet  at  a point  in  their  economic  development  to  inde- 
pendently handle  loans  of  the  kind  made  by  the  DLF.  It  is  with  the  critical 
needs  of  these  countries  in  mind  that  AVO  urges  your  committee  to  restore  the 
$29,500  million  cut  made  by  the  House  in  funds  for  the  technical  assistance  pro- 
gram for  fiscal  year  I960,  and  recommend  to  the  Senate  the  full  appropriation  of 
the  $170,500  million  authorized. 

Before  concluding  my  testimony,  I wish  to  refer  briefly  to  an  amendment  to 
H.R.  8385  introduced  by  Senator  Hubert  H.  Humphrey  which  would  appropriate 
$400,000  to  the  Department  of  State  for  certain  foreign  policy  studies,  including 
arms  control  studies.  In  its  1959-60  platform  on  international  affairs,  AVC  calls 
for  strengthening  the  military  defenses  of  the  non-Communlst  world.  In  the 
words  of  the  platform,  however;  “We  hope  that  the  leaders  of  all  nations  are 
aware  that  in  this  nuclear  missile  age  the  avoidance  of  war  between  major  powers 
has  become  an  essential.  The  controlled  reduction  of  all  armaments  and  the 
abolition  of  atomic  weapons  muBt  continue  to  be  a central  objective  of  U.S. 
policy — a disarmament  which  is  reliably  policed  and  enforced,”  We  therefore 
urge  the  Senate  Appropriations  Committee  to  include  Senator  Humphrey’s  amend- 
ment to  this  year’s  mutual  security  appropriation  bill. 
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Americans  fob  Democratic  Action 

STATEMENT  OF  EDWARD  D.  HOLLANDER,  NATIONAL  DIRECTOR 

General  Statement 

Chairman  Hayden.  Mr.  Edward  D.  Hollander,  national  director 
of  Americans  for  Democratic  Action. 

Mr.  Hollander.  Good  morning,  Senator. 

I would  like  permission  to  have  at.  the  table  with  mo  Mr.  William 
Taylor,  legislative  representative  of  ADA. 

With  your  permission,  I would  like  to  place  in  the  record  the  short 
statement,  which  wo  have  submitted  to  the  committee. 

Chairman  Haydkn.  That  may  he  done. 

Mr.  Hollander.  And  speak  very  briefly  in  summary  of  it  and  to 
several  points  within  it. 

We  would  urge  the  committee  to  restore  to  the  appropriations  sev- 
eral of  tho  funds  which  the  House  cut.  ADA  has  from  the  vary  be- 
ginning of  its  existence  been  strongly  in  favor  of  all  of  the  programs 
of  international  rooperation  andn  mutual  security,  going  back  to 
point  4. 

Our  annual  conventions  have  repeatedly  gone  on  record  in  this  re- 
spect and  we  have  from  time  to  time,  come  forward  with  ideas  on  these 
subjects,  some  of  which  I am  happy  to  say  have  been  adopted  by  the 
Government  and  by  the  Congress  after  a while. 

TECTtNICAT.  COOPERATION 

We  would  like  particularly  to  plead  with  you  on  the  question  of 
the  cut  which  tho  House  made  in  the  appropriations  for  technical  co- 
operation which  has  always  seemed  to  ns  to  bo  the  best,  investment 
in  economic  development  and  in  social  progress  throughout  the  world 
which  the  United  States  was  able  to  make  in  its  own  interest. 

We  are  aware  that  some  questions  have  been  raised  about,  the  ability 
to  recruit  sufficient  technically  qualified  people  to  carry  on  these  pro- 
grams and,  of  course,  if  it  is  impossible  to  recruit  them,  this  might 
set,  limits  on  it,  but.  we  certainly  hope  that  the  Congress  and  your 
committee  particularly,  will  avoid  placing  arbitrary  financial  ceilings 
on  this  and  provide  the  maximum  incentive  to  the  Government  to  re- 
cruit. technically  qualified  people  to  carry  on  this  very  valuable 
program. 

DEVELOPMENT  LOAN  FOND 

We  hope  also  that  you  will  appropriate  the  full  $700  million  au- 
thorized for  the  Development  Loan  Fund.  We  are  among  those  who 
feel  that,  the  amount  that  was  originally  authorized  was  not  as  much 
as  would  be  in  the  interest,  of  the  country. 

We  remember  very  well  that-  spokesmen  for  the  administration  only 
a few  months  ago  were  advocating  a billion  dollars  a yenr  with  a long- 
term commitment  of  5 years  and  we  believe  that  the  amount  that  was 
included  in  the  authorization  and  in  the  House  action  is  certainly 
a minimum. 

We  note  also,  sir,  the  suggestions  that-  are  coming  forward  for  the 
establishment  of  an  international  development-  association  which,  in- 
cidentally, we  have  advocated  as  long  ago  as  5 years  back  and  we  cer- 
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tuinly  hope  that  this  will  not  he  construed  as  an  argument  against 
adequate  support  for  the  Development  Loan  Fund. 

In  terms  of  ihe  objectives  of  the  U.S.  foreign  policy,  these  we  believe 
are  not  conflicting,  but  supplementary. 

IDA  would  advocate  a much  needed  vehicle  for  international  coop- 
eration in  international  development  and  a means  for  enlisting  tin  an - 
eial  support  internationally  on  a broader  base. 

The  amounts  being  proposed  for  IDA,  a billion  dollars  over  f>  years, 
would  fill  only  part  of  the  gap  between  the  needs  for  oversea  invest- 
ment and  the  available  funds  from  the  United  States  and  other 
countries. 

Tl  ic  DDF  with  its  greater  funds  and  greater  flexibility  from  the 
point  of  view  of  1J.S.  foreign  policy  would  still  he  the  principal  in- 
strument of  U.S.  policy  for  economic  development. 

ARMS  C'O.VIKOl,  STUMKH 

I would  like  to  second  what  the  preceding  witness  said,  sir,  in  urg- 
ing you  to  appropriate  the  $500, 000  for  arms  control  studies  which 
Senator  Humphrey  has  proposed. 

As  we  have  said  here  m tne  statement,  it  has  certainly  been  proven 
by  the  course  of  these  negotiations  with  the  Soviet  Union  on  this  sub- 
ject that  our  representatives  should  come  as  fully  informed  and  as 
well  prepared  as  possible  at  the  conference  table  on  this  difficult  and 
treacherous  subject. 

Thank  you,  sir. 

1’ltKPAUKU  STATl'.UKNT 

Chairman  Hayden.  Thank  you  for  your  statement,  Mr.  Hollander. 

Your  statement  will  be  included  in  the  record. 

(The  statement  referred  to  follows:) 

Mr.  Chairman  and  members  of  tbe  committee,  iny  name  Ik  Edward  D.  Hol- 
lander, and  I am  apiienring  today  on  behalf  of  Americana  for  Democratic  Aetlou, 
In  my  capacity  as  national  director.  Our  organization  appreciates  the  oppor- 
tunity to  testify  before  your  committee  in  support  of  adequate  appropriations 
for  the  Mutual  Security  Act  of  1059,  in  accordance  with  the  resolutions  of  our 
annual  conventions. 

Mr.  Chairman,  we  are  nearing  the  end  of  the  annual  and  painful  pilgrimage 
this  legislation  makes  through  the  halls  of  Congress.  As  in  past  years,  an 
already  Inadequate  program  has  suffered  severe  cuts  at  the  hands  of  the 
Appropriations  Committee  of  the  House  of  Representatives,  and  as  usual  we 
are  asking  you  to  appropriate  up  to  the  figures  earlier  authorized  by  both 
Houses. 

As  compared  with  previous  years,  there  have  been  both  enrouruging  and 
discouraging  features  In  this  year’s  legislative  history.  On  the  encouraging 
side,  I should  like  to  pay  tribute  to  the  efforts  made  in  both  Houses  to  increase 
the  amount  and  the  duration  of  the  aid  beyond  that  asked  by  the  administra- 
tion— the  first  serious  effort  of  tills  sort  In  the  years  during  which  we  have  been 
appearing  In  support  of  oversea  old. 

These  efforts  have,  of  course,  not  achieved  anything  like  complete  success. 
But  It  Is,  in  our  view,  highly  significant  that  support  of  the  Development  Loan 
Fund  to  the  extent  of  $1.1  billion  haB  been  authorized  for  fiscal  year  1961,  in 
addition  to  the  $700  million  authorized  for  fiscal  year  I960,  thus  giving  con- 
gressional recognition  to  the  need  both  for  more  adequate  funds  and  for  greater 
continuity  in  our  assistance  to  the  developing  nations. 

Let  me  also  mention,  on  the  i>osltive  side,  the  transfer  to  the  Defense  Depart- 
ment budget  of  military  assistance  funds,  on  an  experimental,  2-year  basis. 
This  is  a significant  step  toward  the  separation  of  military  from  technical  and 
economic  assistance,  which  our  organization  and  others  have  long  advocated. 
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I welcome  also  the  new  language  lu  the  act,  which  puts  the  emphasis  uix>n  its 
positive  and  constructive  aspects. 

Tho  chief  damage  done  to  the  act  is  damage  which  it  Is  within  your  power 
to  repair — lu  the  sums  appropriated  by  the  House  In  several  categories.  The 
most  deplorable  aud  unex]>ected,  in  our  view,  is  the  reduction  In  the  appropria- 
tions for  technical  cooperation,  Hitherto,  this  effective  and  relatively  inex- 
pensive aspect  of  the  oversea  aid  program  hns  enjoyed  almost  universal  support. 

Tho  reduction  is  based,  as  we  understand  It,  on  the  possibility  that  the 
Government  may  not  be  able  to  recruit  sufficient  qualified  technicians  to  imple- 
ment the  full  program.  This  may  turn  out  to  be  the  case — we  do  not  have  the 
power  totalitarian  governments  like  that  of  the  Soviet  Union  enjoy,  to  conscript 
the  needed  technicians,  Hut,  if  technicians  do  become  available — as  we  hope 
they  will — it  would  be  deplorable  not  to  be  able  to  put  them  to  work  for  lack 
of  funds. 

This  Is  yet  another  illustration  of  the  cver-bn re-cupboard,  empty-pipeline 
theory  of  oversea  aid,  which  we  have  heard  too  often  expressed  In  Congress. 
No  great  business  enterprise  would  function  on  the  hand-to-mouth  basis  which 
congressional  critics  of  the  oversea  nid  program  seem  determined  to  Impose 
upon  it. 

The  technical  assistance  program  cannot,  of  course,  proceed  faster  Hum  the 
availability  of  technicians  permits.  And  the  Development  Loan  Fund  in  any 
case  must  be  restricted  to  projects  which  are  sound  and  constructive.  These 
proper  operating  standards  in  themselves  will  set  the  pace  at  which  the  oversea 
aid  program  can  develop  and  grow.  It  is  therefore  not  only  unnecessary  hut 
harmful  and  self-defeating  to  Impose,  in  additiou,  arbitrary  and  restrictive 
financial  ceilings. 

For  tills  reason,  we  hope  that  you  will  appropriate  the  full  $700  million 
authorized  for  the  Development  Loan  Fund — a sum  recognized  ns  Inadequate 
even  by  administration  spokesmen,  who  ns  recently  ns  November  were  speaking 
in  terms  of  $1  billion  a year  for  5 years. 

In  passing,  we  note  that  the  imminent  establishment  of  the  International 
Development.  Association — which  we  have  long  advocated  and  supported — has, 
unfortunately,  been  used  as  an  argument  against  adequate  support  for  the  De- 
velopment Loan  Fund.  In  terms  of  the  objectives  of  U.S.  foreign  policy,  these 
are  not  conflicting  but  supplementary.  The  IDA  would  provide  a much-needed 
vehicle  for  international  cooperation,  and  a means  of  enlisting  financial  support 
on  a broader  base.  But  the  amounts  proposed — $1  billion  over  5 years — would 
fill  only  a part  of  the  gap  between  oversea  investment  needs  and  available 
funds.  DLF,  with  its  greater  funds  and  greater  flexibility,  would  still  be  the 
principal  instrument  of  U.S.  policies  for  economic  development. 

Two  of  the  least  understandable  and  least  excusable  injuries  Inflicted  upon 
the  Mutual  Security  Act  relate  to  international  programs  In  which  the  United 
States  has  taken  leadership  at  the  United  Nations — “atoms  for  peace"  and  the 
World  Refugee  Year. 

We  can  all  remember  the  enthusiasm  which  greeted  the  launching  of  the 
“atoms  for  peace"  idea  In  an  address  to  the  U.N.  General  Assembly  by  President 
Eisenhower  himself.  That  program  has  not  developed  to  the  extent  that  many 
of  use  have  hoped.  But  the  remedies  lie,  not  in  drastic  curtailment  of  appropri- 
ations, but  In  a different  U.S.  attitude  toward  the  program  and  administrative 
reforms  In  the  International  Atomic  Energy  Authority. 

Even  more  inexcusable  is  the  blow  struck  at  the  noble  concept  of  n World 
Refugee  Year,  whleh  won  universal  support  at  the  United  Nations,  with  the 
significant  exception  of  the  Soviet  Union  and  its  camp  followers.  They  must  be 
pleased  that  pennyplnchers  In  Congress  are  doing  the  hatchet  work  which  they 
began  In  the  U.N.  debates. 

Mr.  Chairman,  as  you  know,  the  administration  has  for  a number  of  years 
maintained  the  position  that  large-scale  multilateral  aid  must  wait  upon 
measures  of  effective  disarmament  and  financial  savings  which  would  result 
thereform.  We  have  always  held  the  view  that  we  can  afford  both  adeqnnte 
armament  and  an  adequate  aid  program— but  we,  of  course,  fully  recognize  and 
appreciate  the  larger  vistas  whleh  disarmament  would  open. 

We  therefore  earnestly  hope  that  you  will  see  fit  to  appropriate  $500,000 
for  nrms  control  studies,  a sqm  which  the  State  Department  has  requested,  hut 
which,  as  you  know,  hns  failed  of  inclusion  in  the  State,  defense,  and  supple- 
mental appropriations  because  of  technical  difficulties.  If  there  is  one  lesson 
which  we  should  have  thoroughly  learned  in  the  course  of  negotiations  with 
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the  Soviet  Union,  it  i»  that  our  representatives  must  come  as  fully  informed 
ami  prepared  us  possible  to  the  conference  table. 

Mr.  Chairman,  let  me  conclude  by  a brief  reference  to  tbe  current  investiga- 
tion of  our  aid  program  in  Vietnam,  Charges  of  waste  and  corruption  have 
been  made  In  a sensational  series  of  newspaper  articles,  and  are  currently  being 
exaiuiued.  Yet,  in  this  same  series  of  articles,  there  is  tucked  away  the 
sentence : 

“True  enough,  we  have  accomplished  our  main  mission.  We  have  kept  Viet- 
nam from  Communist  conquest  and  from  economic  collapse." 

Let  me  underline  that  a hit.  Five  years  ago  there  was  a strong  body  of 
American  opinion  that  truncated,  chnos-rldden  South  Vietnam  could  not  possibly 
survive.  This  opinion,  indeed,  was  almost  universally  held  abroad. 

In  5 short  years,  free  Vietnam  has  achieved  not  only  economic  stability  but 
the  respect  and  friendship  of  the  community  of  free  nations,  and  most  notably 
of  Its  neighbors.  This  is,  in  the  truest  sense,  an  achievement  of  the  American 
and  Vietnamese  peoples,  working  together.  We  should  be  proud  of  It,  not 
ashamed. 

It  Is  high  time  we  stopped  behaving  as  though  we  regarded  ourselves  ns  a 
collection  of  unsophisticated  yokels,  forever  being  sold  the  Brooklyn  Bridge  by 
the  city  slickers  of  Asia.  Mistakes  will  be  maue,  as  they  will  be  in  any  great 
enterprise.  But  their  consequences  will  not  be  uuytklng  like  as  disastrous  as 
those  of  doing  uotblng — or  of  doing  too  little,  too  late. 

We  hear  much  of  the  ugly  American.  But  the  ugliest  face  America  can  pre- 
sent to  the  world  is  that  of  pennypinchlng  in  the  midst  of  prosperity  beyond 
the  boldest  dreams  of  the  developing  nations.  You  have  the  opportunity  to 
present — to  our  friends  and  to  our  enemies— the  true  face  of  America,  construc- 
tive, eontident  and  realistic  In  Its  ability  to  work  fruitfully  together  with  the 
other  free  peoples  of  tile  world.  We  urge  you  to  take  this  opportunity  to  get 
on  with  this  most  important  task  of  U S.  foreign  policy  by  appropriating  the 
full  amounts  authorized  in  this  act  for  technical  nnd  economic  assistance. 

Ameiucan  Association  op  University  Women 

STATEMENT  OF  MRS,  HELEN  HARRIS,  REPRESENTATIVE 


General  Statement 


Chan-man  Hayden.  Mrs.  Helen  Harris,  former  international  rela- 
tions chairman  for  the  State  of  Virginia  Division  of  the  American 
Associat  ion  of  University  Women. 

Mrs.  Harris.  Mr.  Chairman,  I would  like  to  introduce  Mrs.  Bain, 
our  legislative  program  committee  chairman. 

Chairman  Haydf.n.  Your  statement  will  be  included  in  the  record 
coinpletely.  We  shall  he  glad  to  have  you  highlight  it. 

Mi-s.  Harris.  I am  Mrs.  Helen  Harris,  past  international  relations 
chairman  for  the  Virginia  State  Division  of  the  American  Association 
of  University  Women,  and  I am  here  to  represent  the  AAUW  in 
support  of  appropriations  for  the  mutual  security  program. 

With  a membership  of  over  140,000  college  women  organized  in 
1,437  branches  in  the  50  States,  Guam,  and  the  District  of  Columbia, 
the  American  Association  of  University  Women  lias  a long  record  of 
study  and  action  toward  increasing  international  understanding 
which,  in  fact,  dates  back  to  the  years  just  following  World  War  I. 

This  interest  was  reaffirmed  as  recently  as  June  21  when  the  dele- 
gates to  the  national  biennial  convention  unanimously  adopted  the 
following  item: 


Support  of  a constructive  foreign  policy  implemented  under  existing  constitu- 
tional provisions  nnd  designed  to  develop  conditions  favorable  tc  democracy, 
economic  well-helng,  security,  nnd  pence  throughout  the  world  by  working  for 
such  objectives  as — - 

A.  Liberalizing  International  trade; 
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B.  Expanding  programs  for  sound  technical  nsalstniieo  and  economic 
development. 

eurroHTor  mutual  SKia'inr*  fbockam 

The  support  of  the  Association  for  the  principles  advocated  in  the 
mutual  security  program  is  older  than  the  mutual  security  program 
itself.  It  goes  back  to  the  days  of  the  inception  of  the  Marshall  plan 
and  to  the  early  postwar  period  when  the  AAITYV  hastened  to  bring 
to  this  country  European  women  scholars  whose  work  had  been  dis- 
rupted by  the  war. 

Since  those  days  the  AAI7W  has  spout  well  over  a million  dollars, 
as  an  expression  of  faith  of  American  college  women  in  international 
cooperation,  as  the  best  means  for  (lie  preservation  of  the  free  world, 
in  bringing  to  and  supporting  in  Iho  United  States  women  students 
who  wish  to  study  in  this  country. 

After  these  many  years  of  intensely  interested  observations,  (lie 
AAUW  continues  to  support  the  mutual  security  program  whole- 
heartedly, in  spite  of  errors  in  programing  and  implementation 
which,  even  though  partial^7  inevitable,  have  been  so  publicized. 

In  fact,  we  wish  to  express  regret  that,  in  the  last  few  months  we 
have  witnessed  the  discard  of  recommendations  made-  to  the  adminis- 
tration and  to  the  foreign  relations  committees  of  both  Houses  for 
strengthening  the  program. 

We  also  regret  tne  weakening  or  discarding  on  the  House  and  Sen- 
ate floois  of  proposals  mode  by  the  administration  and  these  foreign 
relations  committees  which  would  broaden  and  finance  the  mutual 
security  program  for  long  enough  periods  of  time  to  provide  cer- 
tainty of  funds  to  those  countries  participating  in  the  program. 

dbvelopmknt  loan  fund 

Wo  speak  in  particular  of  the  Development  Loan  Fund. 

In  1056  when  proposing  the  establishment  of  the  Development 
Loan  Fund,  the  administration  requested  an  authorization  of  $2 
billion  for  a 3-year  period. 

Instead,  the  Congress  has  authorized  $500  million  for  the  first  year, 
$625  million  for  the  second,  nnd  $700  million  for  fiscal  1960. 

But,  as  we  need  not  point  out  to  this  committee,  only  $850  million 
including  tho  supplemental  appropriation  to  the  Development  Loan 
Fund  made  in  this  session  of  Congress,  has  been  appropriated.  We 
find  these  figures  hard  to  reconcile  with  the  fact  of  the  ever  growing 
awareness  in  this  country  that  we  can  live  in  a better  world  for  our- 
selves and  others  if  we  use  our  resources  wisely  to  build  such  a world. 

And  the  American  Association  of  University  Women  wishes  to 
state  its  belief  in  the  desirability  of  language  which  expresses  the  in- 
tent of  Congress  to  appropriate  the  $1.1  billion  authorized  for  the 
Development  Loan  Fund  for  fiscal  1961  in  the  Senate  appropriation 
bill. 

We  also  wish  to  urge  the  appropriation  of  the  $700  million 
authorized  by  Congress  for  fiscal  1960. 

We  wish  to  speak  to  the  cut  made  in  the  House  in  the  appropriation 
for  the  technical  cooperation  program.  We  have  within  our  mem- 
bership nationally  distinguished  women  who  have  had  the  oppor- 
tunity to  observe  or  to  work  at  first  hand  with  these  technical  as- 
sistance programs. 
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We  wish  tlmt  we  wore  able  to  communicate  to  you  their  faith  in  the 
success  of  this  patience-demanding  task  of  providing  technical  knowl- 
edge in  Helds  which  range  from  health  to  light  industry. 

hacking  that  ability  we  wish  to  go  on  record  as  supporting  restora- 
tion of  Jlio  $2H.5  million  cut,  from  the  $170.5  million  requested  by  the 
administration  and  authorized  by  Congress  for  technical  corporation 
programs. 

Another  cut  in  funds  which  members  of  the  association  find  hard 
to  reconcile  with  need  is  that  made  in  the  sums  requested  for  the 
administration  of  the  mutual  security  program. 

In  our  opinion  there  would  be  greater  wisdom  in  improving  per- 
sonnel by  oJl'ering  career  status  and  salaries  adequate  to  attract  out- 
standing individuals  to  the  program  than  in  slashing  its  administra- 
tion funds. 

We  wish  to  thank  the  members  of  this  committee  for  the  privilege 
of  again  appearing  before  them  in  support  of  a program  in  which 
we  believe  so  firmly  as  a means  toward  building  a better  world  for 
ourselves  nnd  for  others. 


rUKCARKI*  STATEMENT 

Since  I have  cut  my  statement,  may  I request  that  the  full 
statement  be  included  in  the  committee’s  record? 

Chairman  Hayden.  That  may  be  done. 

Thank  you. 

(The  statement  referred  to  follows:} 

Statement  in  Support  of  Appropriations  For  the  Mutual  Security  Program 
dy  Mrs.  Helen  Harris  on  Beiialf  up  Dr.  Catherine  Sims,  Chairman, 
International  Relations  Committee;  and  Mrs.  \V.  M.  Bain,  Chairman, 
Legislative  Prooram  Committee;  American  Association  op  University 
Won  EN 

Mr.  Chairman  and  members  of  the  committee,  I am  Mrs.  Helen  Harris,  past 
international  relations  chairman  fur  the  Virginia  Stnte  Division  of  the  Ameri- 
can Association  of  University  Women,  and  1 am  here  to  represent  the  AAUW  In 
support  of  appropriations  for  the  mutual  security  program. 

With  a membership  of  over  140,000  college  women  organized  in  1,437  branches 
In  the  60  States,  Guam,  and  the  Dlatrfct  of  Columbia,  the  American  Association 
of  University  Women  has  a long  record  of  study  and  action  toward  increasing 
international  understanding  which,  lu  fact,  dates  back  to  the  years  just  fol- 
lowing World  War  I.  This  interest  was  reaffirmed  as  recently  as  June  21, 
when  the  delegates  to  the  national  biennial  convention  unanimously  adopted 
the  following  Item : 

Support  of  a constructive  foreign  policy  Implemented  under  existing 
constitutional  provisions  and  designed  to  develop  conditions  favorable  to 
democracy,  economic  well-being,  security,  and  peace  throughout  the  world 
by  working  for  such  objectives  us : 

(а)  Liberalizing  international  trade. 

(б)  Expanding  programs  for  sound  technical  assistance  and  economic 
development. 

The  support  of  the  association  for  the  principles  advocated  in  the  mutual 
security  program  is  older  than  the  mutual  security  program  itself.  It.  goes 
back  to  the  days  of  the  inception  of  the  Marshall  plan  and  to  the  early  postwar 
period  when  the  AAUW  hastened  to  bring  to  this  country  European  women 
scholars  whose  work  had  been  disrupted  by  tbe  war.  Since  those  days  the 
AAUW  has  spent  well  over  a million  dollars,  as  an  expression  of  the  faith  of 
American  college  women  In  International  cooperation  as  the  best  means  for  the 
preservation  of  the  free  world,  In  bringing  to  nnd  supporting  in  the  U.S.  women 
students  who  wish  to  study  in  this  country. 
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After  thoao  many  years  of  Intensely  interested  observation,  the  AAUW  con- 
tinues to  support  the  imituul  security  program  wholeheartedly — in  spite  of 
errors  in  programing  aiul  Implementation  which,  even  though  partially  iuevl- 
table,  have  been  so  publicized.  In  fact  we  wish  to  express  regret  that  iu  the  last 
few  months  we  have  witnessed  the  discard  of  recommendations  made  to  the 
administration  nnd  to  the  Foreign  Relations  Committees  of  both  Houses  for 
strengthening  the  program.  We  also  regret  the  weakening  or  discarding  on 
the  House  mid  Senate  iloors  of  proposals  made  by  the  administration  and 
these  Foreign  Relations  Committees  which  would  broaden  and  finance  the 
mutual  security  program  for  long  enough  periods  of  time  to  provide  certainty 
of  funds  to  those  countries  participating  in  the  program.  We  speak  in  particular 
of  the  Development  Loan  Fund. 

Iu  1056,  when  proposing  the  establishment  of  the  Development  Loan  Fund, 
the  administration  requested  an  authorization  of  $2  billion  for  a 3-ycnr  period. 

Instead  the  Congress  has  authorized  $500  million  for  the  first  year,  $025 
million  for  the  second,  and  $700  million  for  llncnt  year  1060.  Huh  ns  we  need 
not  point  out  to  this  committee,  only  $N50  million,  Including  the  supplemental 
appropriation  to  the  Development  Loan  Fund  made  In  this  Rcsslon  of  Congress, 
has  boon  appropriated.  We  find  these  figures  hard  to  reconcile  with  the  fact 
of  the  ever-growing  nwnreness  in  this  country  that  we  can  live  in  a better 
world  for  ourselves  and  others  if  we  use  our  resources  wisely  to  build  such 
a world. 

Our  purpose  in  discussing  those  authorizations  and  subsequent  appropriations 
for  the  Development  Doan  Fund  is  to  remind  this  committee  of  embarrassment 
to  the  United  States  thnt  has  arisen.  Some  of  the  countries  participating  Iu  the 
Development  Loan  Fund  have  not  yet  developed  a comprehensive  knowledge  of 
those  of  our  legislative  processes  which  Inevitably  result  in  an  annual  struggle 
over  the  mutual  security  program  on  both  authorization  and  appropriation 
legislation.  We  wish  to  ]H>iut  out  that  invariably  it  is  the  authorization  legis- 
lation which  receives  the  greatest  amount  of  headline  spnee,  both  here  and 
abroad.  This  circumstance  makes  extremely  difficult  the  task  of  explaining  to 
the  people  of  our  own  country,  much  less  to  the  people  of  other  countries  who  are 
less  enlightened  about  our  procedures,  that  authorization  legislation  does  not 
constitute  a commitment. 

Therefore,  ill  will  and  misunderstanding  in  our  relationships  with  other  coun- 
tries will  persist  in  some  instances  nnd  we  will  continue  to  provide  the  Soviet 
propaganda  machine  with  excellent  materials  for  useful  misinterpretation  as 
long  as  we  follow  the  procedure  of  annual  authorization  and  appropriation  for  the 
mutual  security  program  rather  than  authorizations  to  expend  from  public  debt 
receipts, 

We  will  then  inadvertently  defeat  one  of  our  principal  goals— that  of  cheating 
good  will,  thereby  establishing  for  ourBelves  potential  allies  and  probable  markets 
for  our  economy. 

We  should  bIso  like  to  suggest  to  this  committee  that  unfortunately  in  each 
of  the  years  since  the  creation  of  the  Development  Loan  Fund  the  mutual  security 
legislation  has  been  enacted  after  the  fiscal  year  1b  well  underway.  Again  it 
seems  needless  to  point  out  to  an  Appropriations  Committee  that  shortened  fiscal 
year  does  not  lead  to  truly  successful  programing  and  businesslike  spending. 

Thus  we  defeat  a second  of  the  principal  goals  of  the  program — that  of  con- 
tributing to  the  planned  growth  of  underdeveloped  areas  while  At  the  same  time 
building  confidence  In  the  good  will  of  the  United  States  toward  less  favored 
nations. 

With  these  points  in  mind  the  American  Association  of  University  Women 
wishes  to  state  its  belief  in  the  desirability  of  language  which  expresses  the  Intent 
of  Congress  to  appropriate  the  $1.1  billion  authorized  for  the  Development  Loan 
Fund  for  fiscal  1961  in  the  Sennte  appropriations  bill.  We  also  wish  to  urge  the 
appropriation  of  the  $700  million  authorized  by  Congress  for  fiscal  i960. 

We  wish  to  speak  to  the  cut  made  in  the  House  in  the  appropriation  for  the 
technical  cooperation  program.  We  have  within  our  membership  nationally 
distinguished  women  who  have  have  had  the  opportunity  to  observe  or  to  work  at 
firsthand  with  these  technical  assistance  programs.  We  wish  we  were  able  to 
communicate  to  you  their  faith  In  the  success  of  this  patience-demanding  task 
of  providing  technical  knowledge  in  fields  which  range  from  health  to  light  in- 
dustry. tacking  that  ability  we  wish  to  go  on  record  as  supporting  restoration  of 
the  $29.5  million  cut  from  the  $179.5  million  requested  by  the  administration  and 
authorized  by  Congress  for  technical  cooi>eratlon  programs. 
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Another  cut  Jo  funds  which  members  of  the  association  find  hard  to  reconcile 
with  need  is  that  made  in  the  sums  requested  for  the  administration  of  the 
mutual  security  program.  As  we  are  all  aware,  administration  has  been  one  of 
the  points  of  attack  upon  the  program.  In  our  opinion  there  would  be  greater 
wisdom  in  improving  personnel  by  offering  career  status  and  salaries  adequate 
to  attract  outstanding  individuals  to  the  program  than  in  slashing  its  adminis- 
tration funds. 

We  wish  to  thank  the  members  of  this  committee  for  the  privilege  of  again 
appearing  before  them  in  support  of  a program  in  which  we  believe  so  (irmly  as 
a means  toward  building  a better  world  for  ourselves  and  for  others. 

Cooperative  League  of  USA 

STATEMENT  OF  WALLACE  J.  CAMPBELL,  DIRECTOR,  WASHINGTON 

OFFICE 

General  Statement 

Chairman  Hayden.  Mr.  Wallace  J.  Campbell,  director  Washington 
office  of  the  Cooperative  League  of  the  United  States  of  America. 

Mr.  Campbell.  Thank  you  very  much,  Mr.  Chairman  and  members 
of  the  committee. 

If  I may,  with  your  permission,  I would  like  to  file  my  statement 
as  part  of  this  record  and  then  summarize  various  aspects  of  it. 

First,  I would  like  to  point  out  that  while  I can  only  speak  for  my 
own  organization,  I think  our  membership  is  fairly  typical  of  most 
of  the  American  people  and  the  13  million  members  of  the  Cooperative 
League  have  indicated  repeatedly  their  very  strong  support  of  the 
mutual  security  program. 

I think  they  are  as  near  typical  American  people  as  you  would  find 
anywhere.  The  majority  are  farmers  in  various  types  of  farm  supply, 
electric,  credit,  consumer,  and  other  types  of  cooperatives. 

We  not  only  believe  that  the  Government  should  do  it,  but  we  feel 
deeply  enough  about  helping  the  less  developed  countries  that  we  are 
digging  in  our  own  pockets  to  do  something  for  it  ourselves.  We  have 

Seople  selected  by  the  Cooperative  League  and  financed  by  them 
elping  people  in  Laos,  Cambodia,  Vietnam,  India,  Italy,  the  Carib- 
bean, organized  cooperatives  of  various  kinds,  credit  cooperatives, 
marketing  and  supply  cooperatives,  to  help  themselves. 

We  are  also  members  of  the  Cooperative  for  American  Relief  Every- 
where, better  known  as  CARE.  We  and  26  other  organizations  put 
up  the  original  money  to  finance  that  and  do  a great  deal  of  the  work 
to  raise  the  funds  that  are  used  in  the  CARE  program. 

I think  this  committee  will  be  pleased  to  know  that  one-third  of 
the  cash  that  was  contributed  to  CARE  last  year  was  for  self-help 
programs;  plows,  hnndtools,  and  medical  equipment,  to  help  the 
people  to  help  themselves. 

CARE  PBOOBAM 

Senator  Ellender.  Do  you  know  what  the  contributions  are  now? 
Mr.  Campbell.  With  the  $7 *4  million  last  year — with  the  help  of 
the  U.S.  Government,  we  were  able  to  stretch  to  distribute  about  $40 
million  worth  of  relief  goods. 

As  you  know  so  well.  Senator  Ellender,  and  other  members  of  this 
committee,  CARE  secures  surplus  agricultural  commodities  and  dis- 
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tributes  them  in  about  26  countries  of  the  world  and  supervises  distri- 
bution right  to  the  actual  point  of  consumption  of  the  goods  so  that 
they  do  not  compete  in  any  way  with  American  markets  for  agricul- 
tural goods. 

Senator  Ellender.  What  proportion  of  the  CARE  contribution  is 
furnished  by  the  U.S.  Government  ? 

Mr.  Campbell.  The  only  cash  comes  from  our  contributors,  Sena- 
tor; that  is  nongovernmental  people.  That  is  $7^2  million. 

Then  wo  secure  from  the  Federal  Government  the  commodity  at 
Commodity  Credit. 

The  ocean  freight  is  reimbursed  through  CAKE  after  we  have 
paid  it. 

ocean  freight 

Senator  Ellender.  That  ocean  freight  is  reimbursed  from  the 
Treasury  of  the  United  States  ? 

Mr.  Campbell.  That  is  right.  So  that,  actually  the  Government's 
contribution  makes  it  possible  to  stretch  this  $7*4  million  voluntary 
contribution  to  actually  do  about  $40  million  worth. 

Senator  Ellender.  In  other  words;  the  Federal  Government  con- 
tributes the  difference  between  $40  million  and  $7V&  million? 

Mr.  Campbell.  I don’t  think  you  can  look  at  it  that  way.  We, 
through  the  people  who  contribute  ft  dollar  or  $10  to  CAKE,  make 
it  possible  to  use  this  agricultural  surplus  in  a way  that  the  Federal 
Government,  acting  just  as  a government,  could  not  do  as  effectively. 
So  it  is  ft  cooperative  enterprise  between  the  local  contributor  and  our 
organization  and  the  Federal  Government. 

Senator  Ellender.  I am  not  ouestioning  it.  I am  just  trying  to 
find  out  how  much  is  really  being  furnished  by  us. 

When  I say  “us,”  I mean  the  “Government.” 

Mr.  Campbell.  Something  over  $26  million  worth  of  agricultural 
commodities  measured  at  market. 

Senator  Ellender.  And  the  freight? 

Mr.  Ca mpbell.  And  the  freight,  that  is  right. 

Senator  Ellender.  That  amounts  to  about  $2  million  ? 

Mr.  Campbell.  That  is  right.  This,  I feel,  is  one  of  the  finest  ex- 
amples of  cooperation  between  Government  and  nongovernmental 
organizations  in  doing  the  job  overseas. 

STAMP  PLAN 

We  would  like  to  associate  ourselves  also  with  a statement  made  by 
an  earlier  witness  on  the  importance  of  using  these  agricultural  com- 
modities through  Public  Law  480.  We  are  pleased  with  the  House 
action  yesterday  in  adding  a stamp  plan  for  additional  domestic  use 
of  our  agricultural  surpluses. 

To  get  back  to  our  specific  points,  we  are  strongly  in  support  of 
appropriating  the  full  amount  authorized  by  the  House  and  Senate 
in  the  authorization  bill  as  enacted  and  signed  by  the  President. 

TECHNICAL  ASSISTANCE 

We  are  particularly  interested  in  two  items  which  were  cut  in  the 
House,  One  is  the  cut  in  the  technical  assistance  funds.  We  feel 
that  this  use  of  American  agricultural  experts,  educational  experts, 
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health  exports  overseas  are  some  of  the  very  important  things  tlmt 
we  are  doing  and  we  would  like  to  see  the  full  amount, 

Tlmt  would  be  restoration  of  $25%  million. 

DEVELOPMENT  LOAN  FUND 

One  of  the  other  important  points  wo  look  upon  favorably  is  the 
Development  Loan  Fund.  We  supported  the  Fulbright  amendment, 
so  you  Know  how  all-out  we  are  in  support  of  the  Development  Loan 
Fund. 

We  would  like  to  recommend  that  the  committee  appropriate  the 
$700  million  this  year  as  recommended  by  the  President  and  the 
$1,100  million  us  authorized  in  the  authorization  act  for  fiscal  year 
1001. 

We  would  like  to  point  out  a few  other  things.  The  authorization 
for  refugee  year,  for  the  health  program,  and  specific  programs  for 
education  and  training,  we  feel,  are  of  vital  importance. 

We  would  like  to  see  the  International  Development  Advisory 
Board  come  back  to  its  full  status  in  advising  the  Government,  pro- 
viding a channel  for  nongovernmental  participation  in  some  of  these 
matters. 

I would  like  to  make  one  correction,  if  I may. 

U.N.  TECHNICAL  ASSISTANCE  PROGRAM 

There  was  no  chance  for  research  between  the  time  when  Senator 
Ellender  raised  the  question  about  the  IT.N.  technical  assistance  pro- 
gram. but  one  of  my  associates  did  have  a copy  of  the  earlier  hearings 
on  the  Mutual  Security  Act  and  in  it  on  the  matter  of  the  U.N.  tech- 
nical assistance,  Senator,  the  Assistant  Secretary  of  State  in  Charge  of 
United  Nations  Affairs,  said  that  the  actual  contribution  of  the  United 
States  is  about  40  percent  a year.  This  started  out  with  the  United 
States  contributing  more  than  60  percent  to  the  U.N.  technical 
assistnnce. 

In  1056  the  contributions  of  the  other  countries  passed  the  contri- 
butions of  the  United  States  and  now  it  runs  about  60-40,  with  the  00 
coming  from  the  other  countries. 

We  share  your  feeling  that  these  other  countries  ought  to  be  en- 
couraged to  do  the  maximum  they  can  and  we  were  delighted  to  see 
that  measured  in  terms  of  national  income.  Little  Denmark,  Nether- 
lands, and  Norw  ay  are  ahead  of  the  United  States  in  their  contribu- 
tions— measured  in  terms  of  their  national  income — toward  the  U.N. 
program. 

This  does  not  take  into  account,  of  course,  tlie  fact  that  the  United 
States  has  it  own  program  going,  too ; but  it  is  an  indication  that  these 
other  countries  believe  in  the  program  and  are  willing  to  contribute 
to  it. 

I think  there  has  been  an  encouraging  trend  of  increased  participa- 
tion bv  the  other  countries. 

One  final  word  in  conclusion. 

SPREADING  AMERICAN  IDEAS  ABROAD 

The  mutual  security  program,  we  feel,  should  sell  American  ideas 
overseas  and  help  create  institutions  over  there  that  will  keep  going 
long  a fter  we  cease  our  mutual  aid  program. 
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I think  we  need  to  help  build  democratic  institutions— farm  organi- 
zations like  the  American  organizations,  labor  organizations,  coopera- 
tives such  as  our  own — and  let  people  get  together  and  havo  a 
continuing  body  through  which  they  can  help  themselves. 

We  feel  that  the  encouragment  ox  the  development  of  these  demo- 
cratic economic  institutions  in  those  countries  is  just  as  important  as 
the  money  itself,  because  the  day  may  come  we  have  to  withdraw  from 
our  mutual  security  program.  When  that  comes,  the  kind  of  institu- 
tions that  are  characteristic  of  America,  particularly  of  American 
agriculture,  ought  to  be  there  to  carry  on.  We  woulcl  certainly  urge 
that. 

Chairman  Hayden.  Thank  you  for  your  statement. 

MILITARY  ASSISTANCE 

Senator  Ellender.  I notice  you  and  other  witnesses  have  not  men- 
tioned anything  about  military  assistance.  As  you  know,  some  of  us 
have  been  opposed  to  these  large  amounts  being  made.  I want  to  know 
how  you  feel  about  military  assistance. 

Mr.  Campbell.  Well,  my  own  situation  and  the  situation  of  our 
own  organization  is  that  while  wo  are  very  enthusiastic  about  the 
economic  assistance  program,  wo  are  not  really  competent  in  the  mili- 
tary field  and  we  do  not  testify  before  the  Military  Affairs  Commit- 
tee. Wo  tend  to  depend  upon  the  testimony  of  the  people  who  are 
competent  in  that  field,  and  havo  gone  along  with  the  total  package 
of  economic  and  military  foreign  assistance. 

Our  own  feeling,  however,  both  organizationally'  and  personally, 
is  that  we  would  be  better  off  if  we  had  these  in  two  packages  and 
could  look  at  the  economic  aid  program  in  one  package  and  carefully, 
and  have  the  military  aid  in  another  package. 

I would  like  to  see  two  bills  come  before  this  committee  so  that 
they  would  be  given  careful  scrutiny. 

There  is  a bit  of  feeling  on  our  part  that  the  people  of  the  United 
States  are  a bit  bewildered  about  foreign  aid  because  they  think  that 
foreign  aid  means  economic  aid  and  the  economic  aid  is  onlyr  the 
minority  part  of  the  foreign  aid  program. 

So  we  would  like  to  see  them  split  apart  and  we  do  not  look  upon 
ourselves  as  experts  in  that  field. 

Chairman  Hayden.  Thank  you  for  your  statement. 

(The  statement  referred  to  follows: 

The  Cooperative  League  of  the  U.S.A,  is  plensed  to  have  this  opportunity  to 
present  Its  point  of  view  on  the  mutual  security  appropriations  for  1959, 

I am  sure  that  most  of  the  committee  members  know  the  cooperative  league 
and  Its  work.  It  is  a national  association  of  consumer,  service,  and  purchasing 
type  cooperatives.  More  than  13  million  American  families  are  members  of 
cooperatives  affiliated  with  the  league.  These  are  consumer,  farm-supply, 
petroleum,  electric,  Insurance,  credit,  housing,  and  medical-care  cooperatives. 

The  Cooperative  League  is  intensely  interested  in  America’s  overseas  resjion- 
sibllities.  The  organization  is  active  in  support  of  U.S.  governmental  pro- 
grams in  this  field,  but  also  bellves  in  it  so  intensely  that  we  ore  financing 
our  own  overseas  program.  We  support  our  own  technical  experts  serving  lti 
India,  Vietnam,  Laos,  Cambodia,  Italy,  and  other  countries,  helping  people  to 
help  themselves  through  the  organization  of  cooperatives.  We  also  share  with 
20  oilier  national  organizations  the  ownership  and  direction  of  the  Cooperative 
for  American  Relief  Everywhere,  popularly  known  as  CARE,  which  has  an 
increasing  program  of  self-help  supplementing  Its  great  relief  program. 
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Our  organization  feels  that  the  mutual  security  program  Is  a vital  part  of 
American  foreign  policy  and  strongly  recommends  that  the  committee  appropri- 
ate the  full  amount  which  was  authorized  in  the  Mutual  Security  Act  of  1059. 
While  we  are  not  experts  on  every  aspect  of  the  program  which  is  before  you, 
we  have  followed  the  developments  in  the  foreign  aid  field  very  closely  for  many 
years  and  feel  that  the  requests  made  by  the  administration  this  current  year 
were  modest  and  constructive,  and  that  the  Congress  would  be  furthering  our 
national  Interests  and  International  responsibilities  by  appropriating  the  amount 
approved  by  the  two  Houses  of  the  Cougress  in  the  Mutual  Security  Act. 

The  Cooperative  League  is  particularly  concerned  about  two  substantial  cuts 
which  were  made  in  the  appropriations  bill  ns  it  passed  the  House  of  Repre- 
sentatives. The  first  of  these  was  a cut  of  $25.5  million  in  the  funds  appro- 
printed  for  the  U.S.  technical  assistance  program.  This  program  has  been  the 
most  constructive  and  effective  of  all  of  our  foreign  aid  programs.  It  provides 
U.S.  personnel  and  American  know-how  to  help  people  in  the  less- develop'd  coun- 
tries to  help  themselves.  The  chosen  fields — agriculture,  health,  education, 
public  administration  and  other  services — are  of  great  importance  to  these  newly 
developing  countries.  We  strongly  urge  that  the  Senate  restore  the  full  niuount 
requested  by  the  administration  and  authorized  by  the  Congress  for  this  vital 
work. 

The  second  disastrous  cut  was  one  made  in  the  appropriations  for  the  Devel- 
opment Loan  Fund,  reducing  to  $550  million  the  $700  million  requested  by  the 
administration  and  authorized  by  the  Congress. 

The  Development  Loan  Fund  is  an  important  instrument  to  move  our  foreign 
aid  program  as  rapidly  as  feasible  to  a loan  program  rather  than  a series  of 
grants.  Although  it  is  only  a few  years  old,  it  has  already  made  a number  of 
very  constructive  loans  and  has  requests  before  it,  carefully  screened  for  feasi- 
bility, which  could  use  at  least  the  amount  authorized  for  this  current  year. 

To  indicate  our  enthusiasm  for  the  program  we  would  like  to  point  out  to 
this  committee  that  we  gave  our  full  support  to  the  Fulbrlght  amendments  to 
the  Mutual  Security  Act  which  would  have  authorized  $1.5  billion  a year  for  5 
years,  with  the  funds  coming  directly  from  the  U.S.  Treasury  without  further 
appropriations. 

We  feel  that  the  magnitude  of  the  need  and  the  practical  possibilities  ahead 
are  such  that  the  Fulbriglit  formula  was  not  only  practical  but  necessary  to 
meet  our  growing  opportunities  In  the  international  development  field. 

The  cut  In  the  Development  Loan  Fund  is  particularly  severe  because  It  cuts 
a new  and  very  constructive  foreign  program  below  the  present  level  of  opera- 
tion attained  this  year.  The  cut  strikes  a blow  at  continuity,  which  Is  essential 
to  give  the  lesser-developed  countries  an  opportunity  to  build  their  standard 
of  living  and  their  economies.  As  you  will  remember,  the  original  request  by 
the  administration  was  very  small  Indeed.  The  Senate  Foreign  Affairs  Com- 
mittee reported  a bill  which  would  have  provided  $5  billion  over  a 5-year  period. 
This  was  first  compromised  to  $2  billion,  and  finally  was  cut  to  $700  million  for 
the  first  year  and  $1,100  million  for  the  second  year.  This,  we  feel,  should  be 
the  lowest  minimum  appropriation.  The  Development  I/onn  Fund  holds  a 
greater  potential  in  giving  the  free  world  an  opportunity  to  be  free  than  almost 
any  other  single  institution. 

Some  of  the  other  cuts  in  the  "Mutual  security”  appropriation  arc  very  un- 
fortunate. IVe  would  like  to  point  out,  for  example,  thnt  the  $51  million  cut 
from  the  defense  support  program  is  nctunlly  a cut  in  the  funds  which  make  it 
possible  to  imi>ort  basic  commodities  essential  for  the  normal  operation  of  those 
economies.  Many  of  these  are  products  imported  from  the  United  States.  In 
Turkey,  for  example,  the  money  was  scheduled  to  be  used  for  motor  vehicles 
and  parts,  chemical  and  steel  products,  agricultural  and  industrial  machines. 

In  Pakistan  the  funds  are  for  the  same  type  of  material,  plus  metal,  wools, 
chemicals  and  drugs,  petroleum,  rubber  and  rubber  products.  While  this  is 
called  defense  support  it  is  actually  economic  assistance  for  the  basic  economy. 

In  Vietnam,  ns  another  example,  funds  for  defense  support  go  for  rebuilding 
the  transportation  system,  public  works,  highways  and  bridges,  the  dredging  of 
cannls,  improvement  of  rice  production  and  other  important  steps  which 
strengthen  the  economy.  The  cut  in  special  assistance  of  $17.5  million  elimi- 
nates the  possibility  of  moving  forward  on  essential  projects  such  ns  Irrigation, 
ground  water  development,  highway  construction  and  maintenance,  and  public 
works. 
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There  are  a few  other  matters  to  which  we  would  like  to  draw  the  attention 
of  the  committee.  These  Include  an  authorization  to  use  $10  million  as  the  U.S. 
share  of  International  Refuge  Year;  up  to  $2  million  in  health  programs,  plus 
funds  specified  for  the  education  nml  training  of  people  in  the  underdeveloped 
areas  and  for  nif.  bine  tools  and  other  equipment,  for  use  overseas.  We  feel  that 
the  action  of  the  \ouse  in  prohibiting  the  use  of  IOA  funds  for  these  purjwsea 
wns  ill-advised.  The  projects  are  all  greutly  worthwhile  and  are  certainly  within 
the  scope  of  the  mutual  security  program.  While  the  possibilities  are  that  only 
part  of  these  funds  will  be  used,  the  prohibition  would  make  it  Impossible  to  even 
start  these  programs. 

A very  important  aspect  of  mutual  security  Is  the  possibility  of  citizen  par- 
ticipation in  advice  and  counsel.  The  International  Development  Advisory 
Board  Is  one  of  the  devices  through  which  representatives  of  important  nntlonnl 
organizations  can  become  completely  familiar  witli  the  operations  of  the  pro- 
gram and  bring  to  the  administration  advice  and  counsel  which  could  be  of  very 
great  value.  For  this  reason,  we  strongly  support  the  restoration  of  $431,000 
to  reestablish  the  IDAR  and  to  strengthen  the  coordination  of  the  mutual 
security  program. 

The  House  cut  of  $2.7  million  in  administrative  funds  will  curtail  the  recruit- 
ment program  for  technical  assistance  specialists  for  work  overseas.  It  will 
also  prevent  an  Important  move  to  strengthen  the  mutual  security  program  In 
Latin  America  and  Africa  where  it  is  still  small  and  Its  expansion  is  very  badly 
needed.  Another  small,  hut  Important,  Item  is  $500,000  for  n disarmament 
study  by  the  executive  department.  When  and  as  the  economic  cost  of  armament 
is  lifted,  we  should  be  prepared  for  the  adjustments  which  will  he  essential  as 
we  move  from  a cold-war  to  a peace-time  economy.  As  resources  become  avail- 
able, we  should  meet  opportunities  both  at  home  and  abroad  which  ore  not  now 
possible. 

In  general  terms  the  Cooperative  League  feels  thnt  the  mutual  security  pro- 
gram can  reach  Us  maximum  effectiveness  only  if  there  Is  sufficient  continuity 
for  long-range  planning  and  only  if  the  program  is  large  enough  to  have  an 
impact  on  the  world  situation.  We  feel  that  there  should  be  an  Increasing 
emphasis  on  loans  rather  than  grants  in  the  economic  cooperation  field;  that 
we  should  use  multilateral  machinery  such  as  the  specialized  agencies  of  the 
United  Nations  for  action  wherever  possible  to  supplement  the  work  of  our  own 
U.S.  economic  assistance  program.  Finally,  we  feel  that  every  possible  effort 
should  be  made  to  stimulate  the  development  of  democratic  economic  institutions 
In  the  countries  we  are  serving  with  our  economic  aid  program.  Only  when 
we  help  build  farm  organizations,  educational  groups,  cooperatives,  credit 
anions,  purchasing  and  marketing  associations,  self-help  housing  programs  and 
other  institutions  of  this  kind  will  we  achieve  the  maximum  effectiveness  neces- 
sary in  developing  institutions  which  will  give  continuing  life  and  vigor  to  their 
economies  long  after  the  United  States  has  withdrawn  from  this  field. 

In  closing  we  would  like  to  illustrate  the  basic  reasons  why  America  lins  a 
great  responsibility  in  this  field.  Perhaps  the  best  way  to  drive  home  this 
need  Is  to  quote  from  a distinguished  Protestant  minister.  Dr.  Henry  Smith 
Helper,  who  had  the  following  to  say  when  he  completed  25  years  of  service  in 
the  foreign  field. 

“If  In  imagination  we  compress  the  present  population  of  the  world,  now  over 
2 % billion,  Into  a group  of  a thousand  persons  living  in  a single  town,  the  follow- 
ing is  the  picture  of  contrasts  we  would  then  vividly  see. 

“Sixty  persons  would  represent  the  U.S.  population;  all  others  would  be  rep- 
resented by  940.  The  60  Americans  would  have  half  the  total  Income  of  the 
entire  town ; the  940  would  share  the  other  half. 

“Thlrty-slx  of  the  Americans  In  the  town  would  be  Christian  church  members ; 
and  24  would  not.  In  the  town  as  a whole,  about  300  would  be  Christians  and  700 
would  not.  At  least  fiO  persons  In  the  whole  town  would  be  believing  Com- 
munists and  370  would  he  under  Communist  domination. 

“Three  hundred  and  three  persons  in  the  whole  town  would  be  white ; 097  would 
be  nonwhite.  The  GO  Americans  would  have  an  average  life  expectancy  of  70 
years ; all  the  other  940  would  average  under  40  years. 

"The  Americans  would  have  15%  times  as  much  wealth  per  person  as  all  the 
rest  on  an  average.  They  would  produce  18  percent  of  the  town’s  total  food 
supply,  eat  np  all  but  1%  percent  of  that  total  snpply  and  keep  most  of  It  for 
their  future  use  In  expensive  storage  equipment.  When  it  is  remembered  that 
most  of  the  940  non- America  ns  in  the  town  would  always  be  hungry  and  never 
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know  quite  when  they  would  pet  enough  to  eat,  the  situation  treated  by  this 
disparity  in  food  supply  and  the  existence  of  vast  reserves  becomes  fairly  ap- 
parent, particularly  in  view  of  the  fact  that  the  Americans  already  eat  72  percent 
above  the  optimum  food  requirements.  They  could  actually  save  money  by 
giving  nway  excess  food  because  of  the  cost  of  storing  it;  but  they  think  that 
would  be  a dangerous  giveaway  program  of  softheaded  do-gooders. 

“The  <i0  Americans  would  have  of  the  town’s  total  supply  12  times  as  much 
electric  power  as  all  the  rest ; 22  times  as  much  coni ; 21  times  as  much  petroleum ; 
BO  times  ns  much  steel,  and  BO  times  as  much  in  general  equipment. 

“The  lowest  income  groups  among  the  00  Americans  would  be  better  off  than 
the  average  in  much  of  the  rest  of  the  town. 

“Literally  most  of  the  non-American  ix*ople  in  the  town  would  be  poor, 
hungry,  sick,  and  ignorant.  Almost  half  would  not  be  able  to  read  or  write. 

“More  than  half  would  never  have  heard  of  Christ  or  what  He  stood  for. 
But  very  soon  more  than  half  would  be  hearing  about  Karl  Marx, 

“In  view  of  these  facts  it  is  Interesting  to  thiuk  that  the  average  Christian 
American  family  would  be  spending  $850  a year  for  defense  in  force,  and  less 
than  $3.50  a year  to  share  with  the  rest  of  the  jwople  in  the  town  the  knowledge 
of  why  there  Is  any  Christmas." 

The  Cooperative  League  of  the  U.S.  A.  represents  13  million  members  who  are 
typical  American  citizens.  We  do  not  feel  that  the  mutual  security  program 
is  a dangerous  giveaway  program  of  softheaded  do-gooders.  We  feel  that  eacli 
dollar  invested  in  our  mutual  security  program  is  a dollar  invested  iu  the 
soundest  of  all  investments — a free,  safe  and  peaceful  world, 

U.S.  Committee  fob  Refugees 

STATEMENT  OF  EDWARD  B.  MARKS,  EXECUTIVE  DIRECTOR 

General  Statement 

Chairman  Hayden.  Edward  B.  Marks,  executive  director  of  the 
U.S.  Committee  for  Refugees. 

Mr.  Marks,  Senator  Hayden,  members  of  the  committee,  I am 
Edward  B.  Marks,  the  executive  director  for  the  U.S.  Committee  for 
Refugees. 

I appreciate  the  chance  to  appear  before  you  today  on  behalf  of 
the  chairman,  Dean  Sayre,  and  the  members  of  the  committee. 

We  are  an  independent  citizens  group  consisting  of  private  indi- 
viduals who  are  concerned  with  the  extent  and  gravity  of  the  refugee 
problem  in  the  world  and  on  our  board  of  directors  are  represented 
elements  of  business  and  labor  and  the  principal  voluntary  agencies 
working  in  this  field,  CARE,  religious  agencies,  American  Red  Cross, 
and  others. 

WORLD  REFUGEE  YEAR 

We  are  particularly  concerned  to  day  with  the  matter  of  the  pro- 
vision in  your  bill  which  calls  for  a $10  million  special  Federal  appro- 
priation for  World  Refugee  Year  which  is  in  line  with  the  original 
recommendations  of  our  committee,  and  which  we  support. 

We  feel  that  it  is  incumbent  on  the  United  State  to  snow  leadership 
among  nations  in  realizing  the  potentialities  of  this  year  which  can  do 
so  much  to  bring  some  of  the  refugee  problems  in  the  world  off  dead 
center. 

Of  course,  we  recognize  that  it  would  be  impossible  in  any  single 
year,  however  intensified  the  effort,  to  solve  the  problems,  but  we  are 
convinced  that  the  proper  efforts  can  advance  many  of  these  problems 
toward  permanent  solution. 
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Of  course,  there  are  various  problems.  There  are  2 y2  million  refu- 
gess  who  are  of  international  concern  in  Europe,  Asia,  north  Africa, 
and  the  Middle  East,  that  merit  our  attention,  in  some  cases  to  be 
helped  to  move  to  other  countries,  in  other  cases  to  be  integrated 
where  they  are. 

I think  that  there  is  a belief  in  the  United  States  that  most  of  the 
world  refugees  are  bent  on  immigration  to  the  United  States. 

We  have  recommended  for  admission  to  the  United  States  a reason- 
able number  of  refugees  under  suitable  sponsorship,  including  orphans 
and  a fair  share  or  more  difficult  to  resettle  cases,  but  we  recognize 
that  very  few  refugees  in  the  world  today  are  actually  regarding  U.S. 
immigration  as  a practical  possibility  or  even  an  objective. 

So  the  main  purpose  of  this  appropriation  would  be  to  help  the 
refugees  where  they  are  and  we  feel  that  as  Americans  we  should  share 
in  that  responsibility  of  helping  them. 

I might  say  that  another  myth  about  refugees  is  that  many  of  them 
are  old  and  handicapped. 


REFUGEE  CHILDREN 

As  a matter  of  fact,  almost  half  of  the  refugees  with  whom  I have 
spoken  are  children  who  need  the  very  elements  of  life  which  can  train 
them  for  useful  productive  existence  wherever  they  may  be. 

While  our  readiness  to  help  refugees  may  rise  initially  from  our 
humanitarian  impulses  and  our  American  tradition,  we  should  also  be 
aware  that  unsolved  refugee  problems  can  contribute  in  a very  real 
way  to  world  tensions  that  can  affect  our  U.S.  appropriations  for 
economic  or  military  aid. 

In  our  view  it  is  generally  wiser  and  less  expensive  in  the  long  run 
to  spend  money  in  anticipation  or  accomplishment  of  permanent  solu- 
tions, than  it  is  to  have  refugees  indefinitely  languishing  in  limbo  and 
different  parts  of  the  world  on  the  charity  of  an  asylum  country  or  as 
recipients  of  an  international  dole. 

Happily,  the  cost  of  achieving  some  of  these  solutions  is  small  very 
often,  the  price  of  an  artificial  limb,  of  a small  business  loan,  of  a 
year’s  vocational  training,  of  what  we  call  key  money  in  Europe,  the 
possibility  of  renting  a place  which  is  only  possible  il  a small  amount 
of  money  is  given  to  get  possession  of  the  apartment. 

These  are  very  small  needs  in  comparison  with  some  of  our  expendi- 
tures for  other  purposes  in  this  day. 

ESTIMATE  OF  FUNDS  REQUIRED 

The  United  Nations  High  Commissioner  lias  estimated  that  for 
$3%  million  the  25,000  refugees  who  are  still  in  camps  in  Europe  could 
be  helped  to  leave  and  the  camps  could  be  cleared  even  within  this 
year  of  1960. 

There  are  other  instances  where  small  funds  are  needed  for  reestab- 
lishment purposes  and  there  are  some  instances  where  emergency 
funds  are  needed. 

ALGERIAN  REFUGEES 

For  example^  in  the  case  of  Algerian  refugees,  some  230,000  of  them, 
who  have  gone  into  Tunisia  and  Morocco.  There  is  need  to  supplement 
the  surplus  food  which  they  do  get  now,  but  there  is  very  little  else 
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which  is  going  to  them  and  they  are  in  very  dire  straits,  living  in  huts 
made  of  mud  and  twigs,  mostly  in  the  mountain  areas. 

If  this  appropriation  is  voted  and  the  money  is  spent  we  feel  that 
many  self-help  projects  and  other  worthy  projects  can  be  initiated  for 
refugees  and  we  have  suggested  in  the  paper  which  I would  like  to 
submit  an  allocation  of  that  sum  to  the  principal  areas,  and  we  have 
indicated  the  needs,  the  basic  needs,  which  we  feel  should  be  met. 

We  respectfully  urge  the  passage  of  this  item  with  a strong  indica- 
tion to  the  executive  that  the  sum  be  utilized  as  an  earnest  of  Amer- 
ican intentions  in  World  Refugee  Year. 

Thank  you  very  much. 


PREPARED  STATEMENT 

Chairman  Haydei..  Thank  you  for  your  statement,  sir.  Youren- 
t ire  statement  will  go  into  the  record. 

(The  statement  referred  to  follows:) 

My  appearance  before  your  committee  is  witness  to  the  strong  conviction  held 
by  Dean  Sayre  and  the  others  of  our  U.S.  CommitU'C  for  Refugees  ns  to  the 
Importance  of  the  provision  in  the  mutual  security  bill  calling  for  a $10  million 
special  Federal  appropriation  for  World  Refugee  Year. 

Our  Goverment’s  cosponsorship  of  the  United  Nations  resolution  makes  it 
incumbent  upon  the  United  States  to  show  leadership  among  nations  In  realizing 
the  potentialities  of  this  year  when  dramatic  interest  is  being  focused  on  world 
refugee  problems.  We  are  not  alone  in  this— 56  countries  have  pledged  their 
support  for  the  year,  including  a number  of  governments  which  have  pledged 
financial  aid,  agreed  to  admit  new  refugees,  or  in  other  ways  offered  assistance. 

It  would  be  Idle  to  suppose  that  the  world's  refugee  problems  could  be  solved 
in  a single  year,  however  intensified  the  effort  But  valuable  progress  can  be 
made  in  solving  some  problems  and  in  advancing  permanent  solutions  for  others. 

For  there  is  no  one  refugee  problem,  but  a variety  of  problems  involving  some 
2%  million  refugees  ol'  international  concern  in  Europe,  Asia,  North  Africa,  and 
the  Middle  East  that  merit  the  attention  of  the  free  world.  In  some  cases 
refugee  resettlement  to  another  country  is  the  indicated  solution ; in  others, 
refugees  need  to  be  helited  in  becoming  integrated  where  they  are ; in  still  others, 
while  the  ultimate  solution  is  bound  up  with  political  events,  time  can  be  gained 
in  preparing  the  refugees  for  their  ultimate  reestablishment  wherever  it  Is  to  be. 

If  these  special  efforts  are  to  be  successful,  we  must  try  to  overcome  some  of 
the  stereotypes  about  refugees  that  people  have  in  their  minds.  In  the  case  of 
the  United  States,  one  of  the  chief  myths  to  spike  Is  that  most  of  the  world’s 
refugees  are  bent  on  immigration  to  our  shores.  Our  committee  has  recom- 
mended the  admission  to  the  United  States  of  a reasonable  number  of  refugees 
under  suitable  sponsorsldp,  including  foreign  orphans  and  a fair  share  of  more 
dlflicult-to-resettle  cases,  but  we  recognize  that  very  few  of  the  refugees  in 
today’s  world  regard  U.S.  immigration  as  a practical  possibility,  or  even  an 
objective.  In  nil  probability,  only  token  numbers  of  the  million  Chinese  refugees 
in  Hong  Kong  will  ever  reach  our  shores.  The  same  applies  to  almost  a million 
Arab  refugees,  and  to  over  200,000  Algerian  refugees  now  in  Tunisia  and  Mo- 
rocco; also  to  those  latest  refugees,  the  Tibetans  streaming  Into  India. 

The  problem  in  many  cases  is  to  help  these  people  where  they  are.  Having 
fled  from  their  homes  they  desperately  want  to  become  reestablished.  We  as 
Americans  must  share  in  the  responsibility  of  helping  them. 

A second  myth  is  that  most  refugees  are  handicapped  in  some  way— aging  or 
sick.  This  Is  of  course  true  of  some,  but  the  vast  majority  are  sound,  em- 
ployable adults  or  children.  Deluding  upon  their  location,  from  one-third  to 
one-half  of  all  refugees  are  children.  Many  were  born  In  camps  and  have  lived 
all  their  lives  in  refugee  status. 

About  half  of  today’s  refugees  are  victims  of  communism.  The  rest  owe 
their  existence  to  birth  pains  attending  the  growth  of  new  countries.  Whatever 
were  the  events  that  caused  their  plight,  these  refugees  yearn  to  shed  their 
statelessness  and  “belong"  again.  If  this  wish  Is  too  long  frustrated,  unrest 
may  result.  It  is  an  Ironic  cycle.  The  dolorous  events  of  our  time  create  certain 
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problem  areas ; the  ho  produce  refugees  who  flee  to  new  nreiiH,  nucl  unless  we  act 
decisively,  these  new  refugee  areas  may  In  turn  give  rise  to  their  own  tensions. 

While  our  readiness  to  help  refugees  may  in  the  first  Instance  arise  from 
humanitarian  Impulses,  wo  should  be  tiwnro  that  unsolved  refugee  problems  can 
contribute  In  a real  way  to  world  tensions  that  ran  ulTeot  U.S,  appropriations  for 
economic  and  oven  military  aid.  In  our  11.8.  Committee’s  view  It  is  generally 
wiser  mid  less  expensive  in  the  long  run  to  spend  money  in  anticipation  or 
accomplishment  of  fiermnnent  solutions  than  it  Is  to  have  refugees  Indefinitely 
languish  In  llmlm  ell  her  on  the  charily  of  an  asylum  country  that  can't  afford 
them  or  as  recipients  of  an  International  dole. 

Fortunately  the  right  dedlentlon  of  will  even  during  this  single  Intensified 
year  can  help  in  advancing  solutions  for  a considerable  number  of  refugees.  And 
impplty  the  east  of  achieving  some  of  these  solutions  is  small— the  price  of  an 
nrtilletnl  11ml*,  of  n small  business  loan,  or  a year’s  vocational  training  In  Hong 
Kong  or  the  Middle  Fast,  of  “key”  money  In  Kuroi*c — these  are  miniscule  In 
compnrlslon  with  some  of  out  expenditures  for  other  purposes  In  this  day 
mid  age. 

The  Fulled  Nations  High  Commissioner  for  Refugees  estimates  that  If  $3,- 
(100,000  can  be  made  available,  the  refugee  camps  in  Nurojs*  can  be  cleared  tills 
year.  The  ex|iendlture  of  a comparable  sum  could  make  possible  the  esoaiie 
from  Chinn  of  the  remaining  thousands  of  Europeans  who  have  been  trapped 
there  since  the  end  of  World  War  II.  Exit  permits,  and  visas  for  Australia, 
Brazil,  nnd  other  countries  are  available,  if  funds  can  be  provided  for  their 
transportation  through  Hong  Kong  to  ttnnl  destinations.  In  Hong  Kong  itself, 
funds  for  housing,  education,  vocational  training,  small  business  loans,  nnd  health 
facilities  could  work  miracles  in  snatching  thousands  of  Chlneso  refugee  famines 
from  thetr  present  sordid  state  nnd  restoring  their  independence  anti  dignity. 
A final  example  relntes  to  the  Palestine  refugees.  Under  Its  grants  program, 
IlNWRA  enabled  more  than  7, 2(H)  refugees  to  set  themselves  up  In  productive 
lives— and  get  off  the  Agency’s  relief  rolls — at  the  low-  cost  of  less  thnu  $400 
per  person.  Unfortunately  this  U.N.  program  had  to  bo  discontinued  2 years 
ngo  hoonuse  the  U.N.  Agency  did  not  have  sufficient  money  to  meet  both  relief 
nml  rehabilitation  oxjienses — and  relief,  which  provides  such  bare  essentials 
ns  food  and  shelter — had  to  have  priority. 

If  the  $10  million  npproprlntlon  requested  for  World  Refugee  Yenr  Is  voted 
by  tlie  Congress— nnd  the  money  la  spent— ninny  self-help  nnd  similarly  worthy 
projects  cnti  lie  Initiated  for  refugees  in  nil  parts  of  the  world.  While  the  funds 
would  of  course  he  spent  nt  the  President’s  discretion,  the  attached  table  delin- 
eates the  main  problem  ureas,  prinelpnl  basic  needs,  nnd  a suggested  allocation 
of  the  $10  million  to  the  relevant  Intergovernmental,  U.S.  Government,  and 
voluntary  agencies.  Our  committee  respectively  urges  the  passage  of  this  Hem 
with  n strong  Indication  to  the  Executive  of  the  desire  of  Congress  that  the  sum 
be  utilized  for  this  purpose  during  World  Refugee  Yenr. 
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lif commendation*  of  If. 8.  committee  for  refugees  for  V.S.  Oovemment  appropriation 
of  $10,000,000  in  world  refugee  year 


Problem  uroa 


lluslo  needs 


Suggested  allocation 


l.  Europe; 

A.  30,000  foreign  refugoc.1  still  In 
cutup*  In  Aii!>lrlu,  (Joriiiaiiy, 
Crowe,  and  Italy. 


Housing,  vocational  training,  small 
business  loans,  aid  for  the  need 
and  In  firm,  stall  counseling,  and 
resettlement  assistance.  Object: 
I’d  clear  the  camps  by  the  end  of 
1HI0. 


*2.000,000,  chlofly 
t IN  licit  and  USE 


to 

1J. 


II.  100,000  unsettled  "out  of 
camp"  refugees  In  Austria, 
Oonnuny,  Oroeco,  Italy, 
Belgium,  Franco,  Nether- 
lands, and  Turkey. 

2.  Middle  East:  1,000,01X1  Arab  refugees 

on  UNRWA's  dele  In  United  Arab 
- Republic,  Lebanon,  and  Jordan. 
400,000  these  tire  In  camps— all  re- 
quire continuing  assistance  trending 
a ixilttleul  .solution. 

3.  North  Africa:  230,000  Algerian  refu- 

gees, mostly  women  and  children, 
who  are  living  under  extremely 
primitive  conditions  In  Tunisia  and 
Morocco. 

4.  Asia: 

A.  1,000,000  refugees  from  the 

Chinese  mainland  who  live 
In  densely  overcrowded  soil 
poverty-stricken  conditions 
ln  I tong  Kong. 

B.  9, NX)  European  refugees  on  the 

Chinese  mainland— many 
have  visas  for  Australia  and 
Latin  America  and  for  the 
present  can  qual  Ify  (or  exit 
permits. 

6.  Elsewhere:  New  Tibetan  refugees  In 
Nepal  and  India,  Chinese  refugees 
In  Macao  and  southeast  Asia,  refu- 
gees from  Nasser’s  Egypt,  cto. 


Housing,  medical  assistance,  small 
business  loans  and  aid  In  resettle- 
ment. 


Expansion  of  vocational  training 
facilities,  grants  fur  self-support, 
supplementary  aid  for  children's 
education,  etc. 


Clothing,  medical  supplies,  snap, 
tents,  olive  oil,  unit  u wider  variety 
of  food  (tbnv  are  presently  living 
mainly  on  u.8.  surplus  wheat  and 
dried  milk). 

Housing,  small  loons,  construction 
of  elementary  and  vocational 
training  schools,  hospitals  lor 
children  and  TD  patients. 

Transjwtntlon  funds  to  aid  the 
Intergovernmental  Committee  for 
European  Migration  (IC EM)  in 
resettling  these  refugees  while  It  Is 
still  possible  lor  them  to  leave. 

Money  Is  needed  for  food,  clothing, 
shelter,  and  medical  supplies;  also, 
funds  to  assist  voluntary  agencies 
aiding  ln  reset ttement. 


$1,000,000,  chiefly  to 
UNI1CK,  USB  P, 
ICKM,  and  cooperat- 
ing voluntary  agencies. 


*2,000,000  to  UNRWA. 


*1,000,000— UNHCR  and 
League  of  Red  Cross 
Societies. 


*2,000, 000-Brltlah 
Crown  Colony  (In 
answer  to  UNHCR 
appeal). 

*1,000,000  to  IDEM, 


*1,000,000  to  Indian,  Por- 
tuguese and  other  gov- 
ernments supplying 
asylum;  also  to  volun- 
tary agencies  assisting 
In  these  activities. 


NOTES 

UNHCR— Untied  Nations  JTlgh  Commissioner  for  Refugees. 
UNRWA— United  Nations  Relief  Works  Agency. 

ICEM—  Intergovernmental  Committee  for  European  Migration. 
Ug EP— United  States  Escapees  Program, 
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STATEMENT  OF  HERBERT  JEHLE,  PHYSICS  DEPARTMENT, 
GEORGE  WASHINGTON  UNIVERSITY 

Gf.neral  Statement 

Chairman  Hayden.  Mr.  Herbert  Jehle,  of  the  physics  department, 
George  Washington  University. 

Mr.  Jehle.  Mr.  Chairman,  I would  like  to  have  my  statement  in* 
eluded  in  the  record. 

Chairman  Hayden.  That  may  be  done. 

Mr.  Jehle.  I am  from  the  University  of  Nebraska  and  from  Georgo 
Washington  University,  professor  of  physics,  but  I am  speaking  on 
my  own,  not  on  behalf  of  the  institutions. 

I would  like  to  ask  the  committee  to  consider  the  appropriation 
bill  in  view  of  the  world  in  the  year  1970.  I would  like  to  raise 
the  question  as  to  what  we  could  do  to  make  the  world  of  1970  a livable 
world. 

The  National  Planning  Association  has  made  a study,  “A  World 
Without  Arms  Control  in  1970.”  This  is  a pamphlet  obtainable  from 
the  National  Planning  Association.  It  gives  an  analysis  of  the  situ- 
ation we  will  drift  to  if  our  present  policies  of  threat  of  nuclear  war 
are  continued. 

In  the  past  century  the  United  States  has  been  the  lender  in  making 
the  world  progress  to  a peaceful  and  to  a livable  place,  to  a place  of 
democratic  institutions,  and  I mean  democratic  institutions,  really 
something  which  works.  Sensible  new  views  ha  ve  been  incorporated 
in  the  laws  and  in  the  life  of  a nation.  I would  say  the  challenge  now 
before  us  is  whether  these  views  can  be  incorporated  in  the  life  of  the 
world. 

In  the  present  foreign  aid  program  we  have  two  entirely  distinct 
items.  One  of  them  concerns  constructive  items  which  have  been  so 
ably  elaborated  upon  and  commented  upon  by  our  previous  witnesses 
this  morning.  I cannot  in  a short  few  minutes  dwell  further  on  these 
excellent  programs  of  Development.  Loan  Fund,  technical  assistance, 
and  related  programs.  I wish  to  say  only  that  my  heart  is  attached 
to  them. 

NUCLEAR  ARMS  RACE 

However,  my  profession  as  a theoretical  physicist  has  brought,  me 
very  closely  to  an  awareness  of  the  situation  which  the  present  nuclear- 
arms  race  will  present  to  us. 

There  is  no  possibility  of  our  world  continuing  and  the  United 
States  continuing  if  the  present  status  of  the  arms  race  continues. 
Our  children,  our  friends,  and  everything  dear  to  us  will  perish. 

I sav  this  not.  just  as  an  individual,  but  this  statement  is  held  by 
most  of  my  colleagues. 

The  principal  tasks  before  us  at  this  present  moment  therefore  are 
the  control  and  reduction  of  armaments,  and  to  stop  the  distribution 
of  nuclear-weapons  systems  to  many  foreign  countries. 

To  implement  these  tasks,  two  amendments  have  been  suggested  to 
the  present  mutual  security  appropriations  bill.  One  was  brought 
before  us  bv  Senator  Humphrey,  who  recommends  the  study  of  arms 
control  by  the  executive  branch  of  our  Government,  and  recommended 
$500,000  to  be  allocated  for  that  purpose. 


MUTUAL  SECURITY  APPROPRIATIONS,  I960 


733 


The  second  concerns  the  question  whether  it  would  not  lie  advisable 
to  put  a specific  amendment  in  this  bill  which  would  prevent  funds 
in  this  bill  from  being  used  to  supply  foreign  countries  with  the 
nuclear  weapons  systems. 

If  we  can  prevent  the  spread  of  nuclear  weapons  systems  to  other 
countries,  we  may  be  able  to  halt  and  to  stall  tne  nuclear  arms  race. 
Particularly  we  should  attempt  to  stall  it  before  strange  new  nuclear 
powers  arise,  such  as  the  Chinese  or  some  other  dictatorial  countries 
which  may  produce  nuclear  weapons  in  the  coming  decade. 

We  ouglit  to  find  time  to  take  this  matter  under  careful  considera- 
tion and  let  no  short-range  military  expediency  seal  the  fate  of  our 
children. 

PREPARED  STATEMENT 

Chairman  Hayden.  Thank  you,  sir,  for  your  statement.  The  infor- 
mation you  have  submitted  may  be  included  in  the  record. 

Mr.  Jeijle.  Thank  you. 

(The  information  referred  to  follows:) 

I Prom  the  New  York  Times,  Aug.  7,  1050] 

To  Limit  Nuclear  Pacts — Vote  ry  Both  Senate  and  House  on  Transfer 

Agreements  Proposed 

The  writer  of  the  following  letter  is  professor  of  theoretical  physies 
at  George  Washington  University 
To  the  Kditor  of  The  New  York  Times. 

On  July  26  the  transfer  agreements  for  nuclear  weapons  systems  with  Germany 
and  other  NATO  countries  went  into  effect.  This  momentous  step  In  the  history 
of  the  nuclear  arms  race,  providing  for  an  irreversible  spread  of  the  nuelear 
weapons  potcntlnl,  passed  Congress. 

The  opposing  resolutions  had  been  endorsed  by  Congressmen  WiUinm  H. 
Meyer,  Edith  Green,  Randolph  S.  narmon,  Byron  L.  Johnson,  George  McGovern, 
Clement  W.  Miller,  Roy  W.  Wier  and  Leonard  G.  Wolf.  It  was  only  on  the 
occasion  of  authorization  of  appropriations  for  such  transfers  that  these  Con- 
gressmen with  Charles  E.  Bennett  and  Frank  Kowalski  succeeded  in  having  the 
matter  brought  on  the  floor  of  the  House.  Out  of  198  Congressmen,  61  objected 
to  allocating  funds  for  the  transfer  agreements. 

The  transfer  of  “nuclear  weapons  systems”  will  mean  the  nuclearization  of  the 
respective  NATO  armies.  Nuclearized  armies  are  useless  without  the  possession 
of  nuclear  warheads.  The  wholesale  transfer  of  nuclear  weapons  systems  will 
therefore  soon  put  the  United  States  into  the  predicament  of  being  cornered 
into  surrendering  nuclear  warheads  to  these  foreign  military  establishments,  or 
seeing  them  make  an  extra  effort  to  produce  wea pons-grade  plutonium  them- 
selves, or  even  seeing  them  obtain  it  on  a nuclear  black  market. 

These  transfer  agreements  make  other  countries  doubt  whether  the  United 
States  Is  seriously  trying  to  preserve  peace,  while  at  the  same  time  a great  many 
more  military  establishments  are  given  a chance  to  start  world  war  III.  In 
fact,  the  transfer  agreements  play  thus  into  the  hands  of  the  most,  suspicious  and 
irreconcilable  men  in  the  Kremlin— and  at  the  same  time  into  the  hands  of  the 
W'orst  men  In  Bonn. 

international  aocord 

These  agreements  actually  amount  to  much  more  than  a trenty. 

The  fate  of  the  United  States  and  of  the  world  hinges  upon  whether  an  inter- 
national accord  can  be  reached— under  United  Nations  auspices  and  control,  as 
repeatedly  urged  by  W.  Sterling  Cole,  U.S.  director  general  of  the  International 
Atomic  Energy  Association — an  accord  which  has  the  effect  of  curbing  the 
spread  to  more  and  more  countries  of  the  possession  of  nuclear  weajmns.  The 
present  transfers  achieve  the  opposite. 

Some  Members  of  Congress  have  argued  that  it  makes  no  difference  whether 
some  European  countries  develop  their  own  nuclear  weapons  or  whether  we  sell 
them  to  these  countries.  This  argument  touches  an  important  point.  It  seems 
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to  the  present  writer  that  the  cardinal  issue  of  the  nuclear  age  is  the  moral 
responsibility  for  the  nuclear  holocaust  which  threatens  us  all.  Every  country 
preparing  nuclear  weupons  and,  still  more  so,  every  country  which  spreads  these 
weapons  over  the  globe  becomes  guilty  of  the  eventual  nuclear  avalanche  whose 
actual  start  will  he  more  or  less  a matter  of  accident — technical  or  diplomatic 
or  by  couimuuicatlon  default. 

The  practical  steps  which  should  bo  taken  now  are,  on  the  negative  side,  to 
see  to  it  that  the  Uuited  States  is  not  going  to  surrender  In  due  time  nuclear 
weapons  to  complete  the  weapons  systems.  If  the  administration  Is  made  aware 
of  the  fact  that  the  American  public  will  not  stand  for  such  a surrender,  our 
administration  might  go  stow  in  the  actual  transfer  of  uucelar  weapons  systems. 
So  we  may,  for  quite  some  time,  he  spared  an  Irreversible  conversion  of  NATO 
armies  entirely  dependent  on  nuclear  weapons  systems — pins  nuclear  weapons. 

CONOUEBSIONAI.  VOTE 

On  the  positive  side — and  this  seems  to  be  most  important  In  the  long  run — 
a revision  of  the  July  11)58  amendment  of  the  Atomic  Energy  Act  (Public  Law 
85-479)  should  he  introduced.  Pacts  of  the  tyjw  represented  by  transfer  agree- 
ments of  nucelar  weapons  systems  (If  they  are  made  to  be  looked  upon  as  not 
having  the  character  of  actual  treaties)  should  at  least  fall  under  the  cutegory 
of  Executive  agreements  which  become  effective  only  If  approved  by  affirmative 
votes  of  both  houses. 

Furthermore,  they  should  go  through  the  Foreign  Relations  and  Foreign  Af- 
fairs Committees.  The  present  veto  provision  with  a time  limit  of  only  60  days 
has  proved  an  easy  way  by  which  the  Joint  Committee  on  Atomic  Energy  itself 
can  bring  such  far-reaching  agreements  Into  effect,  which  is  111  considered  for  an 
issue  which  implies  basic  foreign  policy  decisions. 

It  would  be  good  If  we  would  stop  hanging  our  fate  on  straws  of  unrealistic 
policies  of  short-sighted  expediency.  Rather  we  should  remember  that  the 
United  States  was  founded  by  men  whose  conscience  and  concern  for  humanity 
gave  new  life  to  the  Western  World. 

Herbert  Jehle. 

Washington,  July  31,  1959. 


(From  the  Christian  Science  Monitor,  Boston,  July  19,  19561 
A Question  of  Atomic  Arms 
To  the  Christian  Science  Monitor  : 

Under  an  amendment  to  the  Atomic  Energy  Act  agreements  for  cooperation 
on  the  uses  of  ntomte  energy  for  military  purposes  have  recently  been  concluded 
with  the  Governments  of  Great  Britain,  France,  Canada,  Germany,  the  Nether- 
lands, Turkey,  and  Greece.  Under  the  law  Congress  may,  before  July  19  and  28, 
pass  a concurrent  resolution  stating  that  it  does  not  favor  these  proposed  agree- 
ments, in  which  case  the  agreements  shall  not  become  effective. 

Such  action  by  Congress  would  be  desirable.  It  is  fortunate  to  know  that  the 
Joint  Committee  on  Atomic  Energy  will  hold  hearings  to  consider  this  question. 

It  Is  said  the  proposed  distribution  of  weapons  delivery  systems  would  save  our 
allies  needless  expense  and  effort,  and  would  strengthen  the  morale  of  the  mili- 
tary establishments  of  the  NATO  countries.  This  argument  for  transfer  agree- 
ments fails  to  convince  because  it  refers  to  the  case  of  a war  actually  occurring. 
In  that  case  a Germany  possessing  nuclear  weapons  will  be  but  a radioactive 
heap  of  rubble.  This  kind  of  argument,  concerned  about  military  morale  in  the 
event  of  a nuclear  war,  fails  to  face  the  catastrophe  implied  by  these  kinds 
of  weaimns. 

It  is  argued  that  failure  of  the  United  States  to  enter  such  agreements  would 
only  enhance  independent  development  of  nuclear  weapons  by  these  countries, 
in  which  case  the  United  States  would  have  no  control  over  such  emerging  nuclear 
powers.  It  Is  assumed  that  under  the  proposed  agreements  the  United  States 
would  retain  control  over  the  nuclear  weapons  In  the  NATO  countries.  The 
following  fact  should,  however,  be  recalled : 18  leading  German  nuclear  physi- 
cists went  on  record  refusing  to  participate  in  the  research  on  nuclear  weapons 
development  simply  because  they  consider  that  a suicidal  policy.  Restraint 
by  the  United  States  In  providing  the  Germnn  Army  with  nuclear  weapons 
systems  would,  under  such  conditions,  make  the  establishment  of  a denuclearized 
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central  Europe  possible  provided,  as  seems  likely,  that  the  Soviet  Union  would 
then  also  refrain  from  supplying  its  satellite  governments  with  nuclear  weapons 
systems. 

It  is  argued  that  the  proposed  agreements  are  only  the  natural  and  logical 
sequels  of  the  NATO  defense  concept  and  cannot  be  considered  apart  from  this 
context.  Rut  it  has  to  be  pointed  out  that  the  Issue  under  discussion  concerns 
long-range  agreements  which  permit  termination  only  by  agreement  by  both 
parties— e.g.,  Germnny  and  the  United  States.  In  due  course,  a few  years  from 
now,  or  at  the  time  of  an  international  crisis,  the  German  Military  Establishment 
will  be  in  a position  to  demand  nuclear  warheads.  The  agreement  would  In- 
creasingly chain  the  United  States  to  an  outmoded  policy  of  threat  by  nuclear 
retaliation. 

In  international  life  we  talk  about  a nuclear  deterrent,  Implying  a state  of 
mind  which  Is  both  cause  and  consequence  of  the  avalanche  of  nuclear  arsenals 
which  hang  over  us.  Does  that  deterrent  bring  what  It  is  supposed  to  bring;  an 
enforced  peace?  In  the  pnst,  an  arms  race,  the  effort  to  maintain  an  imagined 
balance  of  power,  has  usually  led  to  war.  The  best  that  can  be  said  about  the 
nuclear  deterrent  comes  from  E.  B.  White  {In  the  New  Yorker) : “The  bomb  has 
given  us  a few  years  of  grace  without  war  and  now  it  offers  ua  a millennium  of 
oblivion.” 

The  core  of  the  challenge  to  our  foreign  policy  Is  this : Do  we  have  the  moral 
vigor  to  stop  this  criminal  race?  We  can  Btop  It  only  If  we  have  the  integrity 
to  refuse  to  be  ready  to  do  by  remote  control  what  no  sensitive  human  being 
could  do  with  his  own  hand : to  bring  untold  suffering  and  obliteration  to  in- 
nocent children.  We  need  to  stop  and  think  about  the  consequence  of  our 
policy  and  of  our  handiwork. 

We  need  to  develop  nonviolent  techniques  to  resolve  areas  of  conflict.  We 
need  to  concentrate  our  efforts  on  negotiation  and  arbitration  through  the 
United  Nations,  leading  to  a system  of  world  law.  The  International  Court  at 
The  Hague  has,  In  Its  early  days,  settled  many  an  International  conflict.  We 
need  to  begin  world  disarmament  now  by  a first  step  agreement  to  end  all  nu- 
clear weapons  tests. 

We  need  to  break  the  missiles  race  now  while  It  is  still  In  its  Infancy,  by 
agreements  to  missile  test  cessation.  And  we  need  to  pour  our  creative  energies 
and  resources  into  constructive  programs  of  rehabilitation  and  development  to 
help  the  suffering  people  In  the  world. 

Herbert  Jehle. 

Washington. 

[Editor’s  Note. — On  July  16  this  newspaper  published  an  editorial  supporting 
the  congressional  Atomic  Energy  Commission’s  approval  of  these  agreements.  It 
Dow  carries  this  letter  as  stating  the  opposing  point  of  view  in  a way  that  merits 
a hearing.} 


[From  the  New  York  Herald  Tribune,  Jan.  22,  1968] 

Science — Medicine 

Machine’s  Mistakes  Can  Doom  World? — Jet  Expert  Asserts  Electronics  Mat 

Decide  Peace  or  Extinction 

(By  Dr.  W.  H.  Pickering J) 

Shortly  after  the  end  of  World  War  II  a popular  quip  heard  around  the  Penta- 
gon was : The  era  of  pushbutton  warfare  has  arrived — we  have  the  pushbutton. 
Today,  however,  we  are  in  fact  on  the  verge  of  an  era  of  military  technology 
which  is  fantastically  beyond  the  concepts  of  a decade  ago.  We  can  now  equate 
one  pushbutton  to  one  city  located  anywhere  on  this  planet.  For  If  that  push- 
button launches  an  ICBM,  It  is  all  that  is  needed  to  destroy  the  target  city. 

The  ICBM  with  a hydrogen  warhead  takes  less  than  half  an  hour  to  reach 
its  target.  This  means  that  within  a few  years  every  city  on  the  globe  will  be 
living  with  a threat  of  sudden  death — its  life  dependent  on  one  man's  action. 
And  that  man  is  not  the  ruler  of  an  enemy  country,  but  the  soldier  on  guard 
in  an  Isolated  ICBM  launching  site. 

11  Dr.  Pickering  is  head  of  the  Important  Jet  Propulsion  Laboratory,  California  Institute 
of  Technology.  He  wrote  the  following  article  specially  for  the  Herald  Tribune. 
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The  least  we  can  hope  la  that  he  la  not  one  of  those  young  hotheads  who 
frequently  exchange  rifle  shots  across  a frontier.  But  no  matter  who  he  Is,  hig 
decision  Is  the  death  sentence  of  the  target  city. 

'With  this  situation  rapidly  becoming  an  accepted  fact,  military  strategists 
have  concluded  that  the  only  answer  Is  the  threat  of  immediate  and  total  retalia- 
tion. Conceptually,  the  enemy’s  missiles  are  detected  en  route  and  the  retaliatory 
missiles  are  launched  even  before  the  enemy  missiles  have  reached  the  targets. 

DECISION  TO  DESTROY  RESTS  ON  MACHINE 

Thus,  even  if  the  launching  BitCB  see  the  targets,  destruction  of  the  enemy 
is  achieved.  Even  after  the  antimissile  missile  has  been  perfected,  this  basic 
strategy  would  be  maintained. 

Now  to  attain  the  capability  of  Instaat  retaliation  the  military  planner  finds 
himself  calling  for  long-range  radar  devices,  elaborate  computers  to  determine 
If  the  radar  signal  Is  due  to  an  enemy  missile,  a friendly  airplane  or  a meteor 
from  outer  space,  and  a complex  communication  network  for  alerting  the  targets 
aDd  for  commanding  the  retaliatory  missiles  to  be  launched. 

This  is  the  prospect  we  face : The  decision  to  destroy  an  enemy  nation — and 
by  inference  our  own — will  be  made  by  a radar  set,  a telephone  circuit,  an 
electronic  computer.  It  will  be  arrived  at  without  the  aid  of  human  intelligence. 
If  a human  observer  cries : “Stop,  let  me  check  the  calculations,"  he  Is  already 
too  late.  His  launching  site  Is  destroyed  and  the  war  is  lost. 

It  Is  a frightening  prospect.  Far  more  than  being  staves  to  our  machines,  our 
very  life  depends  os  the  accuracy  and  reliability  of  a computing  machine  in  a far 
distant  country.  The  failure  of  n handful  of  vacuum  tubes  and  transistors 
could  determine  the  fate  of  our  civilization. 

“HOMAN”  CONSIDERATIONS  WILL  MEAN  NOTHINQ 

We  have  been  prone  to  take  comfort  In  the  thought  that  no  nation,  no  matter 
what  its  government,  would  embark  on  a war  of  mutual  destruction.  Perhaps 
this  is  true,  but  In  a few  years  it  will  not  be  the  government  which  makes  the 
choice.  The  government  will  be  committed  to  relying  on  the  reliability  of  some 
electronic  equipment  and  the  skill  of  a few  technicians. 

Under  these  circumstances,  if  a period  of  international  tension  lasts  for  any 
length  of  time,  failure  of  the  equipment  is  almost  inevitable  and  mutuol  de- 
struction cannot  be  avoided. 

This  evolution  from  the  pushbutton  era  to  the  automatic  pushbutton  era  Is  in- 
evitable. And  when  that  day  cornea,  all  of  the  “human"  considerations  which 
might  stay  the  hand  of  a warmonger  will  mean  nothing. 

Is  there  an  answer?  With  the  present  political  climate  it  ia  difficult  to 
Imagine  what  It  could  be.  But  if  the  answer  is  not  found  in  a very  few  years, 
there  will  be  no  need  for  the  answer  because  all  that  Is  left  of  humanity  will  be 
starting  again  the  long  climb  from  the  stone  age. 

United  World  Federalists,  Ino. 

STATEMENT  OF  NEAL  POTTER,  MEMBER,  NATIONAL  EXECUTIVE 

COUNCIL 

General  Statement 

Chairman  Hayden.  Mr.  Neal  Potter,  national  executive  council  of 
the  World  Federalists,  Inc. 

Mr.  Potter.  Mr.  Chairman,  I assume  that  the  full  statement  will 
be  printed  in  the  record  and  this  time  can  be  taken  for  a quick 
summary. 

Our  interest  in  this  legislation  arises  from  our  interest  in  a world 
of  law  and  order  as  the  only  means  to  lasting  peace. 

While  we  believe  that  tne  instruments  of  government,  properly 
applied  in  the  international  sphere,  are  the  most  powerful  means 
to  peace,  we  also  recognize  that  the  intolerable  conditions  of  poverty 
ana  misery  around  the  world  will  make  law  and  order  very  difficult, 
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either  in  the  present  world  of  anarchy  or  the  world  of  law  and  order 
toward  which  we  are  working. 

Also  we  are  afraid  that  continued  expansion  of  communism  may 
take  any  possibility  of  a world  of  law  and  order  with  freedom 
impossible  in  the  world. 

DEAFER  COMMITTEE  REPORT 

So  we  have  a great  deal  of  interest  in  an  adequate  program  of 
defending  the  free  world  economically  and  militarily.  We  believe 
that  the  program  should  be  a good  deal  larger  as  the  Draper  Com- 
mittee indicated  in  its  report  yesterday, 

I would  like  to  recommend  to  the  committee  that  report. 

But  the  size  of  the  program  for  the  coming  year  is  already  decided 
and  the  problem  for  this  committee,  of  course,  is  whether  the  Nation 
can  afford  it.  We  believe  that  the  answer  to  that  question  is  clear. 

The  Nation  can  afford  the  small  amount  that  is  involved  here,  less 
than  1 percent  of  our  national  income,  and  after  paying  this  bill  and 
the  12  times  larger  bill  for  our  national  defense,  we  will  still  be  the 
richest  nation  on  earth  by  a fairly  good  margin. 

We  believe  that  the  Nation  should  afford  this  program  because  it 
is  one  of  the  most  effective  instruments  in  the  area  where  communism 
is  making  its  greatest  advancevS,  namely,  in  subversion,  in  working 
with  the  field  of  discontent.  If  they  can  make  peoples  drive  for 
their  national  ambitions,  for  a better  way  of  life,  a means  to  drive 
them  toward  communism,  we  should  apply  our  strength  and  our  ideals 
to  steering  them  toward  real  freedom  and  prosperity. 

DEVELOPMENT  LOAN  FUND 

However,  we  feel  that  the  program  should  be  a proper  expression 
of  positive  American  ideals  and  not  just  a reaction  to  communism. 
We  particularly  deplore  the  cuts  made  by  the  House  in  the  Develop- 
ment Loan  Fund  and  the  technical  cooperation  program.  We  believe 
that  these  programs  are  directed  toward  long-term  goals  and  that 
the  appropriation  should  be  generous  and  should  keep  the  pipeline, 
as  they  say,  filled  so  that  these  agencies  can  plan  ahead  and  provide 
the  most  effective  possible  results  for  the  limited  funds  which  we  want 
to  dedicate  to  them. 

We  are  on  the  other  hand  very  pleased  that  the  House  has  given 
the  full  amount  of  the  appropriation  authorized  in  the  case  of  the 
United  Nations  technical  assistance  because  this  program  is  at  least 
a means  of  drawing  other  nations  into  the  aid  program  and  pro- 
viding something  in  addition  to  our  own. 

We  Rre  acutely  aware  of  some  of  the  shortcomings  and  alleged 
failures  of  some  of  these  programs,  but  the  conclusions  we  draw 
from  these  charges  and  true  stories  is  the  lesson  that  is  drawn  in  the 
case  of  many  failings  in  the  rocket  program. 

ROCKET  AND  MISSILES  PROGRAM 

Our  rocket  and  missiles  program  has  had  probably  more  failures 
and  successes,  but  we  know  that  successes  ultimately  must  come. 

The  lessons  we  draw  from  the  appropriations  is  that  we  should 
have  more  appropriations,  more  support,  we  should  make  it  possible 
to  get  it  out  of  its  difficulties. 
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We  are  particularly  shocked  in  this  connection  at  the  prohibition 
made  in  the  House  on  the  use  of  any  funds  for  International  Develop- 
ment Advisory  Board,  since  advice  is  certainly  needed,  the  special 
education  and  training  program  for  the  personnel,  and  for  the  World 
Refugee  Year,  and  by  its  failure  to  make  any  additional  funds  avail- 
able for  the  general  administrative  expenses  to  supervise  this  program. 

DIB  ABM  AM  ENT  STUDIES 

We  would  also  like  to  urge  the  committee  to  add  half  a million 
dollars  for  studies  by  the  State  Department  on  the  possibilities  of  ef- 
fective disarmament.  We  believe  that  if  this  can  help  our  negotia- 
tors to  be  successful  in  their  disarmament  discussions,  it  can  provide 
enormous  additional  funds  for  the  mutual  security  program  because, 
as  the  President  has  often  said,  this  is  an  area  in  which  we  can  make 
savings  of  which  wo  can  devote  a fraction  to  international  assistance 
and  increase  the  security  and  welfare  of  the  whole  world. 

PREPARED  STATEMENT 

I 

Chairman  IIayden-.  Your  statement  will  be  included  in  the  record. 
(The  statement  referred  to  follows:) 

Our  Interest  in  this  legislation  nrlses  from  our  interest  in  a world  of  law  and 
order  ns  the  only  means  to  a lasting  pence.  While  we  believe  that  the  Instrm 
ments  of  government,  properly  applied,  are  the  most  powerful  means  to  peace, 
we  recognize  that  the  amelioration  of  intolerable  conditions  of  i>overty  and 
disease  will  contribute  greatly  to  preserving  peace,  both  in  the  present  world 
of  anarchy  and  the  world  of  law  toward  which  we  are  working. 

Moreover,  we  fear  that  no  institutions  of  world  law  with  freedom  can  be 
established  if  Communist  power  continues  to  expand  indefinitely ; and  we  believe 
the  mutual  security  program  is  a most  important  contribution  to  stopping 
Communist  expansion. 

As  we  understand  the  problem  now  before  the  Congress,  it  is  not  whether  such 
a program  should  be  authorized,  since  the  authorization  bill  has  already  been 
passed;  nor  Is  the  size  of  the  program  desired  still  In  question.  The  question 
before  the  Appropriations  Committee  is  whether  this  Nation  can  afford  to  spend 
the  amounts  authorized. 

WE  CAN  AFFORD  IT 

We  believe  the  answer  to  this  question  is  clear.  The  mutual  security  program, 
military  and  economic,  Including  all  expenditures  and  loans  authorized  for  the 
Development  Loan  Fund,  will  take  less  than  1 percent  of  the  estimated  U.S. 
national  income  In  the  year  ahead.  After  paying  for  this  program  and  12  times 
as  much  for  defense,  as  well  ns  a number  of  other  costly  programs,  we  will  still 
be  the  richest  nation  on  earth.  After  producing  an  unprecedented  flow  of  goods 
and  services  for  our  own  people,  we  will  still  have  nearly  4 million  people 
unemployed.  America  has  ample  energies  and  resources  for  this  Job,  If  it  is 
deemed  worth  while. 

We  believe  the  program  is  the  most  valuable,  dollar  for  dollar,  of  the  major 
expenditure  programs  of  the  Federal  Government.  It  is  countering  the  Com- 
munist drive  in  the  areas  where  it  has  been  most  deadly.  Intolerable  condi- 
tions of  life  produce  a powerful  attraction  toward  any  change  which  promises 
Improvement.  The  Communists  are  using  this  force  to  produce  changes  in  their 
direction.  We  should  be  actively  concerned  to  use  it  to  move  the  backward  areas 
toward  freedom,  free  enterprise,  and  prosperity,  and  toward  closer  friendship 
with  ourselves  rather  than  with  those  who  would  snare  them  with  false 
promises. 

However,  we  do  not  feel  that  America  should  have  such  a program  only  be- 
cause the  Communists  make  It  necessary.  We  should  make  this  a generouB 
expression  of  our  philosophy  as  a Christian  RAtlon.  While  the  world  situation 
seems  to  force  us  to  large  expenditure  on  Instruments  of  hate  and  destruction,  we 
should  try  to  balance  this  with  a generous  expression  of  our  constructive  spirit 
and  our  economic  strength. 
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We  especially  deplore  the  cuts  made  by  the  House  bill  in  the  Development 
Loan  Fund  and  the  technical  cooperation  program.  These  are  among  the 
best  long-term  efforts  to  combat  the  dangers  which  are  so  manifest  in  the 
underdeveloped  areas  of  the  world.  Appropriations  for  these  programs  should 
be  the  most  generous,  so  that  there  will  he  some  margin  to  expand  or  to  carry 
over  funds  to  following  years.  Without  room  for  flexibility  and  for  advance 
planning,  the  programs  for  economic  development  will  be  handicapped.  The 
handicap  can  only  mean  less  results  for  any  given  expenditure  of  funds. 

We  are,  oil  the  other  hand,  pleased  to  see  that  the  funds  for  the  United 
Nations  program  of  technical  assistance  have  been  increased  In  accordance 
with  the  President’s  request.  This  program  Is  particularly  effective  because 
these  funds  enn  he  used  to  draw  contributions  from  other  nations  to  match  our 
own  in  the  annual  IJ.N.  pledging  conference.  Moreover,  Communist  propa- 
ganda to  the  effect  that  economic  assistance  is  a veil  for  “capitalistic  imi)e- 
rialism”  is  completely  ineffective  when  the  aid  comes  through  the  United  Nations, 
since  all  nations  share  in  the  control  of  the  progrnm,  and  it  has  universal  sui>- 
port.  It  is  an  important  means  of  strengthening  the  bonds  of  the  world  com- 
munity. 

We  are  acutely  aware  of  the  shortcomings  and  alleged  failures  of  some  of  the 
assistance  programs.  We  are  grateful  to  those  who  criticize  in  an  honest  de- 
sire to  curb  waste  and  to  make  the  programs  more  effective.  But  we  feel  that 
the  lesson  to  be  drawn  is  not  that  the  programs  should  be  cut,  but  that  more 
effort— and  more  money  to  pay  for  that  effort— should  he  devoted  to  making 
those  programs  more  effective, 

LIKE  THE  SOCKET  PROGRAM 

Ail  of  us  are  nwarc  that  the  rocket  progrnm  has  many  failures.  But  no  re- 
sponsible person  suggests  that  we  should  therefore  cut  funds  for  administration, 
research,  and  experiments  on  rockets.  Rather  the  funds  are  increased,  so  that 
funds,  at  least,  will  be  no  barrier  to  a program  that  is  vital  to  our  national 
security. 

Assistance  to  the  countries  which  are  the  natural  targets  of  Communist  In- 
fluence and  even  open  attack  is  no  less  vital  to  our  national  security.  We  be- 
lieve much  greater  effort  should  be  directed  to  making  these  progrnms  fully 
effective.  We  are  shocked  at  the  prohibitions  made  by  the  House  Appropriations 
Committee  on  the  use  of  any  funds  for  the  International  Development  Advisory 
Board,  the  special  education  and  training  program,  and  the  World  Refugee 
Year,  and  by  the  failure  to  make  available  any  additional  funds  for  general 
administrative  expenses. 

OBOE  FUNDB  FOR  DISARMAMENT  RESEARCH 

We  would  also  urge  that  the  committee  add  approximately  half  a million  dollars 
for  studies  by  the  State  Department  on  the  possibilities  and  requirements  of  dis- 
armament. We  have  been  extremely  sorry  to  note  that  no  action  has  been  taken 
as  yet  to  meet  this  very  reasonable  but  importnut  request  from  tbls  Department. 

I believe  it  was  about  a year  ago  that  the  Senate  Subcommittee  on  Disarmament 
recommended  that  these  studies  be  undertaken  in  the  executive  branch.  We 
understand  that  our  negotiators  at  Geneva  these  past  0 mouths  have  been 
handicapped  for  lack  of  adequate  information  on  important  points  relating 
to  this  increasingly  complex  field.  Better  information  Is  highly  desirable  to 
Insure  the  Nation  against  unsafe  arrangements  for  disarmament,  and  to  prevent 
the  Communist  negotiators  from  scoring  propaganda  points;  and  to  present  to 
the  world  this  Nation’s  true  and  proper  demands  for  safety  as  well  as  Its  intense 
interest  in  disarmament. 

If  more  adequate  negotiations  can  lead  to  a degree  of  disarmament,  this  will 
release  funds  which  can  further  strengthen  programs  of  economic  development. 
This  Is  an  important  consideration  which  has  been  brought  before  the  world 
a number  of  times  by  the  President  and  by  U.S.  representatives  at  the  United 
Nations ; and  most  recently,  by  the  U.S.  Senate,  in  Senate  Concurrent  Resolution 
48,  passed  2 weeks  ago  (August  6,  1959),  which  declares  it  to  be  the  sense  of 
the  Congress  that — 

Upon  the  achievement  of  an  agreement  on  the  reduction  of  armaments, 

which  it  fervently  desires,  the  United  States  is  prepared  to  join  with  other 
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signatories  of  tbe  agreement  to  devote  a substantial  portion  of  any  resultant 
savings  to  expand  Its  works  of  peace  throughout  the  world. 

It  would  be  a most  appropriate  expression  of  this  sentiment  to  provide  funds 
for  studies  to  improve  and  accelerate  our  negotiations  for  disarmament.  The 
fact  that  the  amount  of  money  required  is  small  makes  this  effort  particularly 
worth  undertaking. 


Southern  States  Industrial  Council 

STATEMENT  OF  TYRE  TAYIOR,  REPRESENTATIVE 
General  Statement 

Chairman  Hayden.  Mr.  Tyre  Taylor,  general  counsel,  Southern 
States  Industrial  Council. 

Mr.  Taylor.  My  name  is  Tyre  Taylor  and  my  address  is  1010  Ver- 
mont Avenue  NW.,  Washington. 

I appear  on  behalf  of  the  Southern  States  Industrial  Council,  the 
headquarters  of  which  are  in  the  Stahlman  Building,  Nashville,  Tenn, 

The  council  represents  virtually  all  lines  of  industry  in  the  16 
Southern  States,  from  Maryland  to  Texas,  inclusive. 

POLICY  ON  FOREIGN  ADI 

At  its  annual  meeting  held  in  Williamsburg,  Va.,  on  May  14^16, 
1959,  the  council’s  board  of  directors  unanimously  reaffirmed  the  fol- 
lowing statement  on  policy  on  foreign  aid : 

Foreign  aid : We  do  not  believe  it  1b  possible  to  buy  reliable  friends  and  allies 
and  keep  them  bought. 

We  also  know  from  experience  that  we  cannot  permanently  strengthen  our 
friends  or  deter  our  enemies  by  subsidizing  socialism,  or  aiding  communism, 
both  of  which  we  have  at  times  done. 

We  believe  our  Government  should  avoid  dissipation  of  the  Nation’s  resources 
In  impossible  attempts  to  raise  the  living  standards  of  vast  segments  of  the 
world’s  ever  growing  population.  We  believe  such  ill-conceived  attempts  are 
foredoomed  to  failure  and,  by  raising  false  hopes,  make  more  enemies  than 
friends. 

The  council  therefore  favors  the  prompt  and  substantial  reduction  of  foreign 
economic  aid,  with  a view  to  its  early  elimination  and  a continuing  review  of 
our  policy  of  military  aid. 

Consistent  with  that  policy,  I should  like  respectfully  to  urge  the 
committee  to  keep  the  cuts  made  by  the  House— in  the  total  amount 
of  $1,243  million  below  the  administration’s  request  for  fiscal  1960, 
and  $390  million  below  the  House  authorization — and,  as  has  so  often 
happened  in  the  past,  restore  them.  Several  considerations  would 
seem  to  support  this  suggestion : 

1.  In  the  first  place,  and  as  Congressman  Passman  said  in  present- 
ing the  bill  to  the  House,  and  as  the  council  has  asserted  in  its  declara- 
tion, we  cannot  buy  friends,  and  keep  them  bought. 

The  reason  for  this  is  very  simple,  and-  also  very  human.  If  one 
country  is  made  a recipient,  how  can  others  be  denied  ? And  if  one 
is  given  more  than  another,  all  recipients  then  clamor  for  more. 

ft  is  a simple  statement  of  fact  to  say,  as  the  Citizens  Foreign  Aid 
Committee  has  said,  that  after  nearly  15  years  of  foreign  aid,  and  after 
spending  $82  billion  on  it  since  World  War  II,  the  United  States  of 
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America  is  probably  the  most  universally  disliked  nation  in  the  whole 
world. 

2.  Foreign  economic  aid  is  foredoomed  to  failure  by  the  explosive 
population  growth  in  the  underdeveloped  countries. 

DBAPEH  COMMITTEE  HEPOBT 

Only  last  month  the  Draper  Committee  appointed  by  the  President 
to  study  the  effectiveness  of  foreign  aid,  declared  that — 

no  realistic  discussion  of  economic  development  can  fall  to  note  that  develop- 
ment efforts  in  many  areas  of  the  world  are  being  offset  by  Increasingly  rapid 
population  growth. 


PROBLEM  or  RAPID  POPULATION  GROWTH 

I shall  cite  only  two  examples,  both  taken  from  an  article  by  Robert 
C.  Cook,  president  of  the  Population  Reference  Bureau,  which 
appeared,  of  all  places,  in  the  Washington  Post  of  Sunday,  August 
2,  1959: 

The  first  is  India,  a major  recipient  of  economic  foreign  aid — more 
than  one-third  of  a billion  dollars  last  year — and  Mr.  Cook  says  her 
predicament  is  typical. 

India’s  second  5-year  plan  now  entering  its  third  year,  has,  in  Mr. 
Cook’s  words — 

encountered  major  difficulties  because  rapid  population  growth  Is  virtually  can- 
celing out  all  gains  In  agricultural  production,  and  this,  In  turn,  retards  indus- 
trial development. 

He  continues: 

Unquestionably,  India’s  death  rate  will  decline  In  the  next  10  years.  Unless 
her  birth  rate  begins  to  drop  considerably  by  1975,  there  can  be  little  hope  for 
an  economic  breakthrough  for  India. 

The  other  example  is  politically  volatile  Egypt.  A recent  Cairo  . 
dispatch  reported  that  during  that  country’s  5-year  industrialization 
program,  new  industries  will  absorb  100,000  workers. 

But  during  the  same  period,  900,000  young  Egyptians  will  reach 
voting  age.  Assuming — and  this  may  be  a somewhat  violent  assump- 
tion— that  400,000  of  these  can  be  absorbed  into  agriculture,  a surplus 
of  400,000  will  be  left  to  join  the  ranks  of  the  country’s  unemployed. 
In  summarizing,  Mr.  Cook  says — 

that  the  world  today  is  In  the  midst  of  an  explosion  of  people  the  likes  of  which 
never  before  has  been  seen — 

that — 

any  prolonged  continuation  of  the  present  rapid  multiplication  of  people  could 
only  result  in  a worldwide  crisis — 

which  no  nation  could  hope  to  escape. 

LIMIT  TO  U.8.  FINANCIAL  CAPABILITIES 

3.  Third — and  bearing  in  mind  that  the  administration’s  request  is 
the  largest  in  history  ana  that  Mr.  Dillon  indicated  to  the  House  com- 
mittee that  foreign  aid  might  go  on  forever — there  is  a limit  to  this 
country’s  financial  capabilities,  a limit  which,  as  I shall  indicate  later, 
may  have  already  been  passed. 
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TOTAL  PUBLIC  DEBT  OF  OTHER  NATIONS 

According  to  figures  presented  to  the  House  by  Mr.  Passman,  the 
total  public  debt  of  all  the  nations  of  the  world,  including  the  Com- 
munist bloc,  but  excluding  the  United  States  is  $236,457  billion. 

The  Federal  budget  has  been  balanced  only  five  times  in  the  pust 
27  years;  and  the  last  time  I looked  at  our  public  debt  figures,  they 
were  over  $281)  billion,  or  $53  billion  in  excess  of  the  consolidated  public 
debt  of  all  the  rest  of  the  nations  of  the  world. 

And  this  $28S)  billion  figure  does  not.  include  contingent  liabilities 
of  the  Government,  variously  estimated  at  from  $200  billion  to  $300 
billion. 

Since  1039,  the  dollar  has  lost  52  percent  of  its  value — purchasing 
power.  The  erosion  since  1950  alone  has  been  17  cents;  and  7 cents 
in  just  the  1956-58  period. 


CREEPING  INFLATION 

It  may  be  noted  in  passing  that  the  creeping  inflation  of  1956-58 
presented  the  paradox  of  prices  going  up  persistently  throughout  a 
recession  and  ignoring  the  traditional  restraints  of  idle  manpower 
and  production  facilities  and  abundance  of  all  kinds. 

GOLD  RESERVE 

At  the  beginning  of  1958,  our  gold  reserve  amounted  to  $22.9  billion. 
During  that  year  alone,  $2.26  billion  was  taken  from  us  by  foreign 
countries  and  this  trend,  together  with  a rise  in  imports  and  a falling 
off  of  exports,  has  continued  in  1959. 

Since  1950  the  dollar  deposits  in  this  country  by  foreign  govern- 
ments have  increased  from  $3.9  billion  to  $8.7  billion. 

In  addition,  foreign  individuals  and  foreign  banks  now  have  dollar 
deposits  in  the  U.S,  banks  of  $5.8  billion.  This  total  of  $14.5  billion 
is  convertible  into  gold  upon  demand. 

In  other  words,  70  percent  of  our  gold  reserve  is  subject  to  foreign 
demands — source,  International  Monetary  Fund. 

FUTURE  OF  AMERICAN  DOLLAR 

It  may  be  distressing,  as  he  said,  but  it  is  hardly  surprising  that, 
on  a recent  trip  abroad,  Mr.  William  McChesney  Martin,  Chairman 
of  the  Federal  Reserve,  found,  and  I quote — 

among  intelligent  and  perceptive  men  in  tliose  countries  a growing  distrust  over 
the  future  of  the  American  dollar. 

At  home,  the  experience  of  the  Treasury  in  refinancing  outstanding 
bond  issues  reveals  the  same  distrust. 

As  long  ago  as  last  September,  the  First  National  City  Bank  of  New 
York  was  writing  in  its  letter  that — 

nobody  wants  Government  bonds.  * * * The  independence  of  the  Federal  Re- 
serve cannot  survive  if  the  Treasury  cannot  finance  successfully  in  the  open 
market.  The  road  will  be  opened  to  uncontrolled  inflation. 

The  Trensury,  recognizing  the  stark  realities  of  this  situation,  has 
asked  Congress  to  permit  it  to  pay  increased  rates,  but  one  suspects 
that  tliis  is  not  the  end  of  the  story . 
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Anyway,  perhaps  enough  has  been  said  to  establish  the  fact  that, 
vast  as  they  are,  tills  Nation’s  resources  are  not  inexhaustible  ana 
that  we  are  losing,  if  indeed  we  have  not  already  lost,  our  fiscal  sanity 
in  this  matter  of  foreign  aid. 

JUSTIFICATION  OF  FOREION  AID 

If,  as  wo  deeply  believe,  you  cannot  buy  friends  and  keep  them 
bought;  and  if,  as  the  facts  would  seem  to  indicate,  foreign  economic 
aid  is  foredoomed  to  failure  in  any  event  because  of  the  exploding 
populations;  and  if,  as  the  facts  w-ould  also  seem  to  indicate,  this 
country  is,  by  any  honest  standard  or  accounting,  moving  straight 
toward  national  bankruptcy — if  these  things  are  true,  how  is  con- 
tinued big  foreign  economic  aid  to  be  justified?  What  possible  valid 
argument  can  be  advanced  for  restoring  the  cuts  made  by  the  House 
to  the  bill  ? 

The  argument  most  frequently  heard  and  apparently  most  heavily 
relied  upon  by  the  proponents  of  big  foreign  economic  aid  is  that 
somehow  it  operates  to  stop,  or,  at  least  slow  down,  the  spread  of 
communism. 

Let  us  examine  that  a little. 

The  first  question  that  arises  is,  How  do  you  stop  or  slow  down 
communism  by  subsidizing  socialism  ? Execpt  for  the  ways  in  which 
they  traditionally  come  to  power — one  by  popular  vote,  the  other  by 
violence — the  two  systems  certainly  bear  striking  resemblances. 

In  both,  the  state  owns  and  operates  the  means  of  production  and 
distribution;  and  both  regiment  the  people. 

Thus,  and  as  the  Citizens  Foreign  Aid  Committee  points  out,  the 
$7  billion  which  we  have  contributed  to  Britain’s  economic  program, 
directly  or  indirectly,  has  helped  nationalize  the  Bank  of  England ; the 
gas,  electric,  and  coal  mining  industries;  the  railways  and  the  canals. 
It  also  assisted  Britain  to  adopt  socialized  medicine. 

It  is  a much  shorter  ideological  distance  from  socialism  to  com- 
munism than  it  is  from  any  free  enterprise  system  to  the  Soviet  way. 
Or,  as  the  Citizens  Foreign  Aid  Committee  puts  it: 

It  (foreign  aid)  baa  tended  to  promote  philosophies  akin  to  communism. 

And,  of  course,  in  some  countries,  as  Yugoslavia,  Indonesia,  and 
Polana,  we  subsidize  communism  directly. 

It  is  also  said  that  poverty  is  conducive  to  the  growth  of  com- 
munism. If  this  is  true,  which  we  do  not  believe,  then  we  submit 
that  no  amount  of  money  which  conceivably  can  be  wrung  from  the 
American  taxpayers,  would  suffice  to  bring  about  any  significant  or 
meaningful  rise  in  the  living  standards  of  the  76  nations  which,  since 
World  War  II,  have  been  recipients  of  foreign  economic  aid. 

Mr.  Passman  told  the  House  that  : 

We  cannot  improve  their  living  standards  by  as  much  as  1 percent,  even  If 
we  should  give  away  everything  we  own  and  treasure. 

But  it  is  simply  not  true  that  poverty  breeds  communism.  If  it  were 
true,  Spain  and  Ireland,  most  of  the  Middle  East  and  Africa,  to  name 
a few  of  the  areas  of  the  world  that  have  experienced  extreme  poverty, 
would  have  long  since  gone  Communist. 
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And,  coming  closer  home,  our  American  South  was  devastated  and 
laid  waste  during  the  Civil  War.  There  was  no  Marshall  plan  or 
foreign  aid  to  help  it. 

But  did  the  South  go  Communist  or  Socialist? 

No,  it  didn’t. 

It  went  to  work. 

Thank  you,  Mr.  Chairman. 

OOIUIITTO  UEGEflB  » 

Chairman  Hayden.  Thanh  you,  sir,  for  your  appearance  this 
morning. 

The  committee  will  stand  adjourned  until  Monday  morning  at  10 :30. 

(Thereupon,  at  12:15  pun.,  Friday,  August  21, 1959,  the  committee 
was  recessed,  to  reconvene  at  10 :30  a.m.,  Monday,  August  24, 1959.) 
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MONDAY,  AUGUST  84,  1659 

U.S.  Sbnatb, 

Committee  on  Appropriations, 

Washington,  D.C. 

The  committee  met.  pursuant  to  recess,  at  10:30  a.m.,  in  room  1224, 
New  Senate  Office  Building,  Hon.  Carl  Hayden,  chairman  of  the 
committee,  presiding. 

Present:  Chairman  Hayden,  Senators  Ellen der,  Monroney,  Dwor- 
shak,  and  Allott.  — 

CIVIL  FUNCTIONS— DEPARTMENT  OFTHE  ARMY 

STATEMENT^/6f  MAJ.  GEN.  A^D;  HMD,  CHIEF,  blVIL  AFFAIRS, 
DEPARTMENT  OF  THE  ARMY,  ACCOMPANIED  BY  EDWARD  W. 

o’flaherty,  chief,  economics  division;  henry  wohe, 

CHIEF,/ ECONOMICS  AFFAIRS  BRANCH;  MAYNARD  N,  SHIRVEN, 

director  of  Plans  and  programs,  u.s.  civil  adminis- 
tration, RYUKYUS;  ^Ol;  MELVIN  T.  EDMONDS,  DtRECTO- 
* RAT^  OF  CIVIL  ENGINEERING,  U,S,  AIR  FORCE;  COL,  A.  E. 
DUBpER,  SUPPLY  DEPARTMENT  HEADQUARTERS,  U.S.  MARINE 
CORPS,  OFFICE,  CIVIL  AFFAIRS;  MAJ.  GEN.  DAVID  W.  frBAUB, 
DIRECTOR  OF  ARMY  BUDGET;  Rt  L.  T&ACY,  LEGAL  ADVISER  TO 
THE  COMPTROLLER  OF  THE  ARMT^  STUART  H.  D./ FREED, 
BUDGET  ANAL YST/OFFrCB,  COMPTROLLER  OF  THE  ARMY;  AND 
MAJ.  CALVIN  WALL,  U.S.MA*lNE  CO^PS 

\ \ \ s'  / 

\ Power  \3ystem  In  Rtuktu  Islands  / 

Chairman  Harden.  The  committee  will  please  co*6e  to  order. 

We  will  consider  |his  morning  the  appropriation^  requested  by  the 
Department  of  the  Army  for  the  conetructjon  of  the  power  system 
in  the  Ryukyu  Islands  aud  the administration  of  the  Ryukyu  Islands. 
The  reclama  will  be  placed  in  the  record  at  this  point. 

I will  place  also  iD  the  record  at  this  point  letters  from  Acting 
Secretary  of  the  Air  Force,  Mr.  Garlock;  Acting  Secretary  of  the 
Navy,  Mr.  BaDtz,  and  the  Deputy  Secretary  of  Defense,  and  the 
Acting  Secretary  of  State,  Mr.  Parsons. 

Also  there  is  a statement  citing  the  basic  authority  underlying  the 
appropriation  for  administration  of  the  Ryukyu  Islands  so  that  if  a 
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question  is  raised  in  the  Senate  as  well  as  in  the  House  it  can  be 
shown  that  it  is  undoubtedly  in  order. 

General,  you  may  proceed. 

(The  information  referred  to  follows:) 


Department  of  the  Air  Force, 

Office  of  the  Secretary, 
Washington,  A ugust  SO,  1959. 

Hon.  Carl  Hayden, 

Chairman,  Committee  on  Appropriations, 

U.S.  Senate. 


Dear  Mr.  Chairman:  I understand  that  the  Department  of  the  Army  iB 
requesting  that  your  committee  restore  the  $18  million,  deleted  by  the  House  o' 
Representatives  from  H.lt.  8385  on  a point  of  order,  for  fiscal  year  1900  appropria- 
tion for  "Construction  of  power  systems,  Ryukyu  Islands." 

Since  the  Air  Force  installations  on  Okinawa  are  supplied  electric  power  by  the 
Army-operated  integrated  island  power  system,  the  Department  of  the  Air  Force 
shares  the  concern  of  the  Department  of  the  Army  over  the  current  and  prospec- 
tive power  situation  on  Okinawa.  Air  Force  installations  currently  consume  29 
percent  of  the  power  generated  by  the  system. 

The  urgency  for  additional  power  generating  facilities  sought  by  the  Depart- 
ment of  the  Army  is  evident  in  the  fact  that  combined  military  services  and  civil 
economy  power  demand  will  exceed  the  firm  capacity  of  total  existing  power 
generating  facilities  before  the  end  of  this  calendar  year.  Any  further  delay  in 
initiating  construction  of  new  generating  facilities  may  imperil  the  ability  of  the 
Air  Force  to  carry  out  its  assigned  mission  in  this  key  strategic  area. 

Accordingly.  I respectfully  request  that  your  committee  act  favorably  on  the 
Department  or  the  Army’s  request  for  restoration  of  the  $18  million  for  fiscal  year 
J9G0  appropriation  for  “Construction  of  power  systems,  Ryukyu  Islands." 

Sincerely  yours, 

Lyle  R.  Garloce, 

Acting  Secretary  of  the  Air  Force. 


Department  of  the  Navy, 

Office  of  the  Secretary, 
Washington , D.C.,  August  22,  1969. 

Hon.  Carl  Hayden, 

Chairman,  Committee  on  Appropriations, 

U.S.  Senate, 

Washington,  D.C. 

Dear  Senator  Hayden:  It  has  come  to  ray  attention  that  the  Secretary  of  the 
Army  has  requested  your  committee  to  restore  the  $18  million  deleted  by  the 
House  of  Representatives  from  H.R.  8385,  the  fiscal  year  I960  appropriation  bill 
for  "Construction  of  power  systems,  Ryukyu  Islands."  Thismoney  was  to  have 
been  for  the  construction  of  an  additional  electric  power  station  in  Okinawa  and 
was  deleted  on  a point  of  order  rather  than  for  economy  or  other  substantive  rea- 
sons. 

Since  the  Navy  and  Marine  installations  on  Okinawa  are  supplied  with  their 
elect  ric  power  requirements  by  the  Army  operated  integrated  island  power  system, 
the  Department  of  the  Navy  shares  the  concern  of  the  Department  of  the  Army 
over  the  current  and  prospective  power  situation  on  Okinawa.  Navy  and  Marine 
installations  currently  consume  10.5  percent  of  the  power  generated  by  the  system. 
This  will  rise  to  12  percent  in  1960  and  16.5  percent  in  1901  as  construction  of 
important  new  Marine  facilities  is  completed.  As  you  know,  the  Navy  and  Marine 
requirements  on  Okinawa  will  continue  to  grow  directly  as  these  forces  are  with- 
drawn from  Japan  in  accordance  with  the  spirit  of  the  Eisenhower-Kishi  communi- 
que of  June  21,  1957. 

The  urgency  of  the  need  for  the  additional  power-generating  facilities  sought 
by  the  Department  of  the  Army  is  evident  in  the  fact  that  combined  military  serv- 
ices and  civil  economy  power  demand  will  exceed  the  firm  capacity  of  total  existing 
power-generating  facilities  in  the  system  before  the  end  of  this  calendar  year. 
Any  further  delav  in  initiating  construction  of  new  generating  facilities  will  im- 
peril the  ability  of  the  Navy  and  Marines  to  carry  out  their  assigned  missions  in 
this  key  strategic  area.  Accordingly,  I vfrish  to  lend  my  support  to  the  Secretary 
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of  the  Army’s  request  for  restoration  of  the  $18  million  for  fiscal  year  1960  ap- 
propriation for  "Construction  of  power  systems,  Ryukyu  Islands.” 

Sincerely  yours, 

F,  A.  Bantz. 

Acting  Secretary  of  the  Navy. 


The  Secretary  op  Defense, 

Washington,  August  £9,  1959. 

Hon.  Carl  IIavden, 

Chairman,  Committee  on  Appropriations, 

U-S.  Senate- 

Dear  Mr.  Chairman:  I wish  to  endorse  most  strongly  the  request,  forwarded 
to  your  committee  by  the  Department  of  the  Army,  for  restoration  of  the  $18 
million,  deleted  by  the  House  of  Representatives  from  the  mutual  security  and 
related  agencies  bill  (H.R.  8385)  on  a point  of  order,  for  fiscal  year  1960  appro- 
priation for  "Construction  of  power  systems,  Ryukyu  Islands.” 

In  addition  to  supplying  the  power  needs  of  the  civilian  economy,  the  Army- 
operated  power  system  supplies  the  power  required  by  all  of  our  military  services 
on  Okinawa.  These  combined  requirements  are  rising  sharply,  'They  will 
exceed  the  firm  capacity  of  the  system  this  year.  The  additional  power  facilities 
for  which  appropriation  is  requested  are  urgently  required  to  insure  our  ability  to 
carry  out  U.S.  administration  and  defense  responsibilities  in  this  key  strategic 
area. 

Accordingly,  I respectfully  urge  that  your  committee  restore  the  $18  million 
requested  for  fiscal  yenr  1960  appropriation  for  "Construction  of  power  systems, 
Ryukyu  Islands”  and  also  support  the  full  requirements  presented  for  “Aid  to  the 
Ryukyuan  Economy"  and  the  representation  allowance  for  the  High  Commissioner 
of  the  Ryukyu  Islands. 

Sincerely  yours, 

Thomas  8.  Gates,  Deputy , 


Department  of  the  Army, 
Washington,  D.C.,  August  18,  1969 , 

Hon.  Carl  Hayden, 

Chairman,  Committee  on  Appropriations, 

U.S.  Senate,  Washington,  D.C. 

Dear  Mr.  Chairman:  The  mutual  security  and  related  agencies  appropriation 
bill  (H.R.  8386)  as  approved  by  the  House  of  Representatives  has  eliminated,  on 
a point  of  order,  funding  required  for  "Construction  of  power  systems,  Ryukyu 
Islands.” 

There  is  being  transmitted  to  your  committee  the  reclama  of  the  Department 
of  the  Army  for  this  vitally  needed  power-generating  project  for  w'hich  the  Appro- 
priations Committee  of  tne  House  of  Representatives  had  approved  an  appro- 
priation of  $18  million. 

The  House  committee  approval  was  made  pursuant  to  a recent  intensive,  on- 
the-spot  review  of  the  requirement  and  a most  favorable  report  by  its  investi- 
gative staff,  as  well  as  a personal  visit  to  the  Ryukyu  Islands  by  the  chairman  of 
its  Foreign  Operations  Subcommittee.  The  House  committee  report  (No.  712) 
8t&t6S  ’ 

"The  committee  haB  approved  an  appropriation  of  $18  million  for  the  initiation 
and  completion  of  construction  of  an  electric  power  system  for  this  group  of  islands, 
which  is  a very  vital  link  in  our  western  Pacific  defense  organization.  The 
budget  estimate  proposed  a partial  funding  of  this  project  with  an  appropriation 
of  $10  million  as  the  first  increment.  The  committee  prefers  to  provide  complete 
funding  in  order  to  avoid  undue  delay  and  revision  of  plans  which  so  frequently 
occurs  when  such  work  is  done  on  a piecemeal  basis.  The  amount  of  $18  million 
is  recommended  with  the  understanding  that  the  entire  project  will  be  completed 
within  this  amount.  .... 

“It  is  the  committee’s  desire  that  American  manufactured  products  should  bj 
used  in  this  project  wherever  feasible.”  .... 

As  your  committee  knows,  the  Department  of  the  Army  has  been  urgently 
seeking  appropriation  for  this  requirement  since  1957  to  meet  the  rapidly  expand- 
ing power  needs  of  the  civil  economy  and  the  military  base.  The  delay  to  date, 
plus  the  inevitable  3-year  leadtime  for  construction,  poses  a critical  threat  to  our 
ability  to  carry  out  our  responsibilities  in  this  key  base  area. 
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Within  a few  months  the  combined  electric  power  demand  of  the  civil  economy 
and  the  U.S.  base  complex  will  exceed  the  firm  capacity  of  the  Integrated  Inland 
power  system,  and  the  situation  will  progressively  worsen.  You  will  appreciate), 
then,  that  it  was  a grievous  and  unexpected  blow,  finally  having  achieved  House 
committee  approval,  to  suiTor  deletion  of  the  entire  item  by  the  House  of  Repre- 
sentatives on  a point  of  ordert  which  was  neither  argued  on  the  floor  nor  rulen  on 
by  the  House  Parliamentarian,  to  the  effect  that  the  appropriation  is  not 
authorized. 

The  Department  of  the  Army  considers  that  there  is  adequate)  authority  for  the 
appropriation.  Certainly  it  is  well  established  that  authorization  required  to 
justify  appropriations  may  bo  made  by  ratified  treaty,  as  well  as  by  legislative 
enactment.  In  the  case  of  tho  Ryukyu  Islands,  authority  for  the  provision  of 
vitally  required  facilities,  including  power  generation,  was  derived  in  the  first 
instance  from  the  Hague  Convention  of  1907  which  Jprcscribes  the  duties  and 
obligations  of  an  occupying  power.  Tho  Treaty  of  Peace  with  .fanan,  ratified 
by  tho  Senate  on  April  28,  1952,  provided  for  continuation  of  U.S.  control  of 
the  Ryukyu  Islands  bv  affording  the  United  States  the  right  to  "*  * * exercise 
all  and  any  powers  of  administration,  legislation,  and  jurisdiction  over  tho  territory 
and  inhabitants  of  these  islands  * * 

In  tho  exorcise  of  those  powers  by  tho  President,  tho  Congress  has  considered 
that  the  well-being  of  tho  Uyukyuon  people  is  a responsibility  of  the  United 
States  requiring,  among  others,  the  provision  of  basic  power  facilities.  The 
appropriation  currently  requested  would  make  possible  a continuation  and 
extension  of  the  existing  poiver  facilities  which  were  constructed  with  funds 

fjrovidcd  by  Congress.  Congress  appropriated  51,513,000  for  the  most  recent 
nerement  to  tho  power  Byatom  In  Public  Law  85-170,  fiscal  year  1058,  for  tho 
extension  of  power  transmission  lines  from  K&dena  to  the  new  Marines  camp  at 
Henoko.  It  is,  therefore,  difficult  to  understand  the  basis  upon  which  this  point 
of  order  was  raised. 

Mr.  Chairman,  I wish  to  reiterate  my  deep  concern  as  to  the  gravity  and  the 
urgency  of  this  requirement.  It  is  my  earnest  hope  that  your  committco  in  its 
wisdom  will  sec  fit  to  restore  the  $18  million  as  approved  by  the  Houac  committee, 
for  fiscal  year  1960  appropriation  for  “Construction  of  power  systems,  Ryukyu 
Islands." 

In  doBing,  I request  that  your  committee  also  give  affirmative  support  to  tho 
full  requirements  presented  for  “Aid  to  the  Ryukyuau  economy"  and  the  repre- 
sensation allowance  for  the  High  Commissioner  of  the  Rynkyu  Islands. 

Sincerely  yours, 

Hugh  M.  Milton  II. 

Under  Secretary  of  the  Army. 

TITLE  II— DEPARTMENT  OF  THE  ARMY— CIVIL  FUNCTIONS 
Ryukyu  Islands,  Army — Administration 
(P,  9,  line  3 and  p..  9,  line  13) 


1959  appropriation -- . . $2, 860, 400 

1960  estimate . .. _ 6,282,000 

House  committee.-- 5,  282,  000 

House  floor--. — 5,282,000 


(House  hearings,  p.  122) 

The  Department  of  the  Amy  requests  the  following  amendments: 

PROPOSED  AMENDMENTS 

A.  Page  9,  line  3,  strike  out  “$3,000"  and  insert  in  Ueu  thereof  “$4,000”  which 
to  the  budget  estimate  and  an  increase  of  $1 ,000  over  the  House-approved  amount. 

B.  Page  9,  line  13,  strike  out  “$5,282,000”  and  insert  In  lieu  thereof 
“$6,282,000”  which  is  the  budget  estimate  and  an  increase  of  $1,000,000  over  the 
House-approved  amount. 
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EFFECT  OF  PROPOSED  AMENDMENTS 

A.  Proposed  amendment  on  page  9,  tine  3.  will  restore  the  amount  of  $4,000 
as  the  limitation  to  be  pieced  on  the  Item  “Contingencies  for  the  High  Commis- 
sioner,” 


Activity 

Limitation 
In  act 

Proposed 

amendment 

Total 

request 

Contingencies  for  the  High  Comiht^lomir. 

*3,000 

11,000 

HOOO 

B.  Proposed  amendment  on  page  9.  line  13,  will  restore  the  amount  of  $6,282,000 
as  tho  appropriation  for  “Ryukyu  Islands,  Army,  Administration," 


Activity 

Amendment 
In  not 

Proposed 

amendment 

Total 

request 

AM  to  Ryukyuan  economy 

Exchange  nf  persons 

HOH0W 

264,000 

aoo.  mo 

1,633,000 

ti.ow.ow 

H 066,000 
2H0W 
300,  OW 
1,623.000 

Coni  traction  or  UBCAK  lacIlltiM 

Administration-- „ _ 



6,282,000 

H 

61382,000 

HOUSE  COMMITTEE  REPORT 

“administration 

“The  Department  of  tho  Army  serves  as  executive  agent  for  the  U.8.  Civil 
Administration,  Ryukyu  Islands.  The  budget  estimate  for  this  purpose  for  fiscal 
year  1060  is  $6,282,000. 

“The  committee  recommends  an  appropriation  of  $5,282,000,  a reduction  of 
$1  million  in  the  estimate.  The  reduction  is  in  the  activity,  ‘Aid  to  Ryukyuan 
Economy'  for  which  $4,085,000  was  requested.” 

JUSTIFICATION  OF  PROPOSED  AMENDMENTS 

Contingencies  for  the  High  Commissioner 

A.  Restoration  of  the  amount  of  $1,000  in  the  item  of  “Contingencies  for  the 
High  Commissioner”  is  sought  to  rectify  an  inequitable  situation.  Over  the  past 
several  years,  the  High  Commissioner  has  been  given  a representation  allowance 
which  is  inadequate  to  enable  him  to  maintain  his  position  as  the  senior  11.8, 
representative  in  the  Ryukyu  Islands  in  a manner  reflecting  credit  on  the  United 
States.  As  a result  he  and  his  staff  have  been  required  to  provide  from  tbelr 
personal  reserves  the  excess  sums  necessary. 

Ryukyu  Islands,  Army,  administration 

B.  Recent  events,  including  the  continuing  tension  in  the  Taiwan  Straits  and 
the  Chinese  Communist  aggression  in  Tibet,  confirm  the  strategic  importance  of 
Okinawa,  and  pointedly  illustrate  its  position  as  the  great  fortress  of  the  free  world 
in  Asia  and  the  visible  symbol  of  U.8,  determination  and  military  capability  in  the 
face  of  a constantly  probing  enemy.  The  strength  and  stability  of  that  position 
depend  in  large  measure  on  the  manner  in  which  the  United  States  meets  iU. 
responsibility  for  the  welfare  of  the  Ryukyuan  people.  The  past  year  has  been 
marked  by  highly  favorable  developments,  and  there  is  now. a wide-spread  and 
genuine  belief  among  the  Ryukyuans  in  a bright  future.  The  security  interests 
of  the  United  States  will  be  served  by  giving  substance  to  the  hopes  of  these  people. 
Assistance  of  the  requested  magnitude  will  represent  an  enlightened  and  econom- 
ical investment  in  tne  political  and  economic  stability  so  vital  for  effective  utilisa- 
tion of  the  half-billion  dollar  base  on  Okinawa,  and  is  required  in  the  furtherance 
of  national  policy  objectives. 
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Construction  or  Power  Systems,  Ryukyu  Islands 
(P.  11,  line  5] 


1050  supplemental  estimate. ^ .... — $10,  000, 000 

I960  estimate 0 

House  committee - - - - 18,  000,  000 

House  floor... - l) 


(House  hearings,  p.  122) 

, The  Department  of  the  Army  requests  the  following  amendment. 

rilOrOHKI)  AMENDMENT 

Page  11,  line  5 ot  sequitur,  insert: 

"construction  of  power  systems,  hyukvu  islands 

"For  expenses  necessary  to  carry  out  certain  responsibilities  ami  obligations 
of  the  United  States  by  providing  for  loans  by  the  Secretary  of  the  Army  to  the 
Ryukyu  Fleet ric  Power  Corporation,  an  instrumentality  of  the  U.S.  Civil  Admin- 
istration of  it  he  Ryukyu  Islands,  for  construction,  installation,  and  equipment  of 
electric  power  systems  in  the  Ryukyu  Islands,  $18  million,  to  remain  available 
iint.il  expended;  l^ronided,  That  repayment  of  such  loans  shall  be  made  to  mis- 
cellaneous receipts  of  the  Treasury  over  a period  of  twenty-five  years  to  commence 
five  years  after  the  date  nay  such  loan  is  made,  with  interest  at  such  rate  as  may 
be  fixed  by  the  Secretary  of  the  Treasury,  taking  into  consideration  the  current 
average  market  yields  of  outstanding  marketable  obligations  of  the  United  States 
having  a comparable  maturity." 

EFFECT  OF  PROPOSED  AMENDMENT 

Proposed  amendment  will  add  to  the  bill  an  appropriation  of  $18  million  for 
the  construction  of  a new  powcrplant  at  Kin  Okinnwn — an  appropriation  which 
was  recommended  by  the  Committee  on  Appropriations  of  the  House  of  Repre- 
sentatives, and  included  in  the  House  committee  print  of  H.R.  8385,  but  rejected 
by  the  whole  House  on  a point  of  order  to  the  effect  that  the  appropriation  is  not 
authorized. 

Although  the  House  committee  recommended  this  appropriation  without 
requirements  for  repayment,  it  is  considered  practicable,  in  consonance  with 
the  views  expressed  bv  the  Senate  Committee  on  Appropriations  (Ropt.  No.  207 
Apr.  18,  1959),  to  make  repayment  provided  liberal  terms  are  extended. 

BOUSE  COMMITTEE  REPORT 

"Construction  of  power  systems. — The  committee  has  approved  an  appropriation 
of  $18  million  for  the  initiation  and  completion  of  construction  of  an  electric  power 
system  for  this  group  of  islands,  which  is  a very  vital  link  in  our  western  Pacific 
defense  organization.  The  budget  estimate  proposed  a partial  funding  of  this 
project  with  an  appropriation  of  $10  million  as  the  first  increment.  The  com- 
mittee prefers  to  provide  complete  funding  in  order  to  avoid  undue  delay  and 
revision  of  plans  which  so  frequently  occurs  when  such  work  is  done  on  a piece- 
meal basis.  The  amount  of  $18  million  1b  recommended  with  the  understanding 
that  the  entire  project  will  be  completed  within  this  amount. 

"It  is  the  committee’s  desire  that  American  manufactured  products  should  be 
used  in  this  project  wherever  feasible." 

JUSTIFICATION  OF  PROPOSED  AMENDMENT 

Authority  for  appropriations  necessary  for  the  administration  of  and  assistance 
to  the  Ryukyu  Islands  is  contained  in  treaty  law.  During  tho  occupation  period 
between' 1945  and  1952,  appropriations  were  granted  under  Government  and 
Relief  in  Occupied  Areas  (GARIOA)  pursuant  to  authority  contained  in  the 
Hague  Convention  of  1907  (36  Stat.  2279,  2306,  and  2308).  Since  1952  authority 
for  continued  U.S,  control  has  been  contained  in  the  Treaty  of  Peace  with  Japan, 
ratified  by  the  Senate  on  April  28,  1952,  article  3 of  which  provides  for  the  exer- 
cise by  the  United  States  or  any  and  all  powers  of  administration,  legislation,  and 
jurisdiction.  The  President  has  discharged  the  duties  correlative  to  the  grant 
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of  authority  and  the  means  for  so  doing  have  from  year  to  year  boon  expressly 
and  specifically  provided  by  congressional  appropriation. 

In  the  exorcise  of  its  authority,  the  United  States  enjoys  thu  attributes  of 
sovereignty.  However,  tlio  Ryukyu  Islands  are  not  U.S.  territory,  never  having 
been  ceded  by  Japan,  IJ.S.  statutory  law  as  a whole  is  not  applicable  to  the 
area.  The  law  applicable  in  the  islands  is  the  law  of  Japan  prior  to  1945  and, 
since  that  time,  enactments  of  the  U.S,  military  government  and  its  successor 
the  IJ.S,  civil  administration  and  the  local  government.  U.K,  courts  have  declared 
the  islands  to  be  a “foreign  country”  in  considering  the  application  of  IJ.S.  statutes 
thereto.  Tlius,  the  United  States  continues  to  administer  the  Ryukyu  Islands 
as  a foreign  area  or  country  under  authority  of  treaty  law.  It  has  been  repeatedly 
reaffirmed  by  the  Congress  that  any  authorization  carried  in  a treaty  is  the  basis 
of  an  appropiiation  just  as  if  it  wore  an  authorization  by  an  net  of  Congress. 

The  additional  power  facilities  requested  are  urgently  required  to  meet  sharply 
rising  power  demands  of  the  civil  economy  and  the  military  bases  on  Okinawa, 


MEMORANDUM 


Basic  Authority  Underlying  Appropriation  Foe  the  Administration  op 

the  Ryukyu  Islands 


basis  of  authority:  IW6-42 


Since  1945  the  United  States  has  exorcised  full  powers  over  the  Ryukyu  Islands, 
of  which  Okinawa  is  the  largest.  Prior  to  the  war  these  islands  were  an  Integral 
part  of  Japan,  but  following  Japan's  surrender,  they  were  treated  as  a separate 
and  distinct  territory  for  the  purpose  of  occupation.  Unlike  Japan,  when1 
occupation  was  carried  out  nominally  under  Allied  authority,  the  occupation  of  the 
Ryukyus  proceeded  solely  under  American  control.  The  measure  of  U.S.  control 
was  determined  by  international  customary  and  conventional  law  as  well  as  uni- 
laterally bv  the  United  States.  While  control  was  restored  to  local  institutions  as 
they  manifested  a capacity  to  exercise  it,  the  United  States  retained  all  powers, 
Bubject  only  to  limitations  imposed  by  international  law. 

As  the  sole  occupier,  the  United  StatcB  was  charged  with  the  responsibility  for 
providing  government  in  occupied  territories,  including  all  measures  necessary  to 
preserve  public  order  and  safety.  The  measure  of  its  responsibility  as  an  occupier 
is  expressed  in  the  Hague  Convention  of  October  18,  1907  (30  Stat.  2259),  and 
later  carried  over  to  trie  Geneva  Conventions  of  1649.  The  United  States  is 
signatory  to  both  which,  as  treaties  duly  ratified  by  the  Senate,  are  part  of  the  law 
of  the  land.  Section  III  of  the  Hague  Convention,  articles  42-56,  is  entitled 
"Military  Authority  Over  the  Territory  of  the  Hostile  State.”  The  portion  of  the 
preamble  and  sections  pertinent  to  tne  legal  authority  of  the  United  States  to 
govern  occupied  territories  are  as  follows: 


Preamble  (86  Stat.  £879) 

"Until  a more  complete  code  of  the  laws  of  war  has  been  issued,  the  high  con- 
tracting parties  deem  it  expedient  to  declare  that,  in  cases  not  included  in  the 
regulations  adopted  by  them,  the  inhabitants  and  the  belligerents  remain  under 
the  protection  and  the  rule  of  the  principles  of  the  law  of  nations,  as  they  result 
from  the  usages  established  among  civilized  peoples,  from  the  laws  of  humanity 
and  the  dictates  of  the  public  conscience," 

Artide  4£  (86  Stat.  £806) 

"Territory  is  considered  occupied  when  it  is  actually  placed  under  the  author- 
ity of  the  hostile  army." 

"The  occupation  extends  only  to  the  territory  where  such  authority  has  been 
established  and  can  be  exercised.” 


Article  4S  (Slat.  £806) 

"The  authority  of  the  legitimate  power  having  in  fact  passed  into  the  hands  of 
the  occupant,  the  latter  shall  take  all  measures  in  his  powrcr  to  restore,  and  insure, 
as  far  as  possible,  public  order  and  safety,  while  respecting,  unless  absolutely 
prevented,  the  laws  in  force  in  the  country," 

Article  65  (86  Stat.  £808) 

"An  army  of  occupation  can  only  take  possession  of  cash,  funds,  and  realizable 
securities  which  are  strictly  the  property  of  the  state,  depots  of  arms,  means  of 
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transport,  stores  and  supplies,  and  generally,  all  movable  property  belonging  to 
the  state  which  may  bo  used  for  military  operations. 

“All  Appliances,  whether  on  land,  «t  sea,  or  In  the  air,  adapted  for  tho  trans- 
mission of  news,  or  for  the  transport  of  persons  or  things,  exclusive  of  cases  gov- 
erned by  naval  law,  depots  of  arms,  and  generally,  all  kinds  of  ammunitions  of 
war,  may  lie  seized,  even  if  they  belong  to  private  individuals,  but  must  be  restored 
and  compensation  fixed  when  pence  is  made." 

The  multilateral  treaties  mentioned  above  to  which  the  United  States  is  a 
signatory  and  which  were  duly  ratified  by  the  Senate,  had  the  force  and  effect  of 
law  and  constituted  the  baste  for  appropriation  of  funds  to  carry  out  their  pur- 
poses. As  was  stated  by  the  Speaker  of  the  House  in  overruling  a point  of  order 
challenging  the  authorization  ror  conversion  of  ships  pursuant  to  an  agreement 
(treaty)  to  reduce  tho  number  of  combat  ships: 

“Consequently,  any  authorization  carried  in  a treaty  is  the  basis  of  an  ap- 
propriation just  as  If  it  were  an  Authorization  passed  by  an  act  of  Congress." 
(Vol.  7,  “Cannon’s  Precedents"  1143.) 


BASIS  OP  AUTHORITY,  1943  TO  PRESENT 


The  Treaty  of  Peace  with  Japan,  ratified  by  tho  Senate  April  28,  1952,  provided 
for  the  administrative  separation  of  tiie  Ryukyus  from  Japan  and  the  oontinued 
exercise  of  all  powers  by  the  United  States.  Under  the  terms  of  article  3 of  tho 
treaty,  Japan  agreed  that  it  would  concur  in  any  proposal  of  the  United  States 
to  the  U.N.  to  place  these  islands,  as  well  as  certain  others,  under  its  trusteeship 
with  the  United  States  as  solo  administering  authority  and  that  pending  such 
disposition  "*  * * tho  United  States  will  have  tho  right  to  exercise  all  and  any 
powers  of  administration,  legislation,  and  jurisdiction  over  the  territory  and 
inhabitants  of  these  islands  * * 

While  Japan  did  not  renounce  all  right,  title,  or  claim  to  the  islands,  it  did  confer 
upon  the  United  States  important  attributes  of  sovereignty  which  the  United 
States  continues  to  exercise  today.  In  describing  the  status  of  these  islands. 
Federal  courts  have  spoken  of  the  exercise  by  the  United  States  of  de  facto 
sovereignty.  Having  never  been  coded  by  Japan,  the  Ryukyu  Islands  are  not 
U.S.  territory,  however.  (Hudson,  "Permanent  Court  of  International  Justice" 
(1920-42  (1943),  66) .)  U.S.  statutory  law  as  & whole  Is  not  applicable  to  the  area. 
The  law  consists  of  the  law  of  Japan  prior  to  1945  and  enactments  of  the  local 
government  and  of  the  civil  administration,  including  those  carried  over  from 
military  government.  U.S.  Federal  courtB  have  declared  the  islands  to  be  a 
“foreign”  country  or  territory  in  oonsideriiig  the  application  of  specific  U.S. 


Authority  for  continuation  of  U.S.  administration  could  1»  sustained  even  in  the 
absence  of  the  language  contained  in  the  treaty  of  peace.  The  Supreme  Court 
has  held  that  military  government  and  the  functions  thereof,  established  under 
occupation  can  continue  after  the  conclusion  of  a peace  treaty  (Cross  v.  Harrison, 
16  How\  164).  Magoon’s  Reports  (pp.  16-37  (1903)),  considers  this  matter  at 
length  and  concludes  that  the  continuance  of  military  government  after  an  ex- 
change of  ratifications  of  a peaoe  treaty  is  in  harmony  with  the  theory  heretofore 
accepted  and  approved  by  the  executive,  legislative,  and  judicial  branches  of  the 
government. 


The  extent  and  exercise  of  U.S.  responsibility 
While  international  law  has  provided  the  authority  for  the  exercise  of  all  powers 
in  the  Ryukyu  Islands,  the  President  has  exercised  that  authority  with  means 
therefor  provided  expressly  and  specifically  by  the  Congress.  It  has  long  been 
held  that  the  President,  as  Commander  in  Chief  during  the  war  and  postwar 
period,  continues  to  exercise  U.S.  powers,  in  the  absence  of  legislative  action  by 
the  Congress.  In  Crais  v.  Harrison  (lfi.How.  1-64)  the  Court,  in  considering  the 
validity  of  an  act  taken  under  authority  of  the  President  in  Cuba  following  the 
Treaty  of  Peace  with  Spain,  declared  that  the  government,  which  was  instituted 
during  the  war  by  command  of  the  President,  “did  not  cease,  as  a matter  of  course, 
or  as  a necessary  consequence,  of  the  restoration  of  peace.  The  President  might 
have  dissolved  it  by  withdrawing  the  Army  and  Navy  offioers  who  administered  it, 
but  he  did  not  do  so.  Congress  could  have  put  an  end  to  it,  but  that  was  not  done. 
The  right  inference  from  the  inaction  of  both  ia  that  it  was  meant  to  be  continued 
until  it  had  been  legislatively  changed  * * *.*' 

The  Court  considered  that  the  goveriiment  continued  without  any  violation  of 
the  Constitution  or  laws  of  the  united  States  and,  until  Congress  acted,  the 
President  could  continue  to  exercise  governmental  functions.  (See  also  Dooley  v. : 
U.S. , 182  U.8.  222;  and,  Galban  A Co.  v.  U.S.,  207  U.S.  579.) 
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The  President  in  Executive  Order  10713,  signed  on  June  5,  1057,  assigned  to  the 
Secretary  of  Defense  the  exercise  of  U.S.  powers  subject  to  his  approval  and 
direction.  He  charged  the  Secretary  of  Defense  with  the  "development  of  an 
effective  and  responsible  Ryukyuan  Government  baaed  on  democratic  principles 
and  supported  by  a sound  financial  structure”  and  with  making  every  effort  to 
"improve  tho  welfare  and  well-being  of  the  inhabitants.”  (22  Federal  Register 
4007  (1957)). 

The  responsibilities  of  tho  United  States  as  "do  facto”  sovereign  result  as  much 
from  the  demands  of  national  security  as  from  humanitarian  considerations.  As 
was  stated  by  a special  subcommittee  of  the  House  Armed  Services  Committee, 
following  a visit  to  Okinawa  in  1956,  tho  U.S.  responsibilities  toward  the  Okina- 
wans "arise  in  the  first  instance  from  our  tradition  of  fair  play.”  They  stated 
further  that  "Okinawa  has  become,  in  its  most  precise  sense,  a ‘showcase  of 
democracy.'  The  eyes  of  the  world  and  particularly  tho  hooded  eye  of  tho  Com- 
munist world  are  fixed  effectively  on  our  actions  in  Okinawa,  tho  latter  in  con- 
centrated study  to  discover  what  can  be  used  as  propaganda  against  us.  These 
two  considerations  have  been  placed  in  order  of  priority — morality  first,  practi- 
cality, second.”  (Report  of  a Special  Subcommittee  of  the  Armed  Services 
Committee  No.  86,  1956,  p.  7668.) 

That  tho  administration  of  the  Ryukyus,  and  the  responsibilities  imposed 
thereby,  arc  not  provisional  or  temporary  in  nature  has  been  made  crystal  clear 
since  December  1953  when  Secretary  of  State  Dulies  stated  that  "the  U.S,  Gov- 
ernment believes  it  is  essential  for  the  success  of  the  cooperative  effort  of  the  free 
nations  of  Asia  and  of  the  world  in  the  direction  of  peace  and  security,  that  the 
United  States  continue  to  exercise  its  present  powers  and  rights  in  the  * * * 
Ryukyu  Islands  and  in  other  islands  specified  in  article  3 of  the  treaty  so  long  as 
conditions  of  threat  and  tension  exist  in  the  Far  East.” 

In  his  budget  message  to  the  Congress  on  January  19,  1959,  the  Fresident 
noted  that  the  United  States  was  empowered  to  continue  to  exercise  jurisdiction 
over  the  territory  and  its  830,000  inhabitants.  Because  of  the  critical  strategic 
importance  of  the  islands  to  the  free  world,  he  stated  that  the  United  States 
"will  be  responsible  for  thoir  administration  for  an  indefinite  period.” 

PROCEDURAL  QUESTION  REGARDING  POWER  DEVELOPMENT  AS  A RESPONSIBILITY  OP 

ADMINISTRATION 

An  adequate  power  system  is  indispensable  to  the  maintenance  of  an  adequate 
standard  of  living  and  a viable  base  of  military  operations  for  all  three  services 
which  have  extensive  installations  there.  The  present  power  system,  which  is 
run  by  the  Army,  was  built  originally  with  GARIOA  funds  under  treaty  author- 
ization. It  was  later  extended  with  funds  appropriated  by  the  Congress.  It  is 
hopelessly  inadequate,  reaching  onlv  64  percent  of  the  680,000  people  who  live  on 
the  main  island  of  Okinawa.  The  expansion  now  proposed  would  bring  power 
to  75  percent  of  the  island's  estimated  population  of  750,000  by  1961.  The  new 
power  requirements  are  related  to  the  present  and  expected  civilian  and  military 
needs. 

Because  power  development  is  fundamental  to  economfc  development  and  the 
maintenance  of  an  adequate  standard  of  living  for  a growing  population,  it  is, 
under  the  conditions  prevailing  in  the  Ryukyu  Islands,  a necessary  function  of 
administration  exercised  by  the  United  States  pursuant  to  authority  contained 
In  the  treaty  of  peace.  As  is  noted  in  the  comments  to  rule  XXI,  Jefferson’s 
Manual  and  Rules  of  the  House,  House  Document  No.  458,  "The  authorization 
by  existing  law  required  in  the  rule  to  justify  appropriations  may  be  made  also 
by  a treaty,  if  it  has  been  ratified  by  both  the  contracting  parties.’1  In  Cannon's 
Precedents,  volume  7,  1936,  page  212,  it  states  that  "In  determining  the  extent 
to  winch  treaties  authorize  appropriations  on  appropriation  bills,  ambiguous 
provisions  are  to  be  construed  In  favor  of  authorization.” 

The  House  has,  in  the  past,  considered  that  the  exercise  of  rights  granted  by 
treaty  constitutes  necessary  authorization.  On  page  204  of  Cannon's  Precedents, 
supra,  reference  is  made  to  appropriations  for  the  Canal  Zone  where  U.S.  rights 
were  derived  from  treaty,  as  Follows: 

"The  right  granted  by  treaty  and  supplemental  legislation  to  maintain  civil 
government  in  the  Canal  Zone  was  held  to  authorize  appropriations  in  general 
appropriation  bills  for  such  maintenance.” 

A review  of  decisions  by  the  Chair  in  passing  upon  points  of  order  in  such  matters 
reveals  the  application  of  the  following  rule:  If  the  appropriation  item  is  necessary 
to  carry  out  the  language  or  function  stated  in  the  treaty,  then  the  item  is  in 
order*  (See  Cannon*!)  Precedents,  vol.  7,  p.  211).  The  maintenance  of  adequate 
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power  tn  tho  Ryukyu  Inlands  is  dearly  a condition  to  the  ofTootivo  exurclflo  of 
U.S.  treaty  powers. 

Additional  to  tho  language  of  tho  treaty  as  constituting  adequate  Authority  for 
«n  appropriation,  coimltlerallon  may  ho  given  to  tho  power  request  ns  n continua- 
tion of  "nuhlic  works  ami  object  b already  in  progress"  and,  therefore,  permissibly 
under  XXI.  It  Ims  been  slnled  that  the  United  Stales  exercises  all  powers  In  tho 
RyukyiiH.  This  is  done  through  a civil  adtuinial  rat  ion  headed  by  a High  Cm  inn  is- 
sinner,  A local  government  of  the  Itvukyu  Islands  (GUI)  was  established  by 
U.S,  edict.  While  local  government  inis  boon  encouraged,  neither  [t  nor  any 
private  agency  is  capable  of  producing  power  which,  under  the  circumstances, 
must  lie  the  responsibility  of  the  United  States  as  administering  authority. 
Power,  in  a real  sense,  Is  a function  of  the  civil  administration  operating  through 
local  agencies.  It-  is  vital  to  the  continuation  and  maintenance  of  stability.  Its 
importance  was  recognized  by  the  Congress  earlier  when  it  appropriated  for  the 
present  power  system  and  favorably  considered  the  improvement  and  augmenta- 
tion of  these  facilities  (Public  I, aw  85-170,  85th  Cong.,  1057).  Improvement  of 
power  facilities,  once  established,  lias  been  approved  without  prior  authorization, 
(Hoe  Cannon's  Precedents,  vol.  7,  p.  <102.) 

CONCLUSIONS 

1.  There  is  adequate  authority  in  tho  treaty  of  jxiacu  necessary  to  provide  for 
approprinl  ions  needed  for  the  effective  exercise  of  Bitch  authority. 

2.  Tiie  President  may  exercise  the  rights  acquired  by  treaty  over  a foreign  area 
to  which  U.S.  statutory  law  does  not  as  a whole  extend. 

3.  Tho  accomplishment  of  basic  strategic  objectives  will  depend  upon  the  ef- 
fective discharge  of  responsibilities  with  respect  to  the  civilian  population. 

4.  The  development,  of  an  adequate  power  system  is  u responsibility  of  effective 
government  under  the  conditions  prevailing  iii  the  Ryukyu  Islands;  and 

5.  The  improvement  and  augmentation  of  existing  power  facilities  may  be 
considered  a function  of  government  and,  in  view  of  congressional  appropriations 
for  the  existing  system  which  is  to  be  continued  and  extended,  cun  be  considered 
a public  work  or  object  already  in  progress,  and  thus  exempt  from  the  application 
of  the  rule  on  tho  basis  of  which  a point  of  order  was  upheld. 


Assistant  Secretary  of  State, 

Washington, 

Hon.  Carl  Hayden, 

Chairman,  Appropriation  Committee, 

U.S.  Senate. 

Dear  Senator  Hayden:  In  connection  with  consideration  of  tho  Mutual 
Security  and  related  agencies  appropriation  bill  (H.R.  8385),  I wish  to  take  this 
opportunity  to  explain  this  Department’s  strong  support  of  tho  request  of  tho 
Department  of  Defense  that  adequate  funds  be  provided  during  fiscal  year  1960 
for  tho  purpose  of  the  administration  and  economic  development  of  the  Ryukyu 
Islands,  including  provision  for  the  construction  of  power  systems,  Ryukyu 
Islands. 

Tho  position  of  the  United  States  in  the  Ryukyu  Islands  was  established  by 
the  Treaty  of  Peace  with  Japan.  As  you  know,  under  article  3 of  the  peace 
treaty,  the  United  States  was  granted  the  right  to  exercise  all  and  any  powers  of 
administration,  legislation  and  jurisdiction  in  the  Ryukyu  Islands.  In  exercising 
such  right,  this  Government  assumes  certain  correlative  responsibilities  in  the 
government  of  the  islands.  The  military  position  which  we  have  established  in 
the  Ryukyu  Islands  is  the  keystone  in  the  arch  of  our  western  Pacific  strategic 
base  system,  which  stretches  from  Alaska  to  southeast  Asia.  Our  ability  to  main- 
tain our  position  in  the  Ryukyus  is  largely  dependent  upon  the  effective  exercise 
of  our  rights  to  administer  the  islands  and,  at  the  same  time,  recognition  of  our 
responsibilities  to  the  civilian  population. 

In  the  Ryukyus  we  are  governing  a foreign  population  of  800,000  people.  In 
so  doing  wc  are  running  contrary  to  the  strong  current  of  nationalism  in  the  Far 
East  where  most  of  the  free  nations  have  only  relatively  recently  achieved  inde- 
pendence. Although  the  Ryukyuans  are  Japanese  nationals,  they  are  as  depend- 
ent upon  the  Government  of  the  United  States  as  if  they  were  American  citizens. 
The  successful  operation  of  the  Ryukyuan  base  complex  is  largely  dependent 
upon  the  good  will  of  the  local  population  which  furnishes  the  labor  force  for  the 
bases  and  which  under  adverse  circumstances  could  create  political  unrest  in  the 
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Ryukyua  which  would  embarrass  tho  United  States  in  the  oyca  of  tho  world, 
weaken  our  military  position,  and  further  stimulate  other  countries  to  urge  our 
withdrawal  from  the  islands. 

The  Ryukyu  Islands  are  overpopulated,  economically  depressed,  and  backward, 
with  very  littlo  in  the  way  of  natural  resources.  Tliey  lmve  always  been  and 

Iirobably  always  will  be  a deficit  area  requiring  substantial  outside  support.  Prior 
n World  War  II  they  obtained  such  support  in  the  form  of  subsidies  from  the 
Japanese  Government,  The  United  .States  has  been  spending  annually  only  about 
$3  to  $1  per  capita  on  government,  administration  and  economic  development  in 
the  Ryukyus.  This  compares  with  the  Japanese  Government’s  annual  expendi- 
tures for  these  purposes  of  about  $9  to  $10  per  capita  in  the  seven  Japanese  pre- 
fectures comparable  in  economic  status  and  population  to  the  Ryukyus.  further- 
more. the  Japanese  tlovorjiment’fl  economic  development  program  for  the  Amami 
Islands  (the  northern  Ryukyus  returned  to  Japanese  administration  in  December 
1063)  provides  for  an  average  annual  expenditure  of  more  than  $20  per  capita 
over  tno  10-year  period  from  1964  to  1964.  Although  our  huge  programs  for 
the  building  of  military  bases  in  the  Ryukyus  have  made  it  possible  up  to  now  for 
tho  islands  to  survive  economically,  this  construction  is  declining  markedly.  In 
tho  fnen  of  this  sharp  decline  in  the  islands’  major  source  of  income,  T believe  we 
must  be  prepared  to  contribute  more  substantially  to  the  Bupportof  Government 
administration  and  economic  development. 

In  tho  opinion  of  this  Department  it  is  vital  to  our  success  in  maintaining  an 
effective  military  base  in  the  Ryukyu  Islands  and  in  carrying  out  our  responsi- 
bilities to  tho  civilian  population  that  we  provide  in  our  administration  of  the 
Islands  sufficient  support  for  necessary  economic  development,  Such  support 
should  provide,  among  other  things,  for  power  facilities  adequate  to  meet  tho 
rapidly  expanding  power  needs  of  both  the  military  base  and  the  civilian  economy. 
I am  informed  that  in  I960  the  combined  power  demand  of  the  local  economy  and 
the  Military  Establishment  will  exceed  the  firm  capacity  of  the  Integrated  Island 
Power  System  and  will  continue  to  increase  sharply  thereafter. 

For  these  reasons  tho  Department  of  State  endorses  the  request  of  the  Depart- 
ment of  Defense  for  the  appropriation  of  sufficient  funds  to  meet  the  requirements 
of  government  administration  and  essential  economic  development  in  the  Ryukyus 
for  fiscal  year  1900,  including  provision  for  “Construction  of  power  systems, 
Ryukyu  Islands.” 

Sincerely  yours, 


J.  Graham  Parsons. 


General  Statement 


General  Mead.  Mr.  Chairman  and  gentlemen,  thank  you  for  this 
opportunity  to  discuss  the  U.S.  program  in  tho  Ryukyu  Islands  and 
its  effect  upon  U.S.  interests  and  responsibilities. 

This  committee  is  well  aware  of  tho  overriding  national  and  free 
world  security  considerations  winch  make  it  essential  that  the  United 
States  retain  full  control  of  these  strategically  important  islands. 

The  still  aggressively  expansionist  policies  and  tho  constantly  prob- 
ing tactics  of  tho  Chinese  Communists  as  evidenced  in  the  Taiwan 
Straits,  Tibet,  and  southeast  Asia,  and  the  thinning  out  of  the  U.S. 
forces  in  the  Pacific,  reemphasize  the  importance  of  Okinawa  as  tho 
great  fortress  of  the  free  world  in  the  Far  East. 

Notable  gains  have  been  made  in  carrying  out  our  responsibilities 
for  the  administration  of  tho  Ryukyu  Islands  under  Executive  Order 
10713. 

ACCOMPLISHMENTS  of  fast  year 


First,  a major  accomplishment  during  the  past  year  has  been  the 
settlement  of  the  land  problem,  accompanied  by  the  virtual  disappear- 
ance of  anti- American  activities  and  the  subsidence  of  leftwiug  politi- 
cal movements. 

Less  direct,  but  of  comprehensive  economic  and  overall  benefit,  was 
the  replacement  of  military  occupation  currency  until  U.S.  currency 
and  coin  lost  September. 
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At  present  tho  political  climate  is  excellent.  The  people  are  in  a 
cooperative  mood,  and  are  conditioned  for  firmer  appreciation  and 
willing  acceptance  of  American  policies  and  administration. 

There  can  be  no  doubt  that  the  economic  progress  has  contributed 
materially  to  the  marked  improvement  of  the  political  climate.  111670 
is  now  a widespread  and  genuine  belief  among  the  Ryukyuan  people  in 
a bright  future  that  can  be  realized  through  cooperation  with  the  U.S. 
administration. 

BASIS  OF  AID  REQUESTS 

The  aid  requested  is  based  on  requirements  which  they  cannot 
meet  from  their  own  resources  and,  if  granted,  will  give  substance  to 
their  expectation  that  the  United  States  will  continue  to  show  its 
deep  sense  of  responsibility  for  Ryukyuan  economic  development. 

In  seeking  favorable  action  by  your  committee  on  our  budget 
request;  I should  like  first  to  address  myself  to  the  request  for  power 
generating  facilities. 

Your  committee  report  concerning  the  Department  of  the  Army 
fiscal  year  1959  supplemental  request  for  a new  powerplant  on  Okinawa 
expressed  tho  belief  that  action  on  this  matter  could  be  deferred  for 
consideration  in  connection  with  the  regular  appropriations  for  1960 
and,  further,  that  construction  of  the  required  new  facilities  should  be 
on  tho  basis  of  a loan. 

The  Director,  Bureau  of  the  Budget,  subsequently  addressed  a 
letter  to  the  chairman,  Appropriations  Committee,  Houso  of  Repre- 
sentatives, pointing  out  tho  vital  importance  of  the  construction  of  an 
additional  plant  as  was  included  in  tho  proposed  supplemental 
appropriation,  fiscal  year  1959,  and  the  need  for  its  approval  at  the 
earliest  possible  time. 

He  expressed  the  hope  that  the  estimate  could  be  taken  up  again 
and  be  given  favorable  consideration  before  the  close  of  this  session 
of  Congress,  and  he  included  in  his  letter  appropriation  language 
providing  for  a loan  of  $10  million  for  partial  completion  of  tho  facility, 
should  the  Congress  wish  to  proceed  with  tho  financing  on  that  basis. 

HOUSE  ACTION 

The  Appropriations  Committee  of  the  House  of  Representatives  in 
its  report  recommended  a grant  of  $18  million  to  permit  construction 
of  the  complete  4-unit  80-megawatt  plant  to  meet  the  sharply  increas- 
ing power  requirements  of  the  local  economy  and  the  military  base. 

Unfortunately,  provision  for  this  item  was  deleted  from  H.R.  8385 
on  the  floor  of  the  House  on  the  basis  of  a point  of  order  to  the  effect 
that  the  appropriation  is  not  authorized. 

The  Department  of  the  Army  considers  that  there  is  adequate 
authority  for  the  appropriation  under  ratified  treaties,  and  also  as  a 
continuation  and  extension  of  existing  power  facilities  which  wore 
constructed  with  funds  provided  by  the  Congress. 

In  addition  to  the  brief  justification  contained  in  the  reclama 
document,  we  have  provided  the  committee  staff  a detailed  statement 
of  this  position.  In  consonance  with  the  views  of  the  committee,  we 
have  submitted  a budget  request  in  the  amount  recommended  by  the 
House  committee,  but  with  provision  for  repayment  even  though 
the  House  committee  did  recommend  a pant. 

It  is  most  earnestly  urged  that  this  budget  request  be  approved. 
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NECBSS1TT  FOR  POWER  FACILITIES 

The  necessity  for  these  additional  generating  facilities  is  vital. 
New  base  facilities  now  being  constructed  for  our  forces  will  cause 
minimum  demand  to  exceed  firm  capacity  in  the  latter  part  of  this 
year. 

If  funds  are  appropriated  now,  demand  will  still  exceed  firm  capacity 
until  July  1962.  Until  then  we  muBt  use  an  unreliable,  nearly  worn- 
out  power  barge  and  inefficient  diesels  as  primary  sources  of  power, 
at  an  estimated  excess  cost  of  $1,870,000. 

sources  or  FUNDS 

The  $18  million  requested  would  be  supplemented  by  $4.7  million 
to  bo  derived  in  Okinawa  from  the  earnings  of  the  present  power 
system. 

The  total  amount  of  $22.7  million  would  permit  construction  of  the 
necessary  ancillary  facilities  and  a plant  having  four  20-megawatt 
units. 

If  funding  wero  provided  now,  the  schedule  of  construction  would 
bring  two  units  on  the  line  in  July  1962. 

The  increase  in  firm  capacity  thus  provided  will  then  meet  known 
demand,  provided  the  marginally  effective  barge  and  diesels  can  be 
kept  operational. 

The  last  two  units  would  come  in  on  July  1,  1963,  and  the  wornout 
diesels  and  power  baige  would  be  retired  on  July  1,  1964. 

On  this  basis,  demand  would  not  again  exceed  firm  capacity  until 
1967. 

RESTORATION  OF  OTHER  ITEMS  REQUESTED 

We  also  request  restoration  of  the  $1  million  which  the  House  of 
Representatives  has  deducted  from  project  Aid  to  the  Ryukyuan 
Economy,  and  the  $1,000  deducted  from  the  limitation  on  the  item 
‘'Contingencies  for  the  High  Commissioner." 

The  Ryukyu  Islands  are  overpopulated  and  have  very  little  in  the 
way  of  natural  resources.  They  are  a deficit  area  requiring  substantial 
outside  support,  and  they  are  dependent  on  the  United  States  for 
this  support.  . 

If  we  are  not  able  to  provide  sufficient  resources  for  essential  public 
programs  and  economic  development,  we  cannot  expect  to  retain  the 
good  will  and  cooperation  which  are  essential  to  successful  operation  of 
the  base  complex. 

The  $1  million  cut  in  economic  aid  would  require  a reduction  of 
$500,000  in  the  public  health  program;  $300,000  in  the  education 
program;  and  $200,000  in  the  agricultural  land  development  program. 

By  such  a lowering  of  the  public  health  and  education  standards 
which  we  are  trying  to  reach,  we  promote  intensification  of  the 
reversion  sentiment. 

The  cut  in  funds  for  agricultural  land  development  will  nullify  a 
previously  anticipated  increase  in  annual  rice  production  of  1,100 
metric  tons  with  a value  to  the  national  income  of  $165,000  per  year, 
thereby  preventing  a corresponding  decrease  in  the  unfavorable  trade 
balanco  because  of  the  necessity  to  continue  importation  of  that  much 
additional  rice. 
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Thus,  restoration  of  tho  $1  million  for  economic  aid  will  not  only 
provide  urgently  needed  material  assistance  to  tho  Ryukyuan  people, 
but  it  will  also  represent  a prudent  investment  in  the  political  and 
economic  stability  which  is  so  essential  to  accomplishment  of  tho  U.S. 
objectives  in  the  islands. 

II 11 1X1 KT  REQUEHT  REALISTIC 

Wo  respectfully  submit  that  our  budget  request  represents  a real- 
istic estimate  of  needs  of  the  U.S.  administration  in  tho  Kyukyus  to 
achieve  these  objectives. 

As  to  the  reduction  in  the  item  “Contingencies  for  the  High  Com- 
missioner/’ the  restoration  of  $1,000  is  sought  in  order  to  give  soino 
measure  of  relief  to  tho  High  Commissioner  and  his  staff  who  lmvo 
been  paying  out  of  their  own  pockets  tho  excess  costs  of  official 
representation  of  the  U.S.  Government  in  the  Ryukyu  Islands. 

Thank  you,  Mr.  Chairman  and  gentlemen,  for  the  opportunity  to 
present  this  statement.  Members  of  the  Department  of  the  Army 
Staff  and  tho  Director  of  Plans  and  Programs  of  the  Civil  Administra- 
tion are  present  to  go  into  tho  details  of  the  budget  request  as  you 
may  desire. 

Also,  representatives  of  tho  Marines  and  Air  Force  are  here  to 
speak,  if  you  wish,  to  the  urgency  of  the  requirement  for  power- 
generating  facilities  to  servo  the  needs  of  their  forces  in  tho  Kyukyus. 

SETTLEMENT  OP  LAND  DIFFICULTIES 

♦ 

Chairman  Hayden.  Are  there  any  questions? 

Senator  Ellonder. 

Senator  Ellendkr.  General,  can  you  tell  us  in  a few  words  how 

Jrou  settled  the  land  difficulties  which  havo  existed  in  tho  Ryukyu 
slnnds. 

General  Mead.  I would  like  to  ask  Mr.  O’Flaherty  to  respond  to 
that,  please. 

Mr.  OTlaheuty.  Senator  Ellonder,  the  manner  of  our  acquisition 
of  land  and  method  of  paying  for  it,  has  been,  as  you  indicated,  a 
source  of  distress  and  agitation  for  some  time. 

A lit>tlo  over  a year  ago,  a year  ago  last  June,  in  fact,  the  Secretary 
of  the  Army  invited  tho  chief  executive  of  tho  Ryukyu  Islands  and 
representatives  of  the  landowners,  to  come  to  Washington  to  meet 
with  Army  and  Defense  officials;  they  met  with  some  of  the  Members 
of  the  Congress,  they  met  with  the  Department  of  State,  and  others, 
to  express  the  essential  elements  of  their  discontent. 

Basically,  they  had  been  led  to  believe  by  opportunists  who  were 
not  addicted  to  the  truth  in  all  instances,  that  the  United  States, 
despite  its  protestations  of  never  doing  so,  was  in  reality  taking  land 
from  them,  taking  title  to  the  land,  rather  than  acquiring  a long-term 
interest  and  leaving  the  title  with  the  landowners. 

This  was  the  essential  point  of  discontent  on  the  part  of  the  Ryukyu 
Islands.  They  love  their  land;  it  is  their  livelihood,  and  notwith- 
standing assurances  from  this  Government,  they  had  been  persuaded 
that  we  were  taking  the  land  away  from  them  rather  than  simply 
using  it. 

(The  attachment  to  the  formal  statement  of  General  Mead  follows:) 
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Mr.  O’Flaherty,  It  was  clear  that  the  solution  to  the  essential 
problem  would  be  to  take  a typo  of  interest  which  could  not  bo  con- 
strued as  a confiscation  of  title. 

It  was  proposed,  and  agreed  eventually,  that  the  United  States  pay 
annual  rent  for  that  land  which  is  required  on  a short-term  basis  and 
for  land  which  is  requirod  on  long-term  bases,  prepay  up  to  10  years 
advance  rental. 

This  simply  consists  of  an  indefinite  leasehold  in  all  instances, 

ACREAGE  AND  RATES  INVOLVED 

Senator  Ellender,  How  many  acres  were  involved?  Do  you 
remembor? 

Mr.  O’Flaherty.  At  that  time,  42,000  acres. 

Senator  Ellender.  What  was  the  rental  rato?  I remember  a 
figure  of  $75  per  acre. 

Mr.  Wohl.  Wo  are  now  paying  for  some  45,000  acres  what  will  be 
an  annual  rental  of  $6  million. 

Senator  Ellender.  What  does  that  mean  per  acre? 

Mr.  Wohl.  I will  figure  it  out  in  a moment. 

Senator  Ellender.  Six  million  dollars? 

Mr.  Wohl.  For  the  use  of  45,000  acres. 

Senator  Ellender.  Well,  it  is  much  worse  than  I expected. 

Mr.  Wohl.  It  is  about  $135  por  year  per  acre. 

Senator  Ellender.  $135  per  year  per  aero.  Do  you  not  think  that 
is  an  outrageous  rental? 

Mr.  Wohl.  This  is  rental  which  corresponds  to  rental  for  similar 
lands  in  the  local  economy. 

In  other  words,  between  landowner  and  tenant  relationships  outside 
of  the  United  States. 

Senator  Ellender.  As  I recall,  a figure  of  $75  per  acre  had  been 
mentioned  to  mo  previously.  I thought  that  was  outrageous.  But 
now  you  have  it  up  to  $135. 

Mr.  Wohl.  $135  an  acre  on  the  average. 

BASIS  OF  PAYMENTS 

Senator  Ellender.  And  do  you  pay  them  in  advance  for  10 
years  or  is  it  a contract  for  10  years? 

Mr.  Wohl.  There  are  two  bases  for  payment.  Where  we  have  only 
a limited  requirement — that  is,  5 years  or  less — only  annual  rentals 
are  involved. 

Where  our  requirements  are  indefinite,  the  landowner  has  the  option 
of  either  getting  an  annual  rental  or  electing  to  receive  10  years’ 
prepaid  rental. 

Senator  Ellender.  In  other  words,  10  times  $135. 

Mr.  Wohl.  That  is  correct. 

LAND  POR  CULTIVATION 

Senator  Ellender.  How  many  acres  of  the  remaining  land  are 
arable? 

Mr.  Wohl.  We  have  within  our  holdings  what  was  originally 
16,000  acres  that  were  arable. 
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This  represented  20  percent  of  the  total  arable  land  in  Okinawa. 
Our  utilization  has  changed  the  form  of  11,000  acres  so  that  they  are 
no  longer  arable  because  of  our  construction  on  them. 

The  remainder  of  5,000  acres  remain  arable  and  the  landowners  are 
permitted  to  continuo  to  farm  these  acres  bo  long  as  their  utilization 
does  not  adversely  affect  our  requirements. 

Senasor  Ellender.  How  many  acres  altogether? 

Mr.  Wohl.  That  would  be  69,000  acres,  roughly,  remaining  arable 
within  Okinawa  Island  per  Be. 

Senator  Ellender.  Are  these  acres  worked  by  the  natives? 

Mr.  Wohl.  Yes. 

POPULATION  AND  EMPLOYMENT 

Senator  Ellender.  What  is  the  population  now? 

Mr.  Wohl,  The  population  on  Okinawa  is  roughly  700,000. 

Senator  Ellender.  700,000? 

Mr.  Wohl,  That  is  correct. 

Sonator  Ellender.  How  many  of  those  people  are  employed  in 
one  way  or  another  on  the  island  by  our  forces  there? 

Mr.  O’Flahehty.  Approximately  40,000. 

Sonator  Ellender.  There  are  many  there  in  business,  I presume, 
doing  pretty  well? 

Mr.  O’Flaherty.  Yes,  sir. 

ECONOMIC  AID  TO  BYUKTUB 

Senator  Ellender.  How  long  have  we  been  giving  economic  aid? 
What  was  the  amount  for  last  year? 

Mr.  O’Flaherty.  $1  million  last  year. 

Senator  Ellender.  Why  are  you  making  it  $4  million  this  year? 
Mr.  O’Flaherty.  This  is  recognized  as  a requirement,  Senator 
Ellender,  for  the  social  and  economic  environment  of  the  area. 

Sonator  Ellender.  Who  determines  the  requirement?  Do  they, 
or  do  you? 

Mr.  O'Flaherty.  The  requirement  is  self-evident,  sir,  on  the  basis 
of  investigation. 

Senator  Ellender.  Are  you  patterning  the  island  after  the  United 
States  or  the  other  islands  in  the  Pacific? 

Mr.  O’Flaherty.  Since  this  area  is  our  responsibility  it  is  the 
considered  opinion  of  the  administration  that  we  should  endeavor  to 
reach  and  maintain  a level  of  living  that  does  not  cast  discredit  on 
our  administration  of  the  area. 

In  other  words,  there  is  inevitably  bound  to  be  some  degree  of  com- 
parison made  with  other  surrounding  countries. 

Senator  Ellender.  It  is  so  much  better  there,  though,  than  it 
has  ever  been,  I have  been  there  several  times.  There  has  been 
misery  there  all  the  time,  particularly  when  the  Japs  had  it. 

Mr.  O’Flaherty.  Yes,  sir. 

Senator  Ellender.  Here  you  are  trying  to  make  utopia  out  of  it 
with  our  money? 

Mr.  O’Flaherty.  The  Japanese  Government  subsidized  this  area. 
As  you  say,  it  is  an  impoverished,  a deficit  area,  and  the  Japanese 
Government  had  subsidized  it  before  the  war. 


762 


MUTUAL  SECURITY  APPROPRIATIONS,  I960 


OH A NOR  IN  RYUKYU  HCONOMY 

Senator  Km.kndku.  There  was  no  industry  nt  that  time.  However, 
we  have  count meted  facilities  (.hero  which  idlord  much  work  for  tho 

I iconic.  In  addition  wo  arc  paying  $(5  million  a year  for  (.ho  rcn1.nl  of 
turn,  ami  now  you  want  to  increase  tho  economic  aid  to  four  times 
wlmt  it  was  last  year. 

Mr.  O’Flaiikrty.  The  Kytikyus  wore  Imsically  an  agricultural 
economy  before  tho  war,  Senator  101  lender. 

Senator  IOllendeii.  I guarantee  that  they  am  much  hotter  oil”  now 
than  I hoy  worn  beforo  ( ho  war. 

Mr.  Flaherty.  Statistics  of  a lirm  nature  am  not  available  of  (lie 
prewar  eomlitions,  but  the  fact  of  our  presence  there  has  changed  the 
nature  of  tho  economy  very  greatly. 

Senator  lOM.KNmut.  1 know  it  hits,  and  we  are  paying  for  it. 

Mr.  Flaherty,  Senator,  we  are  paying  for  (he  use  of  the  land  and 
we  are  enntrilmting  to  the  economic  activity  hy  jmmhascs  by  tho 
forces  them. 

Hut  we  also  are  imposing  on  them  very  considerable  demands  in 
the  nature  of  public  services  which  they  are  required  to  perform  for  us. 
Senator  ICllrndeu.  Hut  we  pay  for  it,  though. 

Mr.  Flaherty.  This  is  a pari,  of  our  request,  to  reimburse  the 
government  for  services  rendered  to  us  that  am  extraordinary  because 
of  our  presence. 

CROOK  1, 1)8  FROM  COWF.lt 


Senator  Ellendkr.  As  1 recall,  the  Ryukyu  Electric  Rower  Oorp.. 
or  one  similar  to  it,  operated  the  facilities  on  those  islands  ami  usotl 
part  of  the  proceeds  to  pay  for  the  upkeep  of  the  government. 

Mr.  Flaherty.  Senator  El  lender,  in  fact,  them  Itas  been  only  one 
contribution  of  the  profits  of  the  power  corporation  to  the  government 
of  the  Ryukyu  Islands. 

Senator  Ellenoer.  Why  were  you  shaking  your  head  “No/’  Mr. 
Wohl?  I know  what  I am  talking  about.  I have  been  them  and 
talked  to  the  people  and  I know  that  some  of  tho  proceeds  from  tho 
electric  current  was  used  to  pay  for  the  operation  of  the  government. 

Mr.  Woiiii.  That  was  in  one  particular  year. 

Mr.  O F laheuty.  In  fiscal  year  1958  there  was  a transfer  of  several 
hundred  thousand  dollars  from  tho  earnings  of  tho  power  corporation 
to  the  government  of  the  Ryukyu  Islands.  There  has  never  been  a 
subsequent  transfer. 

The  earnings  of  the  company  arc  retained  for  reinvestment  in  much 
needed  power  facilities. 

Senator  Ellendkr.  That  is  a new  policy  you  are  following? 

Mr.  O'Flaherty.  Since  1958.  There  was  only  the  ono  transfer. 

Senator  Ellen deu.  Yes,  I understand,  but  beforo  that,  as  I remem- 
ber, some  of  the  proceeds  were  used  to  pay  for  the  operation  of  the 
government  there. 

Now,  let  me  ask  you  this:  Is  this  a new  corporation  or  is  this  tbe 
same  one? 

Mr.  O’Flaherty.  No,  sir.  This  facility  would  be  incorporated  or 
added  to  the  exiting  plant. 

Senator  Ellender.  Who  will  be  the  stockholders? 
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CONTItOli  OK  J‘OWEJ{  l'f.ANT 

Mr.  O’Klaiieiity.  Tim  plant  is  lmld,  if  I may,  sir,  I would  likn  to 
nay  dial,  tint  Ryukyu  government  has  novor  had  any  ownership  or 
control  in  Um  plant.  Because  of  security  reasons  it  has  been  con- 
sidered that  tin1  United  Stains  should  retain  this  plant  undor  its 
control,  'rim  plant  is  hold  by  tlm  Ryukyu  Electric  Rower  Corp., 
which  is  a public  corporation,  tlm  chairman  of  tlm  hoard  of  which  is 
nn  atlicinl  of  Ihc  civil  administration:  it  is  under  IJ.S.  control. 

It  would  acquire  title  upon  completion  of  this  facility. 

Senator  Kllkndkii.  All  of  its  stoc;k  belongs  to  us? 

Mr.  (KKimmeiity.  Yes,  sir;  to  thee  civil  administration,  Senator. 

Senator  10  urn  Nunn.  Does  not  the  local  government  come  in  some 
wav? 

Mr.  O’Ki.ajierty.  No,  sir;  it  does  not. 

kventoai,  tiiHi'osrrioN  ok  cower  crockeds 

Senator  Kllnndkr,  Wliat  portion  of  th.ee  proceeds  will  eventually 
go  to  Mm  local  government? 

Mr.  O'Kim iiKitTY,  Ah  wee  envisage!  it  now,  Senator,  the,  proceeds 
will  have  to  he  reinvested  to  make  this  contribution  cf  $4,700,001) 
toward  this  new  facility  and  to  meet  further  demands. 

Senator  Kllkndkk.  i urn  glad  you  decided  to  finance  it.  by  loan 
rather  than  grant.  Although  it.  will  not  make  much  difference,  it  is 
more  businesslike  to  finance  it  on  a loan  basis  rather  than  an  outright 
grant. 

That  is  wluit  T objected  to  previously. 

As  I understand,  the  proceeds  from  the  sale  of  power  will  he  used 
to  repay  tlm  loan,  and,  also,  if  there  is  enough  to  expand  the  facility. 

Mr.  OTijAHKIitv.  Yes,  sir.  Rut  it  will  absorb  entirely- -this  we 
think  you  should  la*  aware  of  -this  repayment  to  the  Treasury  will 
absorb  entirely  the  reserve  for  depreciation  which  would  normally  be 
set  up  to  replace  flu;  plant. 

•Senator  Eelkndek.  That  is  what  you  will  use  to  assist  in  construct- 
ing Miis  now  facility? 

Mr.  O’EijAHKHTY.  Yes,  sir. 

Rut  there  will  ho  no  reserve  for  depreciation  in  the  foreseeable) 
future. 

Senator  Ellkndek.  You  certainly  will  have  profits,  will  you  not? 

Mr.  O'Klahekty.  Well,  the  requirements  to  repay  the  U.S.  Treas- 
ury will  be  significant. 

Senator  Ellender.  And  to  pay  for  the  operation? 

Mr.  O’PiiAHKKTY.  And  to  pay  for  the  operation;  yes,  sir. 

Senator  Ellender,  How  do  you  propose  to  expand  the  facility 
should  it  become  necessary? 

Mr.  OTlaherty.  There  will  be  some  funds  available  for  minor 
expansion  or  investment  in  the  plant  in  future  years  if  the  requirement 
arises. 

USE  OF  FUNDS  REQUESTED 

Senator  Ellendeii.  But  if  Congress  should  allow  you  the  S18 
million  you  arc  now  requesting  for  construction  of  the  facility  you  will 
be  able  from  the  proceeds,  retire  the  debt,  pay  the  interest, 'and  keep 
up  with  your  futuro  requirements? 
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Mr.  O'Flahekty.  No,  sir;  if  you  will  pardon  mo,  air,  I cannot,  say 
it  will  enable  us  to  keep  with  the  future  requirements.  It  will  provide 
a little  profit  to  be  reinvested  perhaps  in  expansion  of  lines  or  what- 
ever is  required  in  that  respect,  but  it  will  not  allow  for  depreciation 
reserve. 

Senator  Ellender.  Can  you  not  get  the  people  there  to  do  some  of 
this  for  themselves? 

It  strikes  me  you  have  a pood  economy  there.  I do  not  know 
exactly  how  many  soldiers  we  nave  there  now— I guess  it  is  a secret— 
hut  with  the  civilians  you  have  there  and  the  soldiers  you  have  there, 
the  economy  is  booming,  compared  to  what  it  was  when  the  Japanese 
had  it. 

Mr.  O’Flahriity.  It  is  really  a remarkable  economy,  sir. 

Senator  Ellender.  That  is  why  I am  surprised  yoii  aro  asking  for 
a dime  for  this  aid  here.  It  strikes  mo  you  civilian  operators  ought 
to  he  able  to  handle  it  very  well  by  having  the  local  people  impose 
the  proper  taxes  on  the  people. 

TAX  SYSTEM 

As  I remember,  yon  have  many  people  there  who  are  getting  quito 
wealthy  and  I presume  they  arc  get  ting  by  paying  very  lit  tle  in  taxes. 

Mr.  O’Flaiikrty.  No,  sir;  the  tax  system  is  equitable,  but  it  is 
about  as  big  a burden  as  they  can  carry.  The  tax  administration  is 
pretty  good. 

We  will  not  say  that  it  is  perfect,  but  we  have  had  Treasury  people 
out  there  this  past  year  advising  the  civil  administration  on  methods 
and  means  of  improving,  advising  the  administration  and  the  govern- 
ment of  the  Rvukyus  on  tho  methods  and  means  of  improving  the 
tax  administration. 

CIVILIAN  EMPLOYEES 

Senator  Ellender.  How  many  civilians  are  employed  in  the 
administration  of  the  Ryukyus? 

Mr.  O’Flaherty.  In  the  civil  administration? 

Senator  Ellender.  Yes. 

Mr.  O'Flaherty.  There  are  147  Department  of  Army  civilians. 
Senator  Ellender.  Are  they  paid  out  of  this  appropriation?, 

Mr.  O’Flaherty.  Yes,  sir. 

Senator  Ellender.  Is  any  part  of  that  expense  paid  by  any  other 
department  of  our  Government? 

Mr.  O’Flaherty.  No,  sir. 

Senator  Ellender.  Thank  you,  Mr.  Chairman. 

Mr.  O’Flaherty.  May  I correct  the  record,  sir? 

Out  of  this  appropriation  will  be  paid  the  civilian  employees  of  the 
Army  who  are  engaged  in  civil  administration  and  the  local  employees 
There  are  30  military  personnel  assigned  to  the  civil  administration. 
They  are  paid  out  of  the  regular  operation  and  maintenance  funds  of 
the  Army. 

Senator  Ellender.  What  do  thoy  do? 

Mr.  O’Flaherty.  One  of  them,  for  example,  is  head  of  the  Public 
Health  Department.  He  is  a very  highly  qualified  man.  We  could 
not  get  a doctor  anywhere  near  the  caliber  if  he  were  a civilian. 

Senator  Ellender.  Are  there  any  hospitals  there  operated  by  our 
people  for  the  benefit  of  the  residents? 
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Mr.  O’Flahkrty.  Not  operated  by  the  U.S.  Government  for  the 
benefit  of  tlic  residents;  no,  sir.  His  concern  is,  among  other  things 
the  assurance  that  the  typo  of  food  produced  locally  for  sale  to  the 
troops  is  up  to  tho  required  standards;  his  concern  is  with  sanitation 
measures  needed  to  protect  the  safety  and  health  of  the  troops  and 
the  dependents, 

lie  is  broadly  concerned  with  the  tuberculosis  problem,  as  an  ex- 
ample, which  is  a hazard  not  only  to  our  forces,  but  is  a factor  in  tho 
economy  and  the  society  there. 

HOURCB  OF  FUNDS  FOll  RENTALS 

Senator  Ellknder.  By  the  way,  out  of  what  appropriations  do 
you  pay  for  the  long-term  rentals  of  the  land? 

Mr.  O’Fla herty.  The  prepaid  rentals,  long-term  prepaid  rentals, 
are  paid  out  of  n special  appropriation  provided  in  the  “Military 
construction,  Army”  budget. 

The  annual  rentals  are  paid  out  of  the  operations  and  maintenance, 
or  0.  & M.  budgets  of  the  service. 

Senator  Ellknder.  In  other  words,  of  the  Army? 

Mr.  Wohl.  Army,  Navy,  Air  Force,  and  Marines. 

Senator  Ellknder.  And  none  of  the  money  you  are  presently  re- 
questing is  to  bo  used  for  that  purpose? 

Mr.  O’Flaherty.  Not  a cent. 

Senator  Ellknder.  All  this  is  over  and  above  that? 

REQUESTED  FUNDS  FOR  REIMBURSEMENT  ONLY 

Mr.  O’Flaherty.  That  is  correct.  This  budget  stands  on  its  own 
feet  as  a requirement  for  reimbursement  to  the  government  for  services 
rendered  and  certain  activities  of  a social  nature,  that  is  which  affect 
the  entire  climate  of  the  society  which  wc  consider  to  be  essential  to 
tho  carrying  out  of  our  mandate.  This  mandate  is  contained  in  the 
Executive  order  and  says  that  the  Secretary  of  Defense  must  continue 
to  promote  the  welfare  and  well-being  of  the  Kyukyuan  people,  to 
maintain  a democratic  government  based  on  a sound  financial  struc- 
ture, and  to  continue  to  work  toward  the  welfare  and  well-being  of 
the  people. 

It  is  to  carry  out  that  mission,  sir,  that  this  budget  is  submitted. 

EXCHANGE  OF  PERSONS  PROGRAM 

Senator  Ellknder.  As  I said  a while  ago,  your  economic  aid  ac- 
tivities are  being  increased  from  $1  million  last  year  to  $4,085,000  this 
year.  You  have  an  exchange  of  persons  program  amounting  to 
$264,000.  Now,  what  is  that  for? 

Mr.  O’Flaherty.  The  exchange  of  persons  program  is  to  carry  out, 
first  of  all,  Senator,  a program  which  has  been  approved  by  the  Con- 
gress over  a number  of  years;  namely,  the  visits  to  the  United  States 
of  10  national  leaders  for  a period  of  90  days,  approximately.  These 
men  who  are  now  found  among  the  very  eminent  Kyukyuan  people 
and  the  leaders  of  those  whose  sentiment  is  favorable  to  the  United 
States  and  its  presence  there 

Senator  Ellender.  It  strikes  me  you  ought  to  send  those  who 
are  not. 
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Mr.  O’FijAhkuty.  These  are  tho  product,  of  visits  of  former  years. 
Tho  Chief  Executive  of  the  Government,  the  Speaker  of  the  llotmo 
of  Representatives,  tho  president  of  tho  University  of  tho  Ryukyus, 
a number  of  men  who  were  not  in  thoso  positions  in  their  younger 
days,  but  they  were  beneficiaries  of  this  program  and  they  went  back 
with  a recognition  of  tho  things  that  tho  United  States  Btamls  for, 
and  they  folt  as  they  grow  older  they  could  support  them. 

CONSTRUCTION  OF  UNIVERSITY 

Senator  Ei.lendiih.  When  did  you  complete  tho  construction  of 
the  university  there? 

Mr.  O’Flahkhty.  Wo  havo  in  this  submission,  if  I understand 
your  question,  sir,  a request  for  a building  which  is  needed  to  house 
the  home  economics  classes.  Tho  enrollment  at  tho  university  has 
risen  to  over  2,000  pooplo. 

Senator  Ellhnueu.  Wo  constructed  most  of  the  buildings,  did  wc 
not? 

Mr.  O’Fi.ahkuty.  That  is  right. 

Senator  Ellkndhu.  As  I remember,  wo  constructed  their  IIouso  of 
Parliament. 

Mr.  O'Fi-ahkuty.  The  Executive  Administration  Building. 

Senator  Em,  end  hr.  Yes,  sir. 

Mr.  (VFlahbkty.  Yes,  sir. 

Senator  Ellendkk.  Thank  you,  Mr.  Chairman. 

FUEL  FOR  l’OWKItrii  A NT 

Chairman  Hayden.  Are  there  any  further  questions? 

Senator  Allott.  I have  one  or  two  questions. 

What,  sort  of  fuel  is  used  for  this  power  station? 

Mr,  O’Flaherty.  Oil,  sir. 

Senator  Allott.  Where  does  that  como  from? 

Mr.  Worn,.  The  Persian  Gulf. 

RENTAL  PRICE 

Senat(>r  Allott.  I would  just  like  to  make  one  remark  about  this 
rental  situation.  This  figures  out  $135  an  acre  per  year.  This  is  in 
an  area  which  is  extremely  poor.  Now,  I would  just  like  to  point 
out  to  vou  that  I do  not  know  of  any  land  in  the  United  States,  farm- 
land, that  the  farmer  would  not  be  very,  very  happy,  even  though 
he  has  put  in  extensive  drainage  and  perhaps  irrigation,  that  ho  would 
not  hr  very  happy  to  lot  his  land  go  at  $135  an  aero. 

It  seems  to  me  that  this  is  a terrible  price  to  be  paying  to  a very 
poor  economy  where  your  living  standards  are  not  anywhere  near  up 
to  ou  ■s,  and  yet  you  are  paying  in  excess  of  what  you  can  rent  millions 
of  ac  'os  of  good  farmland  in  this  country  for  today. 

Mr.  Worn,.  May  I reply  to  that,  sir,  that  we  are  dealing  in  the 
Ryukyus  with  an  economy  which  has  5,000  persons  per  arable  square 
mile  of  land.  It  is  not  line  the  United  States.  In  the  Ryukyus  the 
average  farmowner  has  eight-tenths  of  an  acre  as  his  holding.  From 
this  he  gets  the  livelihood  for  a family  of  five. 

The  $135  per  year  per  acre  is  not  going  to  put  his  family  in  a posi- 
tion where  they  can  live  on  the  proceeds.  This  is  one  of  the  diffi- 
culties that  we  liavo  to  face  in  the  area. 
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Senator  Allott.  Now,  is  this  land  devoted  completely  to  airfields 
and  to  military  installations? 

Mr.  Wohl.  This  is  used  for  all  of  our  base  requirements  for  the  air- 
fields, military  installations  of  all  sorts,  sir. 

Senator  Allott.  £ would  like  to  point  out  that  this,  also,  based  on 
the  700,000  population  figure  you  gave  us,  amounts  to  $8.50  por  year 
for  every  man,  woman,  ami  child  on  the  island. 

This  is  just  less  money;  is  that  correct? 

Mr.  Wohl.  Roughly. 

Senator  Allott.  I would  like  to  ask  one  other  question. 

RELATIONS  BETWEEN  NATIVES  AND  MILITARY 

In  talking  with  a serviceman  who  returned  from  there  recently,  in 
the  last  few  months,  1 was  told  by  him  a long  story,  the  details  of 
which  I shall  not  repeat  here,  about  the  abominable  conditions  which 
existed  between  the  military  and  the  natives  of  the  island,  and  that, 
as  a matter  of  fact,  the  discipline  of  the  troops  on  tho  island  was  such 
that  there  was  not'  much  chance  of  our  going  forward. 

What  have  you  to  say  about  tho  present  situation  between  the  re- 
lationship of  the  troops  with  that  of  the  natives  of  the  island  and  the 
conduct  of  tho  troops  on  tho  island? 

I was  told  in  fiat  words  of  specific  instances  that  the  troops  were 
nearly  out  of  hand  on  the  Ryukyus. 

Mr.  O’Flaherty.  Sir,  we  havo  had  no  such  reports. 

Senator  Allott.  Has  anyone  here  been  in  command  there  lately? 
Mr.  O’Flaherty.  There  is  an  officer  from  the  Marine  Corps  who 
has  just  returned,  sir. 

Major  Wall.  I just  returned  from  Okinawa  approximately  a month 
and  a half  ago.  Speaking  for  the  Marine  Corps,  which  I believe  is  the 
largest  single  body  of  troops  on  the  island,  tne  Marine  Division  out 
there,  our  morale  out  there  was  considered  excellent  under  the  cir- 
cumstances that  we  were  presently  in  there. 

I am  sure  that  you  are  aware  that  the  Marine  Corps  personnel  out 
there  aro  without  their  families.  The  Marine  Corps  has  made  every 
effort  possible  to  provide  facilities  to  make  up  for  that  loss  of  family. 

There  iB  no  doubt  that  an  occasional  mishap  will  happen  in  town 
with  so  many  thousands  of  troops  crowded  in  small  camp  areas. 
They  do  get  out. 

But  our  moralo  out  there  has  been  excellent.  I speak  from  my  own 
porsonal  experience  out  there. 

(Discussion  off  tbo  record.) 

Senator  Allott.  I was  told  by  this  young  man  in  whom  I have 
every  reason  to  have  confidence,  that  the  conduct  of  the  troops  on 
the  Kyukyus  as  a whole  was  so  outrageous  that  the  natives  wore 
almost  in  open  warfare  about  it,  that  the  conduct  of  the  troops, 
particularly  when  they  were  in  town,  and  their  conduct  with  relation 
to  the  native  pooplo  was  such  that,  if  anything,  the  impression  that 
they  were  getting  of  Americans  was  worsening  our  relationships  today 
day  by  day. 

This  particular  young  man  is  a college  man,  of  very  good  back- 
ground, very  steady. 

Now,  I ao  not  quite  understand  this  difference.  Do  von  think 
there  has  boon  a change  in  the  last  few  months? 
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Major  Wai.Tk  No,  «ir ; L don't  believe,  Senator,  speaking  again 
from  (ho  Marino  Corps  angle,  I don't  believe  so.  i believe  it  lias  boon 
l ho  smno  with  our  people  out  I horn  ovor  a long  poriod  of  lime. 
Senator  AiJiOiT.  I expert  you  1o  speak  well  of  Marino  Corps. 
What  about  (ho  othor  units  out  tlioro  without  designating  (horn  if  you 
oaro  to? 

Major  Waix.  I personally  Imvo  not  seen  any  circumstances  such 
as  you  have  described.  I do  not  know  of  any. 

Senator  A ixorr.  'I'htink  you  vorv  tuuoli,  Major,  I iipproointo  your 
frank  answers, 

MOHAl.K  ON  OKINAWA 

Mr.  SinuvicN.  Sonator,  1 am  from  Okinawa.  In  addition  to  that, 

1 Imvo  had  many  yeara’  experience  in  othor  countries  in  ilia  For  Kant, 
Japan  and  Koroa  partioularly. 

1 think  t ran  say  without  question  that  (be  niornio  and  diseiplino  in 
Okinawa  at  tho  prosont  Unto  is  as  good  «s  I havo  ovor  soon  in  any 
country  in  tho  Far  East. 

Wo  havo  had  a constant  doclino  in  tho  rate  of  inenients,  All  of  tho 
services  have  given  a groat  deni  of  attention  (o  the  community  rela- 
tions progroms  and  those  programs  unquestionably,  in  my  judgment, 
havo  borne  fruit. 

1 think  that  (lie  report  that,  you  Imvo  received  is  a report,  from  a 
single  observer  and  does  not  represent  the  judgment  of  most  of  tho 
people  who  have  been  in  Okinawa. 

Senator  Ai.uvrr.  I would  say  (lie  report  of  this  one  young  men  is 
not  an  unsupported  report.  1 have  bad  it  from  other  peopio,  too. 

Mr.  Siukvkn.  Well,  I don’t  want  to  deny  that  there  are  problems. 
Of  course,  wherever  you  have  large  bodies  of  troops  you  will  Imvo 
problems.  You  have  problems  around  bases  in  tho  United  States. 

1 will  sny  that  our  problems,  the  problems  around  our  bases  in  Oki- 
nawa, are  not  substantially  more  acute  than  the  problems  you  havo 
around  the  bases  in  the  United  States. 

Most  certainly  there  lias  not  been  any  breakdown  of  discipline  and 
morale  in  the  Ryukyu  Islands, 

Furthermore,  it.  is  certainly  not  correct  to  say  (hero  is  any  upsurge 
of  anti-American  sentiment  or  antitroop  sent  iment. 

Quito  the  contrary,  I would  say.  I would  say  by  and  large,  granting 
that  there  are  exceptions  our  troops  have  the  most  friendly  relations 
with  the  Ryukvnan  people. 

Mr.  O'Flahehty.  Sir,  T did  want  to  ask  if  you  would  hear  Mr. 
Shirven  because  ho  is  in  tho  civil  administration  and  the  high  com- 
missioner of  tlie  civil  administration  is  primarily  concerned  with  tho 
question  of  relationships  between  the  troops  and  tho  local  peoplo. 

Senator  Allott.  Thank  you,  gentlemen.  I hopo  I will  havo  a 
chance  to  look  into  it,  myself,  one  of  the  days. 

Chairman  Hayden.  Are  there  any  more  questions? 

Senator  Dworshak.  I havo  one  question,  Mr.  Chairman. 

POLITICAL  CLIMATE  OF  IBLAND8 

General  Mead,  I did  not  hear  you  make  your  statement,  but  in 
reading  it  I noticed  that  you  make  this  comment: 

At  present  the  political  climate  is  excellent.  The  people  are  in  a cooperative 
mood  and  are  conditioned  for  a firmer  appreciation  ana  willing  acceptance  of 
American  policies  and  administration. 
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Yon  also  refer  to  tin*  fuel,  flint  there  seems  to  he  a virtual  rl inn pp<r«r- 
anco  of  nuti-AmcririiM  activities  mid  the  subsidence  of  left-wing 
political  movements. 

I recall  ovary  year  when  wo  have  these  hearings  wo  Imvc,  discussed, 

fjnrlly  o(f  the  record  mid  on  the  iron  I'd,  the  reports  that  wo  roooivn 
i’oiii  f Ik*  islii ltd  llin.fr  thorn  Iuih  [iooii  infiltration  of  Rod  inflnonoo  and 
that  our  Americans  thoro  liavo  not  boon  accorded  tho  proper  respect, 
and  (hoy  do  not  have  the  prestige  which  we  should  have  jn  order  to 
do  a good  job. 

Now  you  nay  thin  oomlilion  has  assumed  a J\>))yiinrm  appearance. 
What  in  responsible  for  this  apparent  drastic  change 7 Has  there  been 
a drastic-  change? 

iM.nornl  Mkad.  Senator,  1 returned  from  Turkey  in  July  from  a 
2-year  tour  of  duty  there,  f have  boon  here  since  the  .’hi  of  August. 
1 have  given  you  n statement  baaed  on  our  official  records. 

I will  go  out,  myself,  in  October  and  I lie  next  time  you  ask  mo  J will 
answer  from  more  personal  knowledge. 

This  t ime  l shall  ask  Mr.  Shirven  to  reply. 

Senator  Dwokmiiak.  You  made  a very  definite  statement  there. 
You  certainly  ought  to  have  something  to  justify  it.  j hope  thut  this 
is  true  that,  you  have  given  us  an  accurate  picture,  but  if  you  have  not 
seen  it  personally,  i am  fearful  that  you  are  somewhat  lacking  in 
experience  in  dealing  with  some  of  these  problems  because  personally 
X do  not  rely  on  any  report  I receive. 

I am  somewhat  like  Senator  Ellcmlep,  who  has  gone  into  the  field 
and  brought  back  reports  that  are  in  complete  conflict  with  the  reports 
we  receive  from  people  like  you  who  sit  hero  and.  testify. 

Mr.  SiunvKN.  May  I comment  if  you  please? 

I um  probably  one  of  the  sources  of  the  official  reports  on  which 
General  Mead  relied.  There  cannot  be  any  question  whatever  that 
tho  political  situation  has  immeasurably  improved  within  the  losi 
year. 

Senator  Dwousiiak.  It  was  very  bad  a few*  years  ago. 

Mr.  SinnvKN’.  It  was  very  poor;  it  was  dangerous  to  the  U.S.  base 
rights  in  the  Ryukyu  Jslancts,  our  greatest  base  in  the  Pacific. 

That  situation  has  completely  changed.  At  the  present  time  tho 
leftwingers  cannot  drum  up  any  popular  support  on  any  issue  what- 
ever. 

LAND  SETTLEMENT  BETTERED  POLITICAL  CLIMATE 

Now,  unquestionably  the  major  contributing  element  to  the  im- 
provement in  the  political  situation  was  the  settlement  of  the  land 
issue.  There  cannot  be  any  doubt  about  that. 

I am  not  a land  appraiser,  but  it  may  be  that  our  land  rentals  are 
high,  they  certainly  appear  high  by  comparison,  as  you  gentlemen 
have  pointed  out.  Nevertheless,  this  is  a price  we  are  pa}Ting  for 

Solitical  stability  in  the  Ryukyu  Islands  and  for  the  right  to  use  this 
ase  without  which  our  entire  military  position  in  the  Far  East  would 
be  threatened. 

We  do  not  feel  that  w*e  should  haggle  about  a few  dollars  in  land 
rentals  when  we  consider  the  benefit  that  we  are  now  reaping  from  this 
settlement. 
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ATTITM l>H  or  JAPAN 

Senator  Dwoumuak.  Wlmi  about  the  reports  a few  years  ago  llmi 
Japan  watt  not  vor.v  happy  over  ilio  situation  in  the  inland?  Jinn  that 
attitude  changed,  or  has  Japan  broil  ipiita  cooperative  ovor  tlia  past 
fow  youra? 

Mr.  SmuvKN.  Tlio  Japanese  ( hivcrmncul  has  been  vary  coupe  it  I ive 
with  us  throughout , over  a period  of  time, 

roMMi  Nier  snivirv 

Senator  Dwouan  \K.  A few  yours  ago  there  was  oloolod  somo  alleged 
Rod,  or  oven  several  of  (lioin,  to  tlio  council  there  in  (In'  rapi(a). 
AVIuit  bus  happened  to  that  situation? 

Mr.  Sinners.  There  was n Red  tinged  mayor,  possibly  a ('oimnnnisl 
mayor,  who  was  eleeted  a few  years  ago.  lie  was  removed  by  the 
eity  eotmeil  a little  mere  than  a year  ago.  I have  forgotten  the  exact 
date.  In  any  ease,  he  was  removed  by  vole  of  the  eity  eouneil,  itself. 
Wo  now  have  no  pnrtieular  problem  in  the  eity  of  Naha. 

Senator  Dwoushak.  Thnt  is  ati  encouraging  report. 

General,  l may  have  to  modify  my  eonunent.  Maybe  you  had 
justifiealion  for  making  the  statement  yon  did. 

General  Mkmv  Thank  yon. 

Senator  Dwoushak.  1 was  fearful  you  were  a little  hit.  too  naive  in 
accepting  a report  without  cheeking  on  the  report  personally.  1 do 
ho|>e  when  you  go  over  there  - you  appear  to  lie  a tough,  two-fisted 
old  general 

Senator  Km.knpkm.  Old,  you  said? 

Senator  Dwoushak.  1 meant  in  experience.  He  looks  like  he  has 
had  a lot  of  experience. 

1 am  sure  that  he  has  had,  and  on  that  basis  I ntn  going  to  expect 
you  to  cheek  up  because  this  does  seem  to  involve  such  an  encouraging 
change  from  the  stories  that  we  have  been  receiving  here  for  the  past 
4 or  ft  yearn  that  l fee)  very  much  encouraged. 

I hope  that  yon  w ill  he  able  to  carefully  make  a persona)  survey  of 
that. 

I want  to  say  to  you,  Mr.  Shir  veil,  that  I do  think  probably  there 
has  been  a change  in  administrative  policy  which  lias  made  it  possible 
for  this  improved  relationship. 

1 visited  the  islands  in  September  of  lf)5t>,  right  after  you  had  that 
hurricane,  so  much  damage,  a lot  of  buildings  were  destroyed.  I was 
only  there  16  hours  so  I would  not  say  I was  able  to  make  much  of  a 
personal  checkup. 

But  I have  recognized  the  strategic  importance  of  the  island  in  our 
Pacific  defense  and  I have  not  been  too  happy  in  the  past  that  we  have 
not  been  able  to  stamp  out  much  of  this  infiltration  and  this  apparent 
influence  on  the  part  of  the  Reds  there. 

If  that  has  been  accomplished,  I want  to  compliment  whoever  is 
responsible  for  it. 

Chairman  Hayden.  Senator  Monroney. 

ADVANTAGES  OF  POSITION 

Senator  Monroney.  General  Mead,  is  it  not  a fact  that  we  enjoy 
a peculiar  and  very  beneficial  position  in  these  islands  in  that  we  do 
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not  have  to  worry  about  the  political  situation,  anti-American  fooling, 
that  leads  to  the  reduction  or  impingement  upon  our  slatiiH  of  forces 
there  ami  that  wo  do  not  iiavo  to  worry  about  a changed  ndministra- 
lion  taking  our  liases  away  or  a temperamental  chief  of  stale  Haying 
“If  I can’t  Iiavo  tiio  atomic  weapon  you  can  wuhIi  out  three  or  four 
hundred  million  dollars  wortli  of  lumen  and  take  them  elsewhere"? 

Now,  this  in  ono  Hpot  ill  liio  Far  East  whom  we,  can  remain  an  long  an 
we  feel  the  nil  nation  niakcH  it  necessary  and  put  troopa,  armament, 
and  Htnelipile  weapons  without  having  to  consult  or  get  through  to  a 
parliament  of  a friendly  nation;  is  that  correct? 

General  Mead.  I cannot  Hay  categorically  yes  to  thin  proportion. 
Ah  hi  our  treaty  rights,  yes  sir.  However,  i ask  yoti  to  speculate  for 
a moment,  if  you  will,  sir,  what  would  be  the  condition  if  the  local 
chief  executive  on  the  indigenous  side  were  to  employ  the  passive 
resistance  tact  ics  of  Mr.  (Ihandi. 

In  other  words,  a very  passive  cooperation  or  a failure  to  cooperate 
with  us  could  destroy  our  best  laid  plans. 

Senator  Monuonkv.  That  is  right,  if  we  intend  to  build  up  our 
forces  in  the  Far  East. 

It  is  rough  on  some  governments,  even  though  they  may  consider 
themselves  strong,  to  invite  additional  forees  and  additional  weapons 
that  would  be  under  the  absolute  control  of  the  United  States. 

But  hero  they  are  under  that  control.  So  it  is  something  on  which 
I think  we  ought  to  assess  a rather  high  priority  value. 

General  Mead.  We  need  lo  continue  to  preserve  our  position.  We 
need  to  insure  that  we  don't  have  a passive  cooperation  to  destroy  the 
effectiveness  of  our  position. 

Senator  Moniconky.  That  is  right,  and  the  tranquillity  of  the  island 
would  perhaps  have  a substantial  yield,  if  they  are  doing  well,  in 
reducing  the  amount  of  security,  local  security  forces  and  law  enforce- 
ment. that  wo  would  have,  would  make  for  better  workers  among  the 
native  population  than  if  there  are  elements  at  work  that  feel  they  are 
being  unfuirly  dealt  with  by  the  great  colossus  of  the  West;  is  that 
right? 

General  Mkad.  Yes,  Senator, 

POSSIBILITY  OK  TAKING  LESS  VALUABLE  LAND 

Senator  Moniioney.  I would  like  to  ask  about  one  thing,  which  I 
kept  hearing  about  2 or  3 years,  and  I wrote  several  letters  at  the  time 
thoso  large  land  takings  were  being  made.  I quite  agree  with  you  on 
the  fantastic  attachment  of  the  Ryukvuans  to  their  soil.  They 
would  almost  rather  part  with  their  families  than  part  with  their  land. 

There  is  perhaps  nowhere  else  in  the  world  where  this  is  moro 
apparent.  But  has  there  been  any  study  that  in  the  future  land 
taking  we  can  take  some  of  the  nonarable  land? 

My  reports  were  that  we  always  took  the  very  best  land  and,  conse- 
quently, did  earn  the  hatred  of  a large  number  of  people  who  had  to 
give  up  the  land  on  which  they  had  lived  for  generations  while  there 
wero  other  lands  farther  up  from  the  shore  that  we  could  have  taken 
on  which  the  water  and  soil  was  less  desirable,  hut  could  have  been 
made  available  for  some  of  the  uses  that  wo  required. 

General  Mead.  I think  I would  like  to  ask  for  help  from  the  Marines 
on  this  because  they  have  been  the  most  recent  takers  of  land. 
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Major,  will  you  st *>.|>  up  again  and  comment  on  this,  please. 

Major  Wall,  From  the  Marino  standpoint,  the  land  that  wo  have 
just  recently  taken,  most  of  it  is  north'd  for  ponnanont  training  areas 
for  the  Marine  Corps.  In  that  case  wo  have  taken  all  the  most 
unusable  land  that  we  possibly  could  take  and  still  use  for  training 
purposes. 

In  our  work  with  the  High  Commissioner,  people,  and  the  civil 
administrator  on  Okinawa,  we  have  excluded  wherever  possible  areas 
(hat  could  he  used  for  farming  and  so  forth,  and  our  boundaries  out 
in  that  area  are  very,  very  irregular  as  a result  of  that,  up  little 
valleys,  excluding  rice  padtlios  which  wo  have  no  use  for  and  do  not 
want  to  pay  money  for  rent  when  we  could  not  use  them,  but  wo 
have  made  every  effort  we  can  in  our  large  takings  to  exclude  usable 
land. 

Our  campsites,  by  necessity  sometimes,  have  to  take  some  good  land. 
Senator  Monroney.  Your  utilities  have  to  be  put  up  and  the  cost 
would  be  prohibitive  if  you  went  up  very  far  in  the  mountains  or  hills, 

has  to  roLiry  ok  civil,  and  military  unovrs 

Mr.  Woml.  Senator,  it  is  the  basic  policy  of  the  civil  administration 
ami  the  military  forces  in  Okinawa  to  keep  our  land  requirements 
down  to  the  absolute  minimum  and  in  so  doing  to  take  within  those, 
none,  if  possible,  of  the  lauds  which  are  usable  by  the  local  economy. 
The  large  land  takings  which  were  originally  acts  of  war  in  1045  and 
1 040,  which  did  not  include  arable  acreage,  were  in  essence  the  com- 
pletion of  any  takings  of  that  nature. 

Since  that,  time  we  have  done  everything  in  our  power  to  givo 
back  to  the  local  economy  the  arable  lands  and  to  keep  any  further 
takings  down  to  the  irreducible  minimum. 

Mr.  Shihven.  In  the  case  of  the  Marinos,  most  of  the  land  taken 
bv  them  for  training  purposes  is  publicly  owned  land  on  which  wo  do 
not,  of  course,  pay  any  rental. 

In  other  words,  we  have  in  mind  not  only  the  welfare  of  the  indi- 
vidual Ryukyuan  people,  but  also  the  economy  of  the  U.S.  Govern- 
ment. 

Senator  Monroney.  I am  glad  to  know  that  that,  is  being  looked 
after  because  in  the  early  days  I received  many,  many  complaints 
from  men  who  had  been  over  there  who  felt  we  were  grossly  miscalcu- 
lating the  land  and  could  have  gone  to  greater  limits  to  take  nonarable 
land. 

TYKES  OP  LAND  TAKEN 

Mr.  Shikvkn.  As  of  January  15,  1959,  wo  held  GO, 822  acres  of 
laud  of  which  only  16,500  wras  arable  lands. 

I would  like  to  point  out  to  you,  sir,  to  correct  earlier  statements, 
that  a certain  proportion  of  the  land  which  w e occupy  is  not  agri- 
cultural land,  hut  is  commercial-  or  urban-type  land. 

Naturally,  that  has  a much  higher  value  per  acre.  Naha  is  a city 
of  200,000  people  and  urban  land  in  the  city  of  Naha  runs  about  the 
same  price  as  land  in  comparable  cities  in  the  West. 

Chairman  Hayden.  Senator  Ellender. 
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OTIIKIl  COHTtt 

Senator  Ellkndkh.  There  is  one  question  I would  like  to  ask  about 
the  cost,  to  us. 

In  addition  to  the  rentals  we  have  been  discussing,  are  there  any 
other  costs  that  we  must  pay  to  the  authorities  then*  to  remain  in 
Okinawa? 

Mr.  SimtVK.v.  We  do  not  pay  the  Government  of  the  Ryukyu 
Islands  or  any  local  authority  anything. 

Senator  Ellendeu.  When  you  say  we,  you  mean  the  civil  ad- 
ministration? 

Mr.  Shirven.  The  United  States  does  not  pay  anything  to  the 
local  government. 

Senator  Ellendeu.  Are  we  to  understand  that  the  program  that 
you  have  there  now  is  the  one  that  you  are  now  discussing  and  is  the 
only  one? 

Mr.  Siiikvkn.  This  is  a grant  program. 

Senator  Ellen  nun.  That  is  the  only  one? 

Mr.  Shirven.  That,  is  the  only  grant  program  and  there  arc  no 
payments  for  anything  to  the  Government  of  the  Ryukyu  Islands. 

Senator  Ellendeu.  Do  you  know  whether  or  not  tko  Army  or  the 
Defense  Department  pays  anything? 

H Mr.  Shirven.  The  Defense  Establishment  does  not  pay  anything 
to  the  government  of  the  Ryukyu  Islands  other  than  certain  payments 
for  land  rentals. 

Incidentally,  wo  do  not  pay  rent  on  public  lands. 

EARLIER  CONSTRUCTION  PROGRAM 

Senator  Ellendeu.  I understand  that.  As  I recall,  we  have  spent 
a considerable  sum  out  of  money  in  the  military  assistance  program 
to  construct  most  of  their  public  buildings  there. 

As  I recall  also  there  were  quite  a few  million  dollars  spent  to  estab- 
lish schools,  hospitals,  and  structures  of  that  nature.  Now  is  any- 
thing being  done,  aside  from  what  we  are  talking  about  at  the  moment, 
to  assist  the  people  there? 

Mr.  O’Flaheuty.  Senator  Ellonder,  the  construction  to  which  you 
addressed  yourself  was  carried  out  under  GARIO. 

This  is  in  substance  the  successor  appropriation  under  another  title. 

TOTAL  EXPENDITURE* 

Senator  Ellender.  You  do  not  remember  the  total  mount  we 
spent  there? 

Mr.  O’Flaherty.  In  1950  the  appropriation  was  $50  million.  It 
has  been  rapidly  decreasing  since  that  time. 

Senator  Ellendeu.  How  much  altogether? 

Mr.  O’Flaherty.  Altogether  some  $160  million.  If  necessary,  I 
will  correct  that  figure,  but  I tbink  it  is  approximately  160. 

RENTAL  ON  PUBLIC  LAND 

Senator  Monroney.  Could  I ask  one  more  question? 

Chairman  Hayden.  Yes. 
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Senator  Monroney.  General,  if  we  are  going  to  interject  $3  million 
worth  of  aid,  would  it  be  better  to  Day  that  ns  rental  on  public  lands 
to  get  away  from  the  idea  of  hanaouts  and  unearned  increment  to 
countries  which  rarely  seem  to  appreciate  it  if  it  is  a gift? 

General  Mead.  I think  that  is  a matter,  Senator,  that  we  have  not 
studied. 

Mr.  Shirven.  May  I comment  on  that? 

Senator  Monroney.  Yes. 

Mr.  Shirven.  Politically,  it  is  probably  more  valuable  to  us  to 
make  a grant-  than  it  is  to  make  the  same  payment  in  the  form  of 
payment  for  land,  because  in  that  case  there  would  bo  no  particular 
credit  attaching  to  the  United  States.  It  would  be  interpreted  to 
mean  that  wc  had  simply  paid  moneys  which  were  owing  to  the  govern- 
ment of  the  Ryukyu  Islands. 

In  the  case  of  a giant,  of  course,  wc  can  expect  some  credit. 

In  addition  to  that  , when  we  make  this  grant  payment  wc  do  retain 
some  control  over  the  use  to  which  the  funds  will  be  put. 

Wo  can  determine  that  they  will  be  spent  to  build  a hospital,  for 
example,  or  for  school  construction,  or  for  the  tuberculosis  program, 
whereas  if  these  funds  were  available  in  the  payment  of  land  rentals 
we  would  have  no  control  over  their  use. 

Mr.  O ’Flaherty.  May  I comment  that  the  payments  for  land 
rentals,  of  course,  are  made  to  private  individuals.  The  payments  in 
this  budget  request  are  to  the  society  as  such,  not  to  selected  in- 
dividuals. 

Now,  there  are  about  50,000  landowners  involved  in  this. 

Senator  Monroney.  I am  talking  about  the  public  lands  of  which 
he  said  you  received  free  use. 

U.e  LAND  POLICY 

Mr.  Wohl.  It  is  the  U.S.  policy,  worldwide,  in  all  areas  where  we 
are  the  users  of  public  land,  that  the  host  government  provides  these 
lands  for  our  use  with  no  rental  payments  by  the  United  States. 

If  we  were  to  make  payments  within  the  Ryukyu  Islands  for  public 
lands  to  the  Government  of  the  Ryukyu  Islands  it  would  be  completely 
contrary  to  the  policy  of  the  United  States. 

Senator  Monroney.  How  about  our  Lybian  bases  and  North 
African  bases?  If  you  will  check  that  you  will  find  that  there  is 
pretty  heavy  renegotiation  the  other  way  around. 

Mr.  Shirven.  As  of  tills  year  we  had  23,000  acres  of  publicly 
owned  lands  on  which  wo  were  not  paying  rent. 

If  we  were  to  pay  rent,  of  course,  the  amount  involved  would  far 
exceed  $3  million,  I am  afraid,  sir. 

Senator  Monroney.  Not  if  it  is  nonarable.  I understand  that 
land  which  is  almost  worthless  when  it  is  not  arable  is  extremely 
valuable  where  it  is  cul  viva  ted  and  improved. 

Mr.  Shirven.  It  is  true  that  most  of  it  is  nonarable  land. 

JUSTIFICATION  EOR  INCREASED  AID 

Senator  Dworshak.  Mr.  Chairman,  was  testimony  submitted  to 
show  why  there  should  be  an  increase  in  this  aid  to  the  Ryukyuan 
economy?  What  was  the  increase  over  last  year? 
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Senator  Ellendek.  Four  times  more. 

Senator  Dworshak.  Was  there  some  testimony  to  justify  that  big 
increase?  Does  the  economy  need  more  bolstering  and  more  assist- 
ance now  and,  if  so,  what  is  responsible  for  that  trend? 

Mr.  O’Flaherty.  Senator,  the  basic  justification  for  this  increase 
stems  from  the  fact  that  the  level  of  assistance  which  had  been  au- 
thorized by  the  Ryukyu  Islands  in  the  last  few  years  was  simply  and 
honestly  below  that  which  is  required  for  us  "to  do  our  job  there. 
Without  provision  of  assistance  at  approximately  this  level,  $4  million, 
we  cannot  expect  to  accomplish  the  objectives  as  stated  in  the  Presi- 
dent’s executive  order  which  instructs  the  Secretary  of  Defense  to 
continue  to  promote  the  welfare  and  well-being  of  the  people. 

There  is  specific  ally  an  increase  in  the  demands  on  t he  Government 
of  the  Ryukyu  Islands  for  public  health  and  public  safety  activities, 
increasing  as  our  bases  expand  there. 

It  imposes  on  that  government  the  necessity  to  employ  more  police, 
to  take  more  sanitation  and  public  health  measures,  and  it  is  to  some 
extent  to  meet  this  that  we  are  asking  for  an  increase. 

Senator  Dworshak.  Mr.  Shirven,  a while  ago  testified  the  political 
climate  had  greatly  improved.  It  seems  a little  inconsistent  now  to 
ask  for  additional  funds  in  the  face  of  this  vast  improvement. 

If  the  conditions  had  been  deteriorating  I can  readily  understand 
why  you  might  need  additional  funds,  but  if  the  conditions  havo  so 
greatly  improved,  it  seems  that  if  you  arc  doing  the  job  very  effec- 
tively, you  should  not  ask  for  additional  money. 

Mr.  O’Flaherty.  The  improvement  in  the  political  climate  which 
wc  aro  very  happy  to  report  to  you,  stems  in  part  from  the  very  fact 
that  the  United  States  has  been  manifesting  a greater  interest  in  the 
welfare  of  these  people  and  when  they  received  the  knowledge  or  word 
that  the  President  had  submitted  a budgetary  request  in  the  amount 
of  $4  million  as  against  $1  million  last  year,  this  had  a great  impact 
on  the  attitude  of  the  people.  It  was  not  simply  the  settlement  of 
the  land  question  or  the  introduction  of  dollar  currency,  but  tlio  whole 
attitude  of  the  relationships  between  the  U.S.  Government  and  the 
people  there. 

Senator  Dworshak.  We  have  gone  overboard  in  some  areas  of  the 
world  where  we  have  tried  to  be  sympathetic  and  extremely  liberal, 
too;  and  to  our  amazement  we  find  that  instead  of  improving  the  situ- 
ation it  has  deteriorated. 

I certainly  hope  that  you  are  not  going  to  jeopardize  the  situation 
that  you  have  now  in  the  islands. 

Mr.  Shirven.  Senator  Dworshak,  I would  like  to  make  it  clear  that 
wc  arc  not  here  requesting  funds  solely  for  the  welfare  of  the  Ryukyu 
Islands.  What  we  are  doing  is  buying  a military  base  which  wc  must 
have. 

Senator  Dwokshak,  Nobody  disputes  that  question  and  I was  very 
much  pleased  to  have  your  fine  report  a few  minutes  ago. 

It  seems  to  me  that  you  are  making  that  steady  progress,  that  you 
should  move  cautiously. 

DATA  INDICATING  PROGRESS 

Mr.  Shirven.  Let  mo  give  you  some  specific  data,  Senator  Dwor- 
shak. 
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Wo  think,  of  connw,  wo  cannot  h(imhI  wlill,  wo  cannot  rest  on  our 
oars  moral v because  wo  have  achieved  a satisfactory  situation;  wo 
cannot  drift  because  the  situation  will  then  deteriorate. 

The  per  capita  national  income  of  the  Ryukyu  Island  in  1W*S,  for 
example,  was  $171. 

Senator  Dwohsiiak.  What  year  was  that? 

Mr.  Shikvkv.  Fiscal  year  I!1/*S.  We  estinmto  (lint,  for  fiscal  year 
lOfil),  just  closed,  that  will  increase  to  $IN0.  That  is  an  imnease  of 
about  2 percent  which,  of  course,  is  not  u tremendous  rate  of  increase. 

If  we  can  receive  the  amount  that  we  have  requested  in  assistance 
for  fiscal  year  MlllO,  (he  appropriation  which  you  gentlemen  are  now 
considering,  we  believe  that  we  can  increase  the  per  capita  national 
income  to  $10/*,  This  will  still  he  less  than  $200  per  person,  sub- 
stantially lower  than  the  per  capita  national  income  of  .Japan,  hut 
(hat  will,  nevertheless,  he  a satisfactory  rate  of  incrcasn. 

We  believe  that  if  we.  can  increase  the  per  capita  income  in  the 
Rvukyus  at  approximately  the  same  rate  as  the  per  capita  national 
income  in  Japan  is  increasing,  these  people  will  have  no  cause  for 
complaint. 

Whereas,  if  they  should  increase  at  a slower  rate-  or  go  backward, 
they  would  then  have  a legitimate*  cause  for  complaint  . 

Mutual  Sue  tut  it  y 

(The  following  was  later  submitted:) 

(See  p.  f>22) 

Southeast  Asian  Reoioxai.  Telecommunications  Project 

\To  funds  arc  requested  in  fiscal  year  1(10)0  for  this  project,  which  was  approved 
by  ICA  in  April  I9f»(>. 

The  project  was  designed  to  provide  modern  com immi cations  facilities  neces- 
sary for  economic  development  and  for  strengthening  military  capabilities  in 
southeast  Asia.  Throe  countries  are  now  participating  in  the  project.— Laos, 
Thailand,  and  Vietnam.  Cambodia  had  boon  invited  to  participate,  but  tho 
Cambodian  Government  did  not.  join  in  the  project. 

Under  this  project  it  was  proposed  to  make  an  engineering  study,  prepare 
designs  and  specification  bid  tenders,  and  supervise  construction  for  the  improve- 
ment nnd  expansion  of  the  internal  telecommunications  facilities  and  services  of 
Laos,  Thailand  and  Vietnam  and  such  adjoining  countries  as  ICA  might  designate 
as  well  as  international  services  to  develop  t he  best  practical  regional  telecommuni- 
cations network  for  the  area.  To  accomplish  this  a contract  was  negotiated  with 
a joint  venture  of  two  engineering  firms.  The  contractor  began  its  work  under  a 
letter  of  intent  issued  on  December  19,  1956.  A contract  was  signed  on  February 
6,  1957. 

The  contractor  developed  what  it-  called  a fundamental  plan  for  the  regional 
system  by  February  1958.  The  plan  was  examined  by  ICA  and  u telecommunica- 
tions consultant  from  private  industry.  This  examination  showed  the  plan  was 
inadequate  and  needed  revision  and  expansion  in  several  particulars. 

The  services  of  the  engineer  were  terminated  as  of  June  30,  1958  by  ICA  pur- 
suant to  a written  notice.  Vouchers  in  the  amount  of  about  $1.1  million  nave 
been  authorized  to  pay  the  engineer  for  services  rendered. 

Then  another  engineering  firm  was  engaged  to  make  necessary  corrections  and 
revisions  in  the  fundamental  plan.  When  this  was  accomplished  it  became  neces- 
sary to  select  an  engineering  contractor  to  be  responsible  for  all  engineering  and 
detail  design  and  specifications  as  well  ns  supervision  of  construction  for  the 
rehabilitation  of  the  existing  facilities  and  the  development  of  the  toll  system  and 
exchange  system  in  each  country.  Tho  same  contractor  will  have  full  responsibil- 
ity for  management  advisory  and  training  programs  and  for  the  training  of  host 
country  personnel  necessary  for  the  technical  design,  operation,  maintenance, 
and  construction  of  the  proposed  systems. 


MUTUAL  SECURITY  APPROPRIATIONS,  1000 


777 


A letter  of  agreement,  dated  November  10,  1958,  wan  Issued  to  the  latter 
neering  contractor  authorizing  initial  operations  1o  rehabilitate  existing  telecom- 
imudontioiiH  facilities  and  the  undertaking  of  tin-  j»erfominnce  of  tins  oilier  on^i Moor- 
ing services  required  in  cimnocl ion  with  lint  project.,  including  supervision  of  con- 
struction. A (lo(ii)itivn  contract  for  the  work  to  In;  performed  in  Vietnam  is  now 
being  negotiated.  Upon  approval  of  this  contract  it  will  become  tin:  prototype 
for  the  contracts  relating  to  Tlmilnrid  and  Liiok. 

Construction  costs  for  the  three-country  system  are  estimated  at  $27.0  million, 
which  has  boon  pro/idod  largely  from  t he  President's  Fund  for  Asian  Economic 
Development'.  II.  is  not  planned  to  request  any  additional  funds. 

Tim  project-  is  complex,  involving  the  development  of  administrative  arrange- 
ments with  three  sovereign  countries.  In  the  opinion  of  IDA,  the  progress  of  the 
original  engineer  was  not  adequate  to  meet  conditions  as  they  were  developing. 
Tim  need  for  rehabilitation  of  existing  communications  facilities  in  the  three 
countries  was  greater  than  originally  foreseen.  The  necessity  for  completing  the 
detailed  design  engineering  plutse  before  commencing  construction  is  of  the  ut- 
most importance  to  the  success  of  tin*  p, ojeet..  Intricate  arrangements  to  finance 
the  construction  had  to  he  established.  All  of  these  factors  contribute  to  retarding 
the  progress  of  the  project. 


PitoriHAM  in  Vietnam 
(See  p.  524) 

Dolegrovo  art  icles  make  the  sweeping  allegation  that,  the  aid  program  in  Vietnam 
is  a fiasco  and  a scandal.  However,  even  Mr.  Colegrovo  contradicts  the  allega- 
gatinn  that,  the  program  is  a fiasco  by  his  statement:  “ We  have  accomplished  our 
main  mission.  We  have  kept.  Vietnam  from  Communist  conquest  and  from 
economic  collapse,”  These  accomplishments  are  important  and  indicate  that  the 
program  has  been  a success,  ns  various  competent  witnesses  have  testified.  This 
is  particularly  evident  when  one  remembers  the  devastation  and  chaos  that 
prevailed  in  Vietnam  when  President  Diem  assumed  the  reins  of  government  In 
1054  and  when  our  aid  program  begun  in  fiscal  year  1955. 

The  charges  of  hidden  scandals  in  the  administration  of  the  aid  program  have 
not  been  substantiated.  In  this  connection  it  is  important  to  note  that  Mr. 
Colegrovo  failed  to  consult  with  the  USOM  Director,  the  UKO M Comptroller 
and  others  who  hurl  knowledge  of  the  facts,  to  verify  his  information. 

For  the  information  of  the  committee  a point-by -point  answer  to  the  Colegrovo 
charges  is  attached.  Illustratively,  comment  on  several  of  the  more  important 
points  raised  in  the  articles  follows: 

Allegation 

u*  * * Wc  forked  over  bundles  of  American  cash  to  thefledgling  inexperienced 
Vietnam  Government,  and  then  looked  piously  at  the  ceiling  while  the  money 
molted  awuy”  (first  article). 

"We  are  also  giving,  outright,  millions  in  cold  U.S.  cosh  to  a country  that  has 
a desperate  scarcity  of  skilled  accountants,  let  alone  trained  Government  admin- 
istrative help.  Nonetheless  once  we  arrange  to  deliver  a batch  of  money  for 
goods  to  free  Vietnam,  that’s  it.  American  officials  wash  their  hands  of  further 
responsibility”  (second  article). 

Comment 

No  “cold  U.S.  cash”  is  being  given  outright  to  Vietnam.  Cash  grants  were 
given  to  Vietnam  during  fiscal  year  1955  and  the  first  half  of  fiscal  year  1956  to 
meet  emergencies,  but  not  since  that  time. 

It  is  not  true  that  American  officials  wash  their  hands  of  further  responsibility 
once  a particular  item  of  aid  has  heen  agreed  to.  Complaints  of  irregularities  arc 
investigated:  American  technicians  follow  the  technical  aspects  of  projects;  the 
Comptroller's  Office  conducts  audits  and  end-use  checks,  examining  whether  or 
not  funds  and  supplies  have  been  used  in  line  with  agreed  purposes;  and  the 
International  Cooperation  Administration  (ICA)  in  Washington  conducts  cora- 
honsive  field  audits  checking  on  actions  taken  by  the  field  mission. 

Despite  the  shortage  of  accountants  and  trained  administrative  personnel, 
which  has  been  substantially  reduced  during  recent  yearn,  we  believe  that  accounts 
are  being  handled  capablv  by  the  Vietnam  Government,  aided  by  these  factors: 

(a)  Vietnam’s  National  Budget  and  Accounting  Office  is  widely  regarded  as 
a model  installation.  Its  thoroughly  competent  and  devoted  staff  effectively 
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utilises  IBM  equipment.  This  operation  has  been  visited  by  officials  of  other 
Asian  countries  wno  wished  to  study  the  feasibility  of  converting  their  systems 
to  that  in  uso  in  Vietnam.  It  has  also  been  inspected  and  praised  by  American 
observers. 

(5)  With  USOM  technical  advice,  the  latest  methods  of  stook  and  inventory 
control  havo  boon  set  up  in  the  Vietnamese  Foreign  Aid  Administration’s  Central 
Purchasing  Agency  (CPA),  This  agency  was  established  in  1056  and  now 
purchases,  receives,  warehouses,  and  distributes  the  bulk  of  project-commodity 
procurement  under  the  U.S.  aid  program.  It  has  handled  procurement  as  follows: 
1056,  $40,000;  1057,  $3.5  million;  1958,  $7.5  million.  A recent  analysis  of  ICA 
refund  claims  showed  no  claims  involving  CPA  activities.  For  a group  of  “un- 
skilled accountants  and  untrained  administrators/'  this  is  a remarkable  perform- 
ance. 

(e)  Extensive  courses  in  accounting  techniques  and  in  the  use  of  modern  business 
machines  hove  been  and  are  being  conducted  under  the  joint  auspices  of  USOM 
and  tiie  Vietnamese  Government.  These  courses  have  been  so  successful  (hut  the 
panel  appointed  to  supervise  the  program  is  gradually  being  phased  out  because 
the  Vietnamese  staff  is  developing  great  proficiency. 

Allegation 

“*  * * We’ve  done  little  to  guide  Vietnam  tow  ard  the  day  when  she  can  support 
herself.  This  country  lifts  a terrible  financial  problem.  Our  ‘solution’  has  been 
to  put  her  on  the  dole.  She  may  be  there  10  years,  25  years— or  forever"  (first 
article). 

“We  spend  and  spend,  and  our  Government  experts  haven't  proposed  a single 
new  answer  to  the  problem.  All  they  can  come  up  with  is  determination  to  main- 
tain the  status  quo.  We’ll  never  solve  the  economic  problem  this  way.  Meantime, 
these  peoplo  are  living  off  our  handouts  and  are  quite  satisfied  to  do  so"  (second 
article). 

“Then  ho  (President  Diem]  added  significantly:  ‘Many  experts  think  unde- 
veloped areas  like  South  Vietnam  will  need  help  for  25  years1  " (second  article). 

Comment 

In  applying  aid  funds  in  Vietnam  it  has  been  necessary  to  do  first  things  first. 
When  this  program  first  began  in  fiscal  year  1955,  the  status  quo  included  a number 
of  elements  dangerously  threatening  the  survival  of  that  country  as  a free  nation. 
There  was  a potentially  very  serious  threat  of  inflation,  which  could  have  destroyed 
any  possibility  of  an  effective  military  or  development  effort.  Towns  and  country- 
side had  been  devastated  by  8 years  of  civil  war,  which  left  Vietnam’s  economy 
in  ruins  and  itB  society  disorganized.  Free  South  Vietnam  had  to  care  for  the 
Influx  of  hundreds  of  thousands  of  refugees  fleeing  from  Communist  North 
Vietnam,  who  lacked  shelter  and  the  necessities  to  sustain  life.  The  majority  of 
these  had  no  means  to  make  a livelihood.  Had  tho  aid  administrators  really  been 
content  with  the  status  quo,  these  glaring  problems  would  have  gone  unattended, 
and  free  Vietnam  would  probably  nave  gone  Communist  well  before  now. 

The  Vietnamese  have  often  made  it  clear  that  they  do  not  enjoy  their  status  of 
economic  dependence  on  the  United  States.  Under  tho  circumstances,  however, 
they  realize  the  need  for  and  appreciate  our  aid.  In  frequent  expressions  of  con- 
cern over  this  situation,  high  officials  emphasize  their  determination  to  achieve 
economic  independenco  as  soon  as  possible.  But  the  facts  are  that  Vietnam  is 
still  technically  at  war,  and  that  what  semblance  of  peace  there  is  depends  on  a 

firecariuuH  cease-fire  agreement.  Therefore,  it  must  finance  a substantial  military 
orce  to  meet  the  threat  posed  by  the  larger  armies  in  the  north.  It  is  also  con- 
tinually threatened  with  internal  subversion,  plotted,  contrived,  and  carried  out 
by  Communist  Imperialists,  For  these  and  other  reasons,  Vietnam  has  a major 
problem  in  restoring  stability  and  developing  its  economy. 

The  Vietnamese  loaders  realize  that  if  the,)  do  not  maintain  their  military 
strength  they  would  be  dangerously  vulnerable.  They  cannot  yet  finance  their 
army  and  police  and  civil  guard  at  the  levels  required  and  also  maintain  basic 
civilian  services,  without  the  assistance  that  foreign  aid  gives.  What  we  presume 
Mr.  Coiegrove  calls  tho  dole,  namely  the  import  of  consumer  and  other  goods  for 
sale  within  Vietnam,  is  in  fact  the  soundest  way  in  which  the  United  State?  can 
help  Vietnam  maintain  its  security  forces  and  carry  out  other  essential  activities 
without  serious  inflation. 

When  President  Diem  saw  Mr.  Colegrove’s  statement  in  the  first  article,  in- 
ferring that  Diem  had  said  “that  Vietnam  may  be  on  the  dole  for  10  years,  25 
years — or  forever,”  he  told  the  U.S.  Ambassador  that  in  discussing  this  general 
question  with  Mr.  Coiegrove  he  had  stated  that  many  foreign  experts  had  told 
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him  that  it  might  take  25  years  to  improve  the  situation  in  all  the  underdeveloped 
countries  in  the  world.  President  Diem  stated  that  he  had  not  implied  in  any 
way  that  Vietnam  would  need  aid  for  that  length  of  time  but  had  talked  in  terms 
of  *3,  5,  or  8 years  depending  upon  the  rate  of  progress." 

Fortunately,  with  aid  given  to  help  deal  with  these  problems,  Vietnam  has  now 
achieved  a considerable  part  of  the  security,  economic  stability  and  repair  of  war 
damage  prerequisite  to  undertaking  a sound  program  of  economic  development. 
Furthermore,  many  concrete  accomplishments  have  already  been  achieved  Bince 
our  aid  program  began,  hb  follows: 

1.  The  internal  situation  has  been  brought  from  chaos  to  basic  stability. 

2.  The  Vietnamese  armed  forces  have  been  built  up  from  an  ineffective  disor- 
ganized force  to  one  which  is  well  on  the  road  to  becoming  a cohesive,  well-trained 
fighting  force. 

3.  Under  MAAG  supervision  the  Vietnamese  army  engineers  have  built  a new', 
Important  all-weather  road  from  Kbntuni  in  the  northeast  to  the  coast. 

4.  Vietnamese  civilian  engineers  arc  now  beginning  to  build  excellent  roads  on 
their  own,  using  techniques  and  methods  taught  by  American  adviserB. 

6.  A new'  highway  from  the  coast  to  the  interior,  which  has  opened  new  fertile 
lauds  for  settlement,  is  practically  completed;  another  road  farther  north  from  the 
coast  to  the  interior  is  well  underway. 

6.  The  country’s  principal  railroad,  destroyed  in  great  part  by  the  Communists, 
has  been  rebuilt  to  the  demarcation  line  dividing  Vietnam,  and  through  trains  arc 
running  from  Saigon. 

7.  Rice  production  has  increased  substantially  so  that  the  amount  available  for 
internal  consumption  and  export  has  risen  from  1.8  million  tons  in  1954  to  about 
3 million  tons  for  1958. 

8.  French  planters  have  taken  advantage  of  the  Vietnamese  Government’s  loan 
program  to  extend  the  area  of  their  rubber  plantiugs.  New  rubber  plantings  have 
risen  from  a low  of  325  acres  in  1966  to  4,740  acres  last  year. 

9.  A sugar  refinery,  destroyed  by  the  Communists,  has  been  rebuilt  and  surveys 
for  other  refineries  are  well  advanced.  These  will  produce  enough  sugar  to  meet 
internal  consumption  requirements, 

10.  A factory  manufacturing  miscellaneous  rubber  products,  destroyed  by  the 
Communists,  is  being  rehabilitated  and  another  factory  to  make  tires  for  bicycles 
and  scooters  has  been  designed  and  should  be  erected  in  the  near  future. 

11.  A jute  mill  adequate  to  meet  the  country’s  needs  for  burlap  bagging  has 
been  reequipped.  A 20,000-spindle  textile  mill  and  a large  glass  factory  are 
under  construction,  and  scores  of  smaller  industrial  plants  have  been  established 
or  enlarged. 

12.  In  Vietnam’s  land  reform  program,  as  of  the  end  of  February  1959,  a total 
of  approximately  250,000  acres  had  been  surveyed  and  allotted  to  115,410  new 
owners.  It  is  expected  thc.c  the  land  transfer  program  will  be  completed  by 
mid-1960,  when  about  1.7  million  acres  will  have  been  transferred  to  new  owners. 

13.  Over  50,000  persrns  from  the  crowded  coastal  area  have  been  settled  on 
government-owned  laud  in  the  high  plateau  where  they  are  now  raising  hard 
fibers  and  expect  to  raise  other  commercial  crops  which  will  diminish  the  foreign 
exchange  demands  of  the  economy. 

14.  The  government  of  Vietnam’s  Ministry  of  Information,  with  equipment 
nnd  technical  assistance  supplied  by  the  U80M,  has  established  and  is  now  operat- 
ing about  1,100  community  radio  listening  centers  and  information  hallB.  These 
centers  are  scattered  over  the  entire  country,  Through  them  many  thousands  of 
listeners  regularly  receive  news  and  information,  consolidating  understanding 
between  Government  and  people. 

15.  Airports  have  been  improved  and  built. 

16.  Air  navigational  aids  have  been  installed  at  Tourune  and  Saigon. 

17.  Navigational  aids  have  been  installed  on  the  Saigon  River  so  as  to  permit 
travel  by  night,  thus  facilitating  ocean  shipping. 

18.  Improvements  in  irrigation  and  drainage  facilities  have  been  supplied  to 
287  village  irrigation  systems,  benefiting  450,000  acres  of  arable  land. 

As  a result  of  progress  along  these  lines,  it  has  been  possible  to  reduce  sub- 
stantially the  amount  of  U.S.  assistance  given  to  Vietnam  for  both  defense  support 
and  technical  cooperation.  Over  the  first  2 years  of  the  period  fiscal  year  1955 
through  fiscal  year  1959,  aid  averaged  about  $263  million  per  year,  as  compared 
with  an  $180  million  average  for  the  last  2 years  of  this  period.  Clearly,  a signifi- 
cant start  already  has  been  made  toward  the  day  when  Vietnam  can  support 
herself.  Present  programs  include  a variety  of  proiccts  designed  further  to  speed 
Vietnam's  economic  independence  and  social  development. 
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Allegation 

“We  are  buying  jeeps,  trucks,  guns,  tractors,  factories,  even  whole  radio  net- 
works for  mi  infant  farm  economy  nation  that  quite  admittedly  lacks  the  know- 
how to  use  them.  Of  free  Vietnam's  13  million  people,  there  are  only  300  trained 
technicians  and  engineers  by  its  own  Government's  count”  (second  article). 

Comment 

Aid  equipment,  is  not  turned  over  to  imeompetents.  To  train  personnel  to 
handle  such  equipment  properly  the  UXOM  and  the  MAAO  have  conducted 
scores  of  training  programs,  ranging  from  a few  weeks  to  as  much  as  2 years. 

If  the  term  “technician"  is  understood  to  include  tractor  operators,  mechanics, 
and  similar  skilled  workers  as  well  as  engineers,  which  one  would  have  to  infer 
since  the  allegation  includes  reference  to  jeeps,  trucks,  tractors,  and  factories, 
the  number  is  far  beyond  the  300  indicated. 

Of  the  more  than  30,000  persons  trained  lintlvr  IJSOYf  programs,  at  least  5,000 
would  fall  within  the  foregoing  definition  of  “technician.”  The  Capitol  Engmnor- 
ing  Carp.,  a UXOM  contractor,  trained  131  technicians  and  conducted  a 0-month 
high-level  course  on  highway  engineering  for  public  works  engineers.  Johnson, 
Drake  & Piper,  another  UXOM  contractor,  apart  from  training  some  1,800 
technicians  to  handle  all  heavy  highway  equipment,  is  now  conducting  its  second 
4-month,  8-liour-n-duy,  0-dav-a-wcek  course?  for  30  highway  supervisors.  Others 
have  been  trained  to  serve  ns  dredge  captains  and  crew,  well  drillers,  pump 
maintenance  men,  welding  experts,  and  diesel  engine  operators. 

Similarly,  the  MA  AG  has  trained  over  33,000  personnel  for  periods  varying  from 
4 to  20  weeks  or  more.  Of  these,  201)  are  graduates  of  the  TJ.S.  Army  Engineering 
School  at  Fort  Hclvoir,  Va.  Others  were  trained  in  such  fields  us  radio  repair, 
vehicle  maintenance,  metalworking  and  welding. 

This  training  includes  what  is  done  under  our  exchnnge-of-persons  progrnms — 
whether  conducted  by  USIA,  ICA,  or  the  Department  of  Defense — -under  which 
qualified  persons  are  brought  to  the  United  States  for  extended  periods  of  study* 
We  believe  it  is  otic  of  the  finest  ways  in  which  we  can  cooperate  with  our  friends 
abroad. 

Allegation 

• * the  American  Government  pitched  in  about  $71  million  (2.5  billion 
piasters)  to  bring  south  and  care  for  some  000,000  refugees.  Almost  3 years  later, 
in  1057,  we  asked  for  the  free  Vietnam  Government  to  please  tel!  us  how  it  spent 
the  piasters.  The  Vietnamese  accounted  for  $34  million— and  left  $27  million 
unaccounted  for”  (second  article). 

“A  few  polite  requests  luter,  the  missing  amount  was  down  to  $22  million — 
of  which,  thev  explained  to  us,  some  $8  million  unfortunately  must  have  been 
burned  in  a 1055  fire.  'We  will  give  you  the  records  on  the  remaining  $1 4 million 
in  Ihe  near  future,’  the  Vietnamese  explained.  That  was  2 years  ago.  My  sources 
insist,  the  accounting  was  never  completed;  the  fate  of  many  millions  remains 
unsolved”  (second  article). 

Comment 

Despite  the  difficult,  nmost  wartime  conditions  which  prevailed  during  this  vast, 
dramatic,  and  successful  refugee  movement,  when  as  many  as  5,000  to  10,000 
persons  a day  were  pouring  off  the  ships  at  Saigon,  we  did  obtain  a satisfactory 
accounting  for  the  counterpart  funds  which  supplemented  the  Vietnamese  Govern- 
ment's own  funds  used  for  this  purpose, 

A USOM  audit  report  on  U.S.  aid  given  during  this  period,  made  in  March 
1958,  explains  the  problems  of  accounting  for  some  of  the  piasters  provided  for 
Operation  Exodus  under  the  fiscal  year  1955  program.  That  report  contains  tho 
conclusion  that:  , , , 

“Expenditures  totaling  VX$!,430,889,067,  have  boon  fully  documented  by 
various  ministries  and  agencies  ol  tho  Government  of  Vietnam.  This  is  VNS20,- 
444,967  in  excess  of  the  ICA-financed  contribution  of  VX$1, 4 1 0,445,000.” 

As  explained  during  the  course  of  the  testimony,  Vietnamese  and  U.S.  funds 
were  pooled,  of  necessity,  because  of  the  emergency  conditions  that  prevailed. 
However,  the  1,410,445,000  piasters  (equivalent  to  $40,289,428)  contributed  by 
the  United  States  were  considered  fully  accounted  for,  according  to  the  final  con- 
clusion of  this  audit  report: 

“The  active  audit  nnd  review  of  Operation  Exodus  documentation  can  now  be 
considered  completed.” 
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The  $71  million  referred  to  in  the  allegation  concerns  not  only  the  counterpart 
funds  provided  in  1055  for  Operation  Exodus  but  also  the.  piasters  provided  in 
1056  for  refugee  resettlement.  Since  the  emergency  had  abated  bv  the  time 
fiscal  year  1056  funds  wore  required,  U.S.  counterpart  piasters  and  Vietnamese 
budget  piasters  could  be  and  were  handled  separately  and  the  normal  ICA  ac- 
counting procedures  were  followed  for  the  counterpart  funds. 

Thu  statement  that  “some  $8  million  unfortunately  must  have  been  burned  in 
a 1055  fire”  needs  clarification.  What  was  burned  was  not  currency,  but  docu- 
mentation covering  the  expenditure  of  piasters.  This  was  not  an  ordinary  fire  or 
ono  deliberately  set,  but  one  that  occurred  during  the  Hattie  of  Saigon,  when  the 
refugee  commission  headquarters  was  located  between  two  warring  forces;  the 
Government  and  the  Binh  Xuyen.  Currency  was  stored  in  fireproof  safes  and 
was  recovered;  documentation  not  so  protected,  was  burned, 

A (legation 

“*  * * at  least  90  percent  of  the  Americans  never  leave  Saigon  overnight" 
(fourth  article). 

Comment 

It  would  he  much  closer  to  the  truth  to  say  that  90  percent  of  the  official  Ameri- 
cans in  Saigon  have  spent  many  more  than  i night  in  Vietnam  outside  the  capital 
city. 

A number  of  U.S.  personnel  live  outside  Saigon,  particularly  military  personnel 
who  arc  stationed  at  a number  of  locations.  Also,  there  is  an  American  consulate 
in  Hue,  and  there  are  US1S  centers  in  Hue  and  Cun  Tho.  141  members  of  the 
studs  of  the  Capitol  Engineering  Corp.  and  of  Johnson,  Drake  & Piper  live  outside 
Saigon  in  work  camps;  and  there  are  9 persons  from  the  International  Voluntniy 
Services  working  outside  Saigon  on  USOM  projects. 

Of  those  stationed  in  Saigon  many  make  frequent  visits  to  various  parts  of 
Vietnam.  Official  statistics  show  that  U.S,  military  personnel  in  Vietnam  aver- 
aged more  than  450  trips  to  the  field  every  month.  USOM  personnel  make  an 
average  of  about  90  trips  monthly  outside  Saigon.  Members  of  the  small  VSIS 
staff  made  35  official  trips  outside  Saigon  i'or  a total  of  170  days  during  fiscal 
year  1959. 

Officers  of  the  Embassy  staff  whose  duties  require  travel,  including  members  of 
the  Service  nttach6  staffs  and  the  Ambassador,  are  continually  visiting  practically 
every  region  of  the  country.  The  Ambassador,  for  instance,  has  been  out  of 
Saigon  for  more  than  60  trips  in  the  past  2 years  and  has  visited  and  revisited  all 
areas  of  South  Vietnam.  These  visits  have  lasted  from  1 to  9 days.  The  USOM 
Director  travels  as  frequently,  and  has  made  extensive  visits  throughout  all  South 
Vietnam. 

Administrative,  clerical,  and  other  personnel  whose  duties  do  not  require  official 
travel  make  frequent  unofficial  trips  to  other  parts  of  Vietnam  while  on  leave  or 
during  holidays.  No  statistics  are  kept  on  this  travel  but  such  trips  are  being 
made  by  virtually  all  personnel  of  U.S.  missions  in  Vietnam. 


Mutual  Security 

(See  p.  573) 

Cumulative  Mutual  Security  Deliveries/Expenditures  and  Unexpended 

Balances 

Far  East  region 


(In  thousands  of  dollars! 


Del  ivories/ 
expenditures 
through  Jane 
30, 1059 

Unexpended 
balance,  Juno 
30, 1959 

Fiscal  year 
1900  pro- 
gram 

4,010.523 

507, 244 
693,400 

Economio  assistance 

Tote) 

0,006,120 

1,140,928 

1,160, 644 
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Status  of  Public  Law  480,  Titlk  I,  Prouuams 
Far  East  countries,  as  of  June  SO,  J.9S9 


(In  thousand!  ol  U.8.  dollar  equivalents] 


Cqual  ry 

Cumulative  value  of, 
sales  Agreements, 
June  30,  1950 

Total 
ship- 
ments,1 
Jan. 1, 
1055  to 
June  30, 
1959 

Cumulative  deposits, 
June  30,  1959 

Appor- 
tioned 
toICA, 
June  30, 
1959 

ICA 
actual 
expendi- 
tures, 
June  30, 
1959  tpre. 
Ilmlnary) 

MSP 

U8M 

TJ.B. 

uses 

and 

Cooley 

loans 

Total 

MBF 

uses 

U.8, 

uses 

and 

Cooley 

loans 

Total 

Burma 

China 

Indonesia 

Japan 

Korea 

Philippines 

Thailand 

Vietnam 

Total,  Far  East. 

32,580 
18,420 
101,000 
118,764 
134, 490 
8,300 
2.080 
3,000 

8,180 

16.400 

35.400 
34,036 
30,540 

8,100 

2,550 

3,000 

40,700 
34,820 
137,000 
150,800 
165.030 
i 14,400 
4,800 
6,000 

22.4IB 

19,654 

89,771 

135,064 

115,102 

12.586 

4,083 

5,  SOU 

17, 457 
10,156 
77,206 
113,103 
101,308 
7.683 
1,718 
1,613 

5,235 

10,955 

19,300 

33,169 

26,381 

MC0 

2,660 

3,000 

22,692 
21,  III 
96,  506 
146,332 
126,689 
13.783 
4,268 
4,613 

17,300 
10,186 
69, 822 
114.520 
97,200 
7,055 
498 

1,717 

3,123 

108,629 

97,200 

5,146 

417, 174 

138,176 

553,380 

404,478 

390,304 

105,090 

435,994 

316, 251 

216,714 

i Estimated  export  market  value  excluding  ocean  Height  coats. 


NOTICE  OF  MEETING 

Chairman  Hayden.  Gentlemen,  I would  like  to  announce  that 
tomorrow  we  will  meet  at  10:30.  Wo  have  a request  from  the  Bureau 
of  the  Budget  to  consider  items  relating  to  the  Department  of 
Agriculture;  Commission  on  Civil  Rights;  Commission  on  Interna- 
tional Rules  of  Judicial  Procedure;  Federal  Aviation  Agency;  National 
Labor  Relations  Board;  Housing  and  Home  Finance  Agency;  Depart- 
ment of  Cor  'roe,  Seattle  Fair;  Department  of  the  Interior,  Creek 
Indians;  Department  of  Labor;  Treasury  Department;  and  the  Bureau 
of  the  Mint. 

Senator  Dworshak.  Another  supplemental? 

Chairman  Hayden.  That  is  an  additional  title  we  are  going  to  put 
in  this  bill  because  it  is  the  last  opportunity  to  make  appropriations 
this  year. 

Thank  you,  gentlemen. 

(Thereupon,  at  11:45  a.m.,  Monday,  August  24,  1959,  the  committee 
was  recessed,  to  reconvene  at  10:30  a.m.,  Tuesday,  August  25,  1959.) 
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TUESDAY,  AUGUST  25,  1959 

U.S.  Sknatk, 

Committee  on  Appropriations, 

Washington,  D.O. 

The  committee  met,  pursuant  to  recess,  at  10:^30  a.m.,  in  room 
1224,  New  Senate  Office  Building,  Hon.  Carl  Hayden  (chairman  of 
the  committee)  presiding. 

Present:  Chairman  Hayden,  Senators  Chavez,  Ellender,  Hill, 
Magnuson,  Bible,  Byrd,  Saltonstall,  Dworshok,  and  AUott. 

Also  present:  Senator  Jackson. 

COMMISSION  ON  CIVIL  RIGHTS 

STATEMENTS  OF  GORDON  M.  TIFFANY,  STAFF  DIRECTOR; 

LEONARD  R.  LIEF,  GENERAL  SERVICES  ADMINISTRATION; 

MRS.  CAROL  RENNER  ARTH,  EXECUTIVE  SECRETARY,  AND 

ROBERT  NELSON,  LEGISLATIVE  ASSISTANT 

Budget  Request 

Chairman  Hayden.  The  committee  will  please  come  to  order. 

The  first  item  for  consideration  relates  to  the  Commission  on  Civil 
Rights. 

The  sum  of  $500,000  is  requested  to  finance  the  Commission’^ 
expenses  from  November  8,  1959,  the  present  expiration  date,  to  the 
end  of  the  fiscal  year  1960.  It  is  made  contingent  upon  the  enactment 
of  legislation  to  extend  the  life  of  the  Commission,  as  has  been  recom- 
mended by  the  President. 

The  regular  1960  appropriation  hill  for  the  State  and  Justice 
Departments,  the  Judiciary,  and  related  agencies,  provided  $280,000 
to  cover  the  Commission’s  expenses  to  November  9. 

The  estimate  and  supporting  justification  will  be  placed  in  the 
record. 

All  right,  Mr.  Tiffany,  tell  ua  about  this  request,  please. 

(The  justification  referred  to  follows:) 

"INDEPENDENT  OFFICES 
"Commission  on  Civil  Rights 
"salaries  and  expenses 

"For  an  additional  amount  for  ‘Salaries*  and  expenses’,  $500,000:  Provided, 
That  this  paragraph  shall  be.  effective  only  upon  the  enactment  into  law , during  the 
first  session  of  the  Eighty-sixth  Congress,  of  legislation  extending  the  life  of  the 
Commission  on  Civil  Rights." 

This  proposed  supplemental  appropriation  is  for  financing  the  Commission  from 
November  8,  1959,  the  present  expiration  date,  to  the  end  of  the  fiscal  year  I960. 
It  is  made  contingent  upon  the  enactment  of  legislation  to  extend  the  life  of  the- 
. Commission,  as  has  been  recommended  by  the  President. 
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JUSTIFICATION 

Section  1(M,  Public  Law  86-1115  provides  tlmt  tlio  CoTiimission  slmll  submit  to 
tlm  President  mut  llm  Congress  u final  and  eomprebensive  report,  of  its  activities, 
findings,  ami  rneiynmen<JatioiiH  not  later  than  September  9,  1950,  and  90  days 
thereafter  the  Commission  shall  cease  to  exist. 

After  hearings  on  a bill  to  extend  the  lifo  of  the  Commission  for  ail  additional 
2 years,  the  House  Judiciary  Committee  reported  a “clean’’  bill  (11,11.  8901)  on 
August  10,  1959,  which  provides  under  title  IV  for  such  an  extension  with  an 
interim  report  to  be  filed  on  September  1,  I960,  and  a final  report  to  be  filed  not 
later  than  l years  from  the  original  enactment  of  the  law.  This  hilt  is  now  in  tbo 
House  Holes  Committee.  No  action  has  been  taken  on  it. 

Companion  legislation  was  introduced  (S.  91101  which  provides  for  a similar 
extension  of  the  life  of  (lie  Commission.  Hearings  have  been  held  before  tbo 
Senate  Subcommittee  on  Constitutional  Rights  which  reported  a dean  bill  to  the 
full  committee  extending  the  life  of  the  Commission  to  Jummry  1991  (S  21191). 
The  full  Senate  Judiciary  Committee  has  not  ns  yet  taken  action  on  the  favorable 
recommendation  of  (lie  subcommittee. 

Various  similar  amendment*  which  would  extend  the  life  of  the  Commission 
have  been  ollored  on  the  floor  of  the  Semite  lint  no  action  has  been  taken  in  the 
Senate. 

$280,009  ImR  already  been  appropriated  to  finance  the  operation  of  this  Com- 
mission for  the  balance  of  its  fife  under  the  existing  law,  i.c.,  through  November  8, 
1959  (Public  Law  H9-  8 I), 

The  present  request  for  an  additional  supplemental  appropriation  of  $500,000 
is  conditioned  upon  some  favorable  action  being  taken  by  the  Congress  before  the 
life  of  the  Commission  terminates.  Such  request  was  initiated  by  the  llurenti  of 
the  Hudget  in  accordance  with  the  wishes  expressed  by  the  President  on  Decem- 
ber 10.  1958.  The  $500,000  will  provide  for  the  continuation  of  tlio  work  of  the 
Commission  through  the  fiscal  year  ending  June  80,  1990. 

Program  and  financing 


Presently 

available 

Rovlsed 
estimate  1 

Increase 

Program  bv  activities!  Investigations  and  study  of  civil  rights 
matters  (total  obligations) . . - _ 

mm 

$600,000 

Financing:  Appropriation  (new  obligations!  authority)....... 

280,000 

780,000 

iBSBSSsii 

Objeot  oUutifloatiott 


Presently 

available 

Revised 

estimate 

Increase 

Total  number  of  permanent  positions  

67 

Full-time  equivalent  of  all  other  positions 

IH 1 1 

14 

12 

Average  number  of  all  employees. 

26 

79 

54 

Number  of  employees  at  end  "of  year 

86 

86 

Personal  services  r 

*1154,000 
14,  MO 
1,600 

$440,900 

03,800 

3,300 

$286,000 

70,300 

1,800 

Positions  other  than  permanent 

Other  personal  services ..... 

Total  personal  services. 

170,000 

60,000 

too 

638,000 

60,000 

600 

368,000 

30,000 

400 

Travel  . ’ ....  . 

Transportation  of  things  . . ................  ...... 

Communication  services 

16,000 

||1|||^^2  ill 

13,000 

Printing  and  reproduction. 

22.000 

S|§|KE  m 
Ijlll^BTj  iiT 

jVj 

Tm 

MlHvil  Hi 

ml 

ml 

^Ml,  'ml 

Other  contractual  services  

Sorvtces  performed  by  other  agendas. . ..  

mmm 

Supplies  and’ materials..  ’ 

Equipment 

ml 

'lyl 

Grants,  subsidies,  and  contributions. 

9,000 

Refunds,  awards*  and  Indemnities. 

SpHri  yli 

Taxes  and  assessments......  

Hi 

Total  flhH|tttoM 

280,000 

780,000 
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Average  OR  grade  and  salary  --.-. •- 
Averago  snlBry  cl  uintradwl  positions 


Actual,  1059 

Estimated. 

1000 

7, 8 $0,  408 

3,m 

7.0  $0,000 

4,180 

Detail  of  personal  services 


Presently 

availably 

Hu  vised 
estimate 

tnrriift.se 
(4-1  or  dii- 
crense  (— ) 

Num- 

ber 

Total 

salary 

Num- 

tier 

Total 

Hillary 

Num- 

ber 

Total 

salary 

Grade*  mwi  rauRos:  , A 

Sju^cln)  potlUons  fit  rnlw  wjunl  to  or  in  oxwssi  of  $14,190* 

1.0 

1.0 

1.0 

1.0 

III 

7.0 
4 0 

3.0 

4.0 
8.(1 
HO 
0-0 

6.0 

7.0 

10.0 
1.0 
1.0 

1.0 

$22,600 

14,200 
14, 200 
14,206 
14,206 
80, 406 
40,810 
28, 142 
28, 370 
18, 202 
47,163 
31,307 
20.7117 
27,700 
36,336 
3,266 
3,630 

4, 100 

1.0 

1.0 

1.0 

1.0 

1.0 

7.0 

4.0 

3.0 

4.0 

3.0 
0.0 

6.0 
0 0 

7.0 
10.0 

1.0 
1.0 

1.0 

*22,600 

14.200 

14.206 

14.200 

14.206 
80.405 
40,810 
28, 142 
28,370 
18, 202 
47, 163 
31,307 
26, 707 
27,706 
36,336 

3,266 

3,636 

4,100 





OH-10.  114, 1«l  to  $16,100: 

Awliliml  staff  director 

Uiroelor,  olllto  coin  pin  In  M,  Information.  and  survey. 
Director,  olllec  lawn.  I>li»'s, »!"'  research 

08-14.  $11,355  to  *12,586:  Legal  assistant ~ 

OS-13.  *9,800  to  $11,000 





08-1.  $2,000  to *3, 630..--- 

Ungraded  positions  nt  hourly  rates  equivalent  to  less 

07.0 

44.4 

466.034 

301.034 

07.0 

i.a 

459,034 

14,734 

—43.2 

-286,900 

Net  permanent  (average  number,  not  Mlary). 
positions  other  than  permanent:  iDtenmttont  employ- 

22.0 

164,000 

14.600 

65.8 

440.000 

93,800 

3,300 

4-43.2 

+286,900 

+79,300 

+3,300 

-1,600 

Other  personal  services:  , _ 



1,600 

170,000 

538,000 

+308000 

General  Statement 

Mr  Tiffany.  My  name  ia  Gordon  Tiffany,  staff  director. 

Since  the  Chairman  of  our  Commission  is  on  Government  business 
in  Labrador  and  the  Vice  Chairman  is  participating  in  a longstanding 
engagement  at  a meeting  of  the  American  Bar  Association  in  Mmmi, 
it  is  my  privilege  to  represent  tnc  Commission  on  Civil  Rights  here 

^would  like  to  introduce  persons  that  I have  with  mo.  On  my  left 
is  Mrs.  Carol  Renner  Arth,  who  is  head  of  the  Division  of  the  becre- 

WOn  !ny0'nghtTsmMr°Lconard  R.  Lief,  from  the  General  Services 
Administration,  who  has  been  entrusted  with  the  housekeeping  duties 
of  the  Commission,  including  budget  administration,  under  an  arrange- 
ment set  up  at  the  beginning  of  the  life  of  the  Commission. 

On  my  far  left  is  Mr.  Robert  Nolson,  my  legislative  assistant. 
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Chairman  Hayden.  Now,  my  recollection  is  there  wore  six  members 
of  the  Commission.  Are  all  the  positions  filled? 

Mr.  Tiffany.  All  positions  are  now  filled,  Senator.  The  vacancy 
creatod  by  the  death  of  J.  Earnest  Wilkins,  former  Assistant  Secretary 
of  Labor,  in  January  of  this  year,  was  filled  by  tho  nomination  by  the 
President  of  Dean  George  Marion  Johnson.  He  was  confirmed  by 
voice  voto  of  the  Senate  on  June  4,  1959,  and  look  his  oath  of  office  on 
June  9,  1959. 

MEMBERSHIP  OK  COMMISSION 

I might  briefly  give  you  the  list  of  personnel  on  the  Commission  at 
the  presont  time. 

Our  Chairman  is  Dr.  John  A.  Hannah,  president  of  Michigan  State 
University  and  Chairman  of  the  U.S.  section  of  tho  Permanent  Joint 
Board  of  Defense  for  Canada  and  the  United  States.  He  is  former 
Assistant  Secretary  of  Defense  for  Manpower  and  Personnel.  He 
comes  from  East  Lansing,  Mich. 

Our  Vico  Chairman,  Robert  G.  Storey,  is  a former  dean  of  the  law 
school  at  Southern  Methodist  University  in  Dallas,  Tex.,  where  he  is  a 
resident. 

Dean  Storey  is  a former  president  of  the  American  Bar  Association. 
The  Honorable  John  S.  Battle  of  Charlottesville,  Va.,  is  a former 
Governor  of  his  State,  momber  of  the  law  firm  of  Perkins,  Battle  & 
Minor. 

Doyle  E.  Carlton,  also  a former  Governor  of  his  State,  practices 
law  in  Tampa,  Fla. 

The  Reverend  Theodore  M.  Hesburgh,  is  president  of  Notre  Dame 
and  is  active  in  many  governmental,  educational,  religious,  and 
charitable  organizations. 

AMOUNT  REQUESTED 

Chairman  Hayden.  You  are  asking  for  $500,000? 

Mr.  Tiffany.  We  arc  appearing  in  support  of  a request  for  $500,000, 
which  was  made  through  tho  Bureau  of  the  Budget  at  the  suggestion 
of  the  President  that  the  life  of  the  Commission  should  be  extended 
for  a period  of  2 years  in  addition  to  that  provided  for  under  the 
existing  statute. 

Chairman  Hayden.  You  had  $280,000  previously? 

Mr.  Tiffany.  We  have  received  undor  the  current  appropriations 
$280,000;  yes,  sir. 

RATS  OF  EXPENDITURES 

Chairman  Hayden.  How  much  of  that  remains  unexpended? 

Mr.  Tiffany.  I would  say  that  in  the  first  month  we  obligated 
approximately  $70,000,  sir. 

Chairman  Hayden.  How  many  people  do  you  have  on  your  payroll? 
Mr.  Tiffany.  Sixty-seven,  excluding  consultants  and  the  members 
of  the  Commission. 

Chairman  Hayden.  What  are  your  regular  monthly  expenses? 

Mr.  Tiffany.  As  I say,  the  monthly  expenses  for  July  wero  about 
$70,000. 

Chairman  Hayden.  Do  you  think  they  will  run  about  that  rate? 

Mr.  Tiffany.  Well,  I would  expect  that  it  will  run  somewhere 
close  to  that;  yes,  sir. 
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Sonator  Ellender.  Mr.  Tiffany,  how  long  lias  the  Commission 
boon  operating? 

1 Mr.  Tiffany.  The  Commission,  established  on  September  7,  1957, 
was  nominated  and  commenced  operations  in  January  of  1958.  The 
Senate  confirmed  thoso  nominations  in  March  of  1958  and  my  own 
nomination  was  confirmed  in  May  of  1958. 

OPERATIONS  OF  COMMISSION 

Senator  Ellender.  From  your  inception,  then,  you  have  not  had 
a full  year  of  operation? 

Mr.  Tiffany.  Wo  have  had  less  than  2 years,  approximately  10 
to  18  months,  sir. 

Senator  Ellender,  But  have  you  had  as  much  as  a full  year  of 
operation  with  your  prosont  staff? 

Mr.  Tiffany.  Wo  have  had  a full  year  of  operation;  yos,  sir.  I 
took  my  oath  of  office  in  «’u  ic  of  1958,  so  wo  have  been  in  actual  opera- 
tion with  the  present  stab'  varying,  of  course,  in  size,  since  that  time. 

Senator  Ellendf.r.  During  that  period  from  last  Juno  to  tlio  pres- 
ent time,  you  havo  spont  a total  of  $280,000.  Is  that  corroct? 

Mr.  Tiffany.  No,  sir.  For  the  fiscal  year  ending  on  June  30,  1959, 
wo  havo  spent  $725,390. 

Sonator  Ellender.  Did  you  obtain  that  money  for  the  2 years 
the  Commission  has  boon  created? 

Mr.  Tiffany,  It  was  just  for  the  fiscal  year  ending  June  30,  1959,  1 
year. 

Senator  Ellender.  You  spent  how  much  during  that  1 year? 

Mr.  Tiffany.  $725,390. 

Senator  Ellender.  By  asking  for  $500,000,  do  you  expect  to  dis- 
charge any  of  your  present  employees  or  do  less  work?  Why  are  you 
asking  for  less  money? 

Mr.  Tiffany.  No,  sir;  we  are  actually  asking  for  a total  of 
$780,000  when  we  ask  for  this  supplemental  $500,000. 

Senator  Ellender.  You  were  awarded 

Mr.  Tiffany.  We  have  already  been  awarded  $280,000  on  the 
regular  basis  to  last  us  for  the  termination  period  of  this  year. 

Senator  Ellender.  So  that  the  amount  that  you  are  now  requesting, 
along  with  what  you  have  already  received,  is  approximately  the  same 
as  whatyou  spen  t in  your  first  full  year? 

Mr.  Tiffany.  It  is  approximately  the  same.  We  are  not  trying  to 
oxpand,  let  me  emphasize  that.  We  are  trying  to  carry  on  the  job 
as  we  have  started  it,  sir. 

WORK  OF  STAFF  PERSONNEL 

Senator  Ellender.  How  many  employees  do  you  have? 

Mr,  Tiffany.  We  now  have  67,  full  tune. 

Senator  Ellender.  Does  that  exclude  the  Commission? 

Mr.  Tiffany,  That  does  not  Include  the  six  members  of  the  Com- 
mission, Senator. 

Senator  Ellender.  You  have  Mrs.  Arth,  who  is  secretary.  How 
many  people  are  under  your  direction,  Mrs.  Arth? 

Mrs.  Arth.  Approximately  16. 

Senator  Ellender.  Is  their  work  confined  exclusively  to  secretarial 
work? 
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Mrs.  Aivru.  No;  it  involves  the  mailrooni,  the  offico  services  section, 
Hint  type  of  activity. 

Senator  Ellender.  Are  you  and  your  coworkers  located  in 
Washington? 

Mrs.  Aura.  Yes,  sir. 

Senator  Ellender.  You  do  not  travel  around  the  country? 

Mr.  Tiffany.  We  have  our  oflices  at  720  Jackson  Place,  almost 
opposite  the  White  House,  Senator. 

Senator  Ellender.  That  accounts  for  15.  What  is  the  character 
of  the  rest  of  your  employees? 

Mr.  Tiffany.  We  have  four  Divisions,  Senator,  The  first  one  I 
would  sav  is  the  Division  of  Laws,  Plans  and  Research.  That  is 
largely  devoted  to  the  study  of  legal  developments  and  the  writing 
of  material  for  our  report. 

In  that  group  we  have  most  of  our  lawyers. 

Senator  Ellender.  What  do  you  call  that.  Division? 

Mr.  Tiffany.  Laws,  Plans,  and  Research. 

Senator  Ellender.  Laws,  plans,  and  research. 

Who  sets  out  the  work  for  these  people? 

Mr.  Tiffany.  The  continuing  day-to-day  responsibility  is  on  tho 
Director’s  Office,  sir,  but  we  have  a tlhiof  of  this  Division,  Mr.  Rufus 
Kykondnhl,  who  was  formerly  the  U.S.  delegate  to  UNESCO,  ap- 
pointed by  tho  President,  as  t^hief  of  the  Division. 

Senator  Ellender.  How  many  are  there  in  your  Laws,  Plans,  and 
Research  Division? 

Mr.  Tiffany.  It  is  approximately  30,  I am  advised,  sir. 

Senator  Ellender,  How  many  of  those  aro  lawyers? 

Mr.  Tiffany.  I would  say  one-half  would  bo  lawyers. 

Senator  Ellendek.  And  the  others? 

Mr.  Tiffany.  The  others  are  largely  secretarial  personnel,  sir. 
Senator  Ellendeu.  Secretarial? 

Mr.  Tiffany.  Yos,  sir. 

Senator  Ellender.  Aro  they  under  the  secretariat? 

Mr.  Tiffany.  No.  sir;  those  are  not  directly  under  the  secretariat. 
Some  of  them  aro.  But  for  the  most  part  they  fall  in  that  division. 
Senator  Ellender.  Are  they  located  here  in  Washington? 

Mr.  Tiffany.  They  arc  located  horo  in  Washington,  Senator. 

WORK  OF  CONSULTANTS 

I would  like  to  add  to  this  picture  by  saying  we  have  been  fortunate 
in  obtaining  tho  services  of  some  outstanding  consultants  who  are 
also  in  this  Division. 

Senator  Ellender.  You  mean  on  a temporary  basis? 

Mr.  Tiffany.  On  a temporary  basis.  Dr,  Robert  Rankin,  for 
example,  is  head  of  the  department  of  political  science  at  Duke  Uni- 
versity. He  comes  to  us.  . 

Prof.  Paul  Sanders  of  Vanderbilt  University  Law  School,  is  on  our 
staff  as  a consultant. 

Senator  Ellender.  What  kind  of  information  do  you  get  from 
them?  What  is  the  nature  of  this  information? 

Mr.  Tiffany.  The  nature  of  the  information  they  provide  us  with 
is  largely  with  respect  to  our  duty  to  study  and  collect  information 
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concerning  legal  developments  which  may  constitute  denial  of  equal 
protection  of  the  laws  under  our  Constitution. 

That  is  referred  to  under  section  104  of  our  statute,  sir. 

Senator  Ellendhr,  Are  they  particularly  provided  with  the  knowl- 
edge to  tell  yon  what  your  own  Laws,  Plans,  and  Research  Division 
should  do? 

Mr.  Tiffany.  I think  they  are  particularly  well  qualified  for  their 
work.  I might  add  that  Professor  Sanders,  for  example,  is  editor  of 
the  Race  Relations  Law  Reporter,  which  is  published  at  the  Vander- 
bilt University  Law  School. 

Senator  Ellendkh.  What  do  you  pay  these  consultants? 

Mr.  Tiffany.  They  arc  authorized  under  the  statutes  to  receive 
$50  a day. 

Senator  Ellendkh.  Plus  what? 

Mr.  Tiffany.  Plus  the  regular  $12  per  diem  when  they  are  away 
from  their  official  duty  stations. 

Senator  Ellendkh.  Traveling,  living,  and  everything? 

Mr.  Tiffany.  That  is  right,  $12  a day. 

Senator  Ellendkh.  How  many  days  did  you  employ  Robert  Rankin 
and  Paul  Sanders,  can  you  toll  us? 

Mr.  Tiffany.  I cannot  give  you  the  exact  number  of  days,  sir. 

Senator  Ellendkh.  Can  you  put  that  in  the  record  for  us? 

Mr.  Tiffany.  Wc  can  furnish  that. 

Senator  Ellbnder.  W"’  you  furnish  for  the  record  the  names  of 
all  consultants  which  you  employed,  with  their  title,  their  special 
field,  and  how  much  you  paid  each? 

Mr.  Tiffany.  Wo  will  be  most  pleased  to  do  so,  sir. 

(The  information  referred  to  follows:) 

Commission  on  Civil  Rirhts 

Consultants  and  experts  on  duty  at  various  times  between  Jan.  1,  1958,  and  Aug.  96, 

1959 


Position 


Amount 


per  day 


Bane,  Frar  k 

Brassor,  Francis 

Oarr,  Ro'jort  K„... 

Dennison,  David 

Goodman,  William 

Kay,  Hubert  A 

Koonco,  David  F 

Kuykendall,  Rufus 

Oliver,  Malcolm 

Johnson,  George  M 

McClarrln,  William  0... 

Rankin,  Robert  8 

Roeenfeld,  A.  II 

Sanders,  Paul  N. 

Bblne,  Henry 

Spicer,  George  W..„ 

Swan,  William 

Smith,  J.  Malcolm 

Weyer,  Edward  M 

Young,  Thomas 


Consultant,  Federal-fltote  relations 

Consultant,  organliation  and  personnel  classifica- 
tion. 

Expert,  political  scienoe ..... 

Consultant,  legislative  analysis 

Consultant,  political  scienoe 

Expert,  editorial - - 

Consultant,  public  Information 

Consultant,  attorney 

Consultant,  public  Information 

Consultant,  attorney 

Expert,  editorial 

Consultant,  political  science 

Consultant,  attorney - 

Consultant,  law  ana  political  science — 

Consultant,  attorney-adviser,  State  advisory 
committees. 

Consultant,  political  science — . 

Consultant,  attorney* adviser,  State  advisory 
committees. 

Consultant,  political  science 

Consultant,  editorial .. - 

Consultant,  public  information. ...... 


MO 

eo 

80 
80 
1 SO 
SO 
80 
80 
80 
80 
45 
80 
80 
60 
so 

so 

so 

EO 

50* 

SO 


i Terminated  Aug.  2S,  1659. 
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Salaries  and  expenses  of  consultants,  Commission  on  Civil  Rights 


Name  <Cimirn(Hs!um'rs) 


Until.': 

Salary 

Transportation. 

Other 

IVr  .ll.'iii  

CnrKoh: 

Salary 

Tnins)Hir(utlnii. 

Olh.'r 

Per  diem 

Hannah: 

Salary. . . . . 
Trausixirlrttlon. . 

Other..  

IVr  illfiin  

Uwhumh: 

Salary 

Transportation. . 

Other 

Per  diem 

Storey: 

Salary.. 

Transportation.. 

Other..... 

Per  diem  

wiimiw. 

Salary 

Trnivi|xirtntinit.. 

Ollior 

Pfrdlem  

Johnson: 

Salary 

Transportation. . 
Other- 


Doe.  20, 10H7,  to  July  1. 19M,  to 
Juno  30,  IBM  Juno  SO,  1089 


21 


Days!  Amount 


$878  00 

oo.  no 

as.  mi 

40. 1H) 

1,2.80. 00 
47ft.  10 
ti.on 
i;ih.  on 

07.8.00 
844. 08 

81.48 

108.00 

780  no 
298  88 
100(1 
til. 00 

928.00 
1,104  10 

88.18 

207.00 


1(1 


Day* 


Amount 


20  IMW8.no 
234.  no 
3.0(1 
278.  (1.8 


13 


18 


32 


20 


18 


38 


w.o.e. 


Perdlom  

llano  (consultant): 

Salary.. . 

Transportation... 

Other 

Per  diem 

llraasor(c):  Salary 

flood  man  (c): 

Salary.. 

Transportation 

Johnson  (o): 

Salary ..... 

Transportation 

Other... 

Per  diem 

Xay  (eipert): 

Salary.. 

Transportation 

Other 

Per  diem 

Xoonco  (c): 

Salary 

Transportation 

Other 

Per  diem 

Rosen feld  (consultant): 

Salary - 

Transportation 

Other 

Per  diem. 

Sanders  (consultant): 

Salary 

Transportation 

Other 

Per  diem 

Shine  (consultant): 

Salary 

Transportation 

Other 

Per  diem 

Smith  (consultant): 

Salary - 

Transportation 


39 


1,0ft0.00 


27 


3ft 


63 


1,760.00 
31.04 
4.  B0 
33  00 


14 

100 


1,180,00 
t.024.  xn 

70.31 

270. 00 

1.400.  (X) 
1,830.88 
07. 3ft 
4(«.  (HI 

98(1  410 
38S.70 

117.00 

1.900.00 

1.844.00 
97, 03 

888.00 

300  00 
437.0.8 
10.80 
118.00 


July  l In  Any.  2ft 
1080 


Days 


1,100.00 


Amount 


1380.  00 
03. (HI 
100. 00 


3.80. 00 
282. :«) 

28.  (HI 

123.00 

260.00 


280.00 

00.20 

"76.00 

8.80. 00 
169.30 
8. 7ft 
W.OO 


16 


98 


Other.. 
Per  diem. 


6$ 


3ft 


102.60 

90.99 

84.00 

S,  MO.  00 


450.00 

355.97 
99.27 

112.00 

2.900.00 
763.60 

146.97 
252.00 

1.760.00 


101 


102 


48 


2ft 


A80.00 

8,000.00 

79.10 


618.60 

31.20 

120.00 

4. 760. 00 
338.36 
101.30 

1.140.00 

8.060.00 
393.79 
124.24 
160.00 

4.600.00 

428.09 
142.06 
161.00 

700.00 

406.10 
43.0ft 

281.00 

2. 250. 00 
369.40 

39.65 

262.00 

1.260.00 
203.3ft 

40.61 

106.00 


9 

32 


7.80.00 

171.84 


75.00 


43 


39 


460.00 

1,600.00 


2,160.00 

24.61 

1.20 

231.00 

1,960,00 

147.40 

11.05 

45.00 
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Salaries  and  expenses  of  consultants,  Commission  on  Civil  Rights— Continued 


Name  (Coramliutlonrra) 

Dec.  28.  19(17,  to 
Juno  1968 

July  1,  1868,  to 
Juno  30,  1968 

July  1 to  Aur.  26 
1949 

Days 

Amount 

Days 

Amount 

Days 

Amount 

Tlflnny  (consultant): 

26 

11,26(1.(10 

1,042.2(1 

187.00 

Swan  (cojiHuRnnt): 

M0 

17,100.00 
1,  Ml  . 44 

20 

*1,000.00 

■Bllfll 

348.48 

1,  M2.  00 

Hunk  In  (ewwulUim): 

30 

1,626.00 

II 

560.00 

W#3.  70 

48.99 

817.04 

3.00 

ippjij 

024.76 

61.00 

Ollvor  (consultant): 

9 

160.00 

2, 610.00 
73  00 

PMM 

7. 95 

jSBHi 

27.00 

Kuykendall  (consultant): 

48 

2,400.00 

240.71 

21 

1,050.00 

22. 96 

moo 

IJBpT^TiTB 

Spicer  (consultant) : 

60 

2, 260.00 
102. 60 

80 

1,600.00 

Other  ..  ...... 

44. 18 

Per  diem ....... ..... 

1,140.00 

McCliurln  (export): 

37 

1,066.00 

58 

2,610.00 
147.  40 

PMWMMI 

11.35 

Per  diem  

mmSSm  \ 

US 

48.00 

W©y<*r  (expert): 

38 

1,960.00 

324.26 

18 

174.20 

Other'  

60.30 

18.40 

i 

633.00 

363.0 

Y oi nip  (consultant): 

2 

1M 

136 

0,826.00 
601.  41 

343.38 

Other  

44.47 

87.94 

93.00  . 

285.00 

Carr  (oxjwrt); 

6 

260.00  . 

Wyatt  (consultant): 

69.76  . 

Other"  

6.10 

LAWS,  PLANS,  AND  RESEARCH  DIVISION  EMPLOYEES 

Senator  Ellbndbr.  Now,  these  30  employees  in  your  Division  of 
Laws,  Plans,  and  Research,  you  say  half  of  them  are  lawj'ers? 

Mr.  Tiffany.  Approximately. 

Senator  Ellender.  And  the  other  half  are  secretarial? 

Mr.  Tiffany.  Secretarial  and  consultants  such  as  we  have  just  been 
discussing,  Senator. 

Senator  Ellender.  Are  they  on  a permanent  basis? 

Mr.  Tiffany.  No,  sir;  those  are  on  a part-time  basis  for  the  most 
part. 

Senator  Ellender.  Are  Mr.  Rankin  and  Mr.  Sanders  included  in 
the  figure  of  one-half  that  you  have  just  given  us? 

Mr.  Tiffany.  Yes,  sir;  they  are  included,  I believe,  in  that  one-half. 

Excuse  me,  may  I correct  that,  Senator?  There  are  14  total  lawyers 
in  that  division. 
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St>n  ft  lor  EiiI.knouh.  Out  of  the  80? 
Mr.  Tiffany.  Yes,  sir. 


WORK  or  ATTllltNKYM 

Senator  TCu.kndku.  VV'Imt  do  those  lawyers  do? 

Mr.  Tiffany.  Those  lawyers,  sir,  are  assigned  in  this  way:  When 
the  Commission  was  first  created  the  inomhers  of  the  Commission, 
some  of  whom  had  served  on  the  Hoover  Commission,  felt,  that  it  was 
advisable  for  them  to  have  what  is  called  legal  assistants  on  tin*  staff 
of  the  Commission  who  would  he  responsible  to  keep  the  Commis- 
sionei*s,  who  are  only  on  a per  diem  basis,  advised  on  ft  day-to-day 
basis  of  developments  and  progress  in  the  work  of  the  Commission. 

Therefore,  six  of  the  lawyers  to  which  we  have  referred  fall  in  this 
eat  ('gory  of  “legal  assistants  to  the  Commissioners.'* 

Senator  Kllkndkii.  Do  they  do  any  research  work  or  simply  follow 
the  work  that  is  done  by  the  Commission? 

Mr.  Tiffany.  They  very  definitely  do  research  work.  They  func- 
tion as  a part  of  the  sialf  in  completing  our  work  and  our  research,  sir. 

Senator  Ellkndkk.  Do  they  prepare  any  reports  that  you  make 
to  the  Congress  or  to  tho  President  pursuant  to  the  law  which  created 
the  Commission? 

Mr.  Tiffany.  They  assist  in  writing  those  reports,  sir. 

Senator  Ellhndkk.  Assist?  Do  they  not  actually  write  them? 

Mr.  Tiffany.  The  actual  writing  is  done  by  them  with  subsequent 
editing  necessary  for  consistency. 

Senator  El lender.  Are  the  reports  submitted  to  the  Commission 
for  its  action? 

Mr.  Tiffany.  Yes,  sir. 

FUNCTIONS  OF  COMMISSIONERS 

Senator  Ellendeu.  As  a matter  of  fact,  do  the  Commissioners  not 
depend  almost  entirely  on  these  lawyers  to  draft  these  reports  and 
give  your  ideas  of  what  ought  to  he  done,  and  so  forth? 

Mr.  Tiffany.  Sir,  tho  determination  as  to  what  ought  to  be  done, 
and  the  policy  involved  in  that  respect,  is  determined  by  tho  Com- 
mission itself  at  its  meetings.  The  function  of  our  staff  is  to  carry 
out  the  wishes  of  tho  Commission. 

The  actual  writing  is  dono,  yes,  by  the  staff,  not  by  the  Commis- 
sioners, but  everything  that  is  written  is  submitted  to  tho  Commission 
for  its  approval  before  it  is  included  within  a report  of  tho  Commission. 

Senator  Ellendeu.  Usually  tho  Commission  adopts  what  tho 
lawyers  write,  do  they  not? 

Mr.  Tiffany.  No;  not  without  a good  deal  of  discussion. 

I want  to  make  that  clear,  that  this  Commission  is  not  the  type  of 

Commission  that  simply  accepts  without 

Senator  Ellender.  Is  there  much  dissension  among  the  Commis- 
sioners as  to  the  reports  prepared  and  submitted  by  these  lawyers? 

Mr.  Tiffany.  There  are  differences;  yes,  sir.  I would  not  say 
much  dissension,  but  there  are  certainly  differences  and  tlioy  read 
with  a critical  eye  as  to  the  substance. 
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STAFF  ATTORNEYS 

Senator  Ellen ukk.  You  liuvo  accounted  for  30  employees,  10  of 
wlioni  you  consider  secretarial  workers,  and  llicn  these  consultants 
and  14  lawyers. 

Now,  would  you  account,  for  the  remainder  of  your  statf? 

Mr.  Tiffany.  We  have  certain  staff  attorneys,  sir. 

Senator  Kllendkh.  You  have  attorneys  aside  from  these  14  to 
which  you  have  just  referred? 

Mr.  Tiffany.  In  addition  to  the  6 legal  assistants  hut  within  the 
14  total  lawyers  in  that  Division,  there  is  a balance  of  8 attorneys. 

Of  course,  the  Chief  of  the  Division  is  an  attorney. 

Senator  Ellendem.  Is  that  aside  from  the  Law,  Plans,  and  Re- 
search Division? 

Mr.  Tiffany.  No,  sir;  this  is  all  within  that  Division. 

Senator  Ellen dek.  Let  us  separate  them.  You  told  me  a whilo 
ago,  in  fact,  the  record,  I think,  indicates  that  in  the  Laws,  Plans,  and 
Research  Division  you  have  30  people,  14  of  whom  are  lawyers  and 
16  are  secretarial  help.  Then  you  have  these  consultants  that  you 
have  just  mentioned.  You  cited  two  of  them,  hut  there  may  bo 
more. 

That  is  correct.,  is  it  not? 

Mr.  Tiffany.  Right. 

Senator  Ellendeh.  How  many  lawyers  have  you  aside  from  those 
14  that  you  have  just  mentioned  and  in  what  capacity  do  they  act? 

Mr.  Tiffany.  Unless  my  arithmetic  is  in  error,  I would  say  there 
are  eight. 

Senator  Ellendkr.  Do  you  not  have  the  specific  figures?  You  are 
here  to  justify  the  amount  you  are  requesting.  Do  you  not  have  that 
information  with  you? 

Mr.  Tiffany.  I think  with  a moment's  reflection  I can  recall  the 
name  of  each  one,  sir. 

Senator  Ellendeh.  I do  not  want  the  names. 

Mr.  Tiffany.  That  would  be  the  way  I have  to  think  of  it  to  get 
the  right  total. 

Senator  Chavez.  Mr.  Chairman,  why  can  you  not  file  for  the  record 
a breakdown  of  those  67  that  you  have  in  the  Commission  so  we  will 
know  what  they  are  doing? 

Mr.  Tiffany,  I will  be  pleased  to  do  that  if  that  is  agreeable. 

(The  information  referred  to  follows:) 
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Oou mission  on  Civil  Rights 
Employee*,  Dec.  £9,  1057- June  SO,  1968 


Position 


Q ratio 


Salary 


omcc  or  tiik  STAtr  DiRtctok 


Tiffany,  Gordon  M. 


Wyraard,  SalUe 

Bullock,  Vivian  S 

Total,  8;  1 attorney. 


RKCKRTARtAT 


Arth,  Carol  R 

Pales,  Evelyn  P . 

Patterson,  Eleanor  B 

Rush,  Madclyn  V 

Snarkoa,  Marlon  N 

O’Donnell,  Garland 

Bchellhaee,  Anne 

Hedrick,  Marlhe.. ............ 

Peatheraon,  Edgar  A 

Vacancy 

Do 

Do 

Total,  9 on  duty;  3 vacan- 
cies. 

LRU  At,  DIVISION 

Wofford,  Harris  I, 


Clark,  Charles  Ed 

Rogerson,  Howard  W. 

Cole,  Elisabeth 

Jackson,  Eugene  R 


Consultant,  Deo.  29. 1967,  to  June  9. 1918 

Staff  director,  effective  Juno  10, 1968 

Administrative  assistant  to  the  staff  director. 
Secretory  to  the  staff  director 


Executive  Secretary. 

Administrative  assistant  to  Executive  Secretary. 

Secretary  to  the  Executive  Secretory 

Secretary  to  consultants 

Chief,  Office  Services  Section 

Clerk-typist 

Clerk-typist  (GSA) 

Clerk-typist 

Messeuger/chauffeur 

Messenger 

Clerk -typist.. .............. 

— do 


Vacancy 

Stevenson,  Burton 


Maday,  Leona  H 

Sieber,  Qrftoo  M 

Total,  8 on  duty;  I vaoancy; 
6 attorneys. 

SURVEY  DIVISION 


Rosenfelri,  Col.  A,  Jt 

Santon.  Lysbeth  A 

Bonn  oil,  Ward  E 

Goodyear,  Burton  J 

Peterson,  Oscar  J 

MUlar,  Raymond  H 

Simpson,  Norman  K„; . 

Fourcade,  Helen 

Vacancies 

Vacancy 

Total,  7 on  duty;  S vacan- 
cies; « attorneys. 

RETORTS  AND  ANALYSIS 

Chief,  Division  (no  incumbent). 

Fitsslmmons,  Mary  

Total,  l on  duty;  1 va- 
cancy. 

UetARCH  AND  HANNING 

nM 


Attorney-legal  assistant  to  Commissioner  Hes- 
burgh. 

Attorney -If# ol  assistant  to  Commissioner  Storey 
Attorney-legal  assistant  to  Commissioner  Battle 

General  attorney  (administrative) 

Attorney -legal  assistant  to  Commissioner  Wil- 
kins, 

Attorney-ad visor  (general) 

Attorney-legal  assistant  to  Commlasiouer  Carl- 
ton. 

Secretary  (stenographer) 

— do 


Consultant,  bill-time  (Apr.  17  to  Nov.  30, 1968). 
Secretary  to  Chief  of  the  Division — OS-8 


Supervisory  investigator  (general) 

do 

Investigator  (general)..... 

. - .-.dO.  „ ........ -.a  ....... 

do..'. 

Attorney-adviser  (general) 

4 investigators  (general)... 
Clerk-typist..... 


08-9 

OS-7 


OS-16 

OS-7 

08-6 

08-6 

as-7 

OS-4 

08-1 

Q8-S 

WB-4 

OS-2 

GS-4 

08-3 


OS-14 

08-14 

08-14 

08-14 

OS-12 

OS-14 

OS-14 

08-6 
a 8-0 


on,  George 
8,  Johnnie  L. 


Johnaoi 
Graves, 

Vacancy 

Total,  2 on  duty;  1 va- 
cancy. 


Secretary  to  Chief  of  tho  Division. 


Consultant,  full-time 

Secretary  to  the  Chief  of  the  Division. 
Research  assistant 


08-12 

03-12 

08-11 

08-11 

08-11 

08-9 

08-11 

GS-4 


GS-lfi 

OS-6 


08-6 

GS-9 


>350 

22,600 

6,440 

4,526 


H.8I0 

4,626 

4,080 

4,060 

4,526 

3,416 

3,415 

3.176 
8,178 
2,000 
3,415 

8.176 


10,820 

10,320 

10,320 

10,820 

7.670 

10, 320 
10,820 

8.670 
4,080 


>360 

4,080 

7.670 

7.670 
6,390 

6.390 

8.390 
6,986 
0,390 
3,416 


12,900 

4,080 


1 60 
4,060 
8,966 


> Per  day. 
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Position 


Grade 


Salary 


ornoa  or  Till  eiArr  dibkctor 


Tiffany,  Gordon  M . 
Shine,  Henry  M,,  Jr. 


Wymard.  flnllle 

Toy  lor,  Eleanor  V.... 

Bullock,  Vivian 

AHquo,  Cam  A 

Maestri,  Gloria  A 

Sutherland,  Barbara 

Proctor,  Natalie  B 

Hall,  Helen  J 

01  won,  Ann  K 

Total,  It  on  duty;  1 Q8-9 
term  I nated  June  3, 10M; 
2 attorney*. 


Stall  director 

Consultant,  full  time,  Apr.  11,  IMS 

Supervisory  general  attorney,  State  advisory 
committees,  Aug,  24,  IDAS. 

Assistant  sun  director,  May  17, 1950 

Administrative  assistant  to  the  stall  director 

Secretary  (stenography)  secretary  to  tbo  stall 
director. 

Secretary  to  the  stall  director  (terminated  May 
17,  iei»). 

Becrotary  to  the  assistant  stall  director 

Secretary  to  consultants 

Clerk-dictating  machine  transcriber 

do 

Clerk-typist,  summer  trainee,  (June  15-Sept.  2, 
1989). 

Clerk-typist,  summer  trainee  (June  16-Aug,  28, 


OS-16 

08-10 

08-0 

as-# 

08-7 

08-7 

08-0 

OB-5 

08-5 

08-3 

OS-3 


122,500 
' 50  00 
13,070 

14, 100 

5.985 

5.986 

6,430 


5,430 

4,490 

4,040 

4,340 

3,495 

3,408 


orrica  or  tii>  secretariat 

and  liaison  omen 


Artb.  Carol  R 

Harris,  George  B.,  Jr — 


Pales,  Evelyn  

Sparkea,  Marlon 

Stultt,  Carey 

Sleber.  Grace  B.. 

Patterson,  Eleanor  B 

Murphy,  Elisabeth  I.  F-. 
Womack,  Gwendolyns.... 

Blrkle,  John  Q 

Schellhase,  Anne  I 

Webber,  Mabel  E.. ...... 

Peathereon,  Edgar  A 

Gruber,  Hebert 

Vanoe,  Hilliard 

Wblte,  Thomas  N 

Total,  15;  1 attorney. 


Executive  Secretary 

Deputy  special  assistant  State  advisory  com- 
mittees. 

Administrative  assistant  to  the  Executive  Secre- 
tary. 

Chief,  Office  Services  Section,... 

Space  and  property  manager... 

Administrative  assistant  (stenography)  SAO 
Travel* 

Secretary  to  the  Executive  Secretary 

Secretary 

Assistant  to  the  Chief,  088 

File  clerk,  OBB. 

Clerk-typist  (08A)  (terminated  Apr.  30, 1950)... 

General  supply  olent 

Chaufteur/messenger 

Typist 

Messenger 

— do 


08-15 

06-11 

08-7 

OB-7 

G8-7 

G8-7 

GB-fl 

08-5 

08-5 

GS-4 

08-4 

OS-4 

WB-4 

OB-3 

08-1 

08-3 


14.190 
7,030 

8,380 

6,230 

4,960 

4,980 

5,390 

5,390 

4.190 
3,765 
4,325 
3,765 
4,150 
3,495 
8,530 
3,255 


omci  or  complaint*, 

INFORMATION,  AND  SURVEY 


Boaenfeld,  Cel.  A.  H...... 

Amtdon,  Robert  II.. 

Bonnell,  Ward  U . . . - 

Goodyear,  Burton 

Simpson,  Norman 

Miller,  Raymond. ......... 

Peterson,  Oscar  J 

Downs,  William  H 

Mono,  H.  Fourcade 

Morelia,  Anthony..... 

San  tom,  Lysbetb 

Hunter,  Lolita  A.. 

Owens,  Paul  L 

Hart,  Thornton  L 

Hayee,  Louise  P 

Total,  14;  6 attorneys. 


Director  (attorney) 

Supervisory  attorney... 

Field  representative  (attorney) 

FteM  representative. — 

. — do..„ 

Field  representative  (attorney).... 

Field  representative  (deceased  Jan.  13,  I960) 

Field  representative  (attorney) 

Attorney  (terminated  May  15, 1059) .. 

Attorney-advisor  (general). 

Secretary  to  the  Director 

Clerk  dictaphone  operator 

Clerk ! 

—..do 


08-18 

08-13 

08-12 

08-11 

08-11 

08-11 

OS-H 

OB-11 

08-9 

08-9 

08-7 

OH-4 

OS-4 

OS-3 

08-3 


14,160 

9,890 

7,785 

8,846 

8,470 

7,080 

8.230 

8.230 
5,98$ 
5,965 
6,730 

4.230 
4.230 
4,008 
& 495 


1 Per  day. 

* State  advisory  oommtttee. 
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Position 


office  or  laws,  plans, 
anu  research 


Grade 


Salary 


Johnson,  George  M. 

Clark,  Charles  Ed 

Jackson,  Kuiicno... 

Rogennm,  Howard..  

Stevenscn,  Burton.. 

WolTord,  Harris  L._ 

Oak',  Kiixulwlh  It 

Bernhard,  Bcrl  I....  

Oodlrwskl,  John  T.  R._ ... 

Nelson,  Robert.. 

Graves,  Johnnie  L 

Mottoleso,  Anthony  W. ... 

flloanc,  Olcnda  (1.  . 

I toward,  Catherine  I, 

Fitzsimmons,  Mary  

Rush,  Madclyn  V 

Woday,  I/'oim 


Director  (terminated  Juno  0, 1059). 

Legal  assistant  to  Commissioner  Storey... 

Legal  assistant  to  Commissioner  Wilkins 

Legal  assistant  to  Commissioner  Battle. 

Legal  assistant  to  Commissioner  Carlton  (term- 
inated June  13.  1969). 

I .(  gnl  assistant  to  Commissioner  Ilcsburgh 

StalT  general  attorney 

— do 

...  _do._ 

Research  analyst 

Secretary  to  the  Director 

Attorney-adviser  (general) 

. ..do 

Secretary,  housing  team 

Secretary,  voting  tram... 

Secretary,  education  team.... 

Secretary  (stenographer)  (terminated  Nov.  30, 
1958). 


Vaughan,  Frelda  M 

Hums,  Clara  N 

O'Donnell,  (larland  

Ourro.  Antoinette  

Dordcn,  Patricia 

Deal,  John  W„  Jr 

Allen.  Fred  D 

Briscoe,  Alice  II  

Thomas,  Gloria  Y.. 

Iledrlck,  Martha 

Total,  27;  11  attorneys. 


Secretary  (stenography) 

do 

Research  analyst 

Clerk  dictating  machine  transcriber 

Clerk-typist.. 

Clerk-typist  (terminated  May  10, 1959).. 

Typlst 

do 

do - - 

Typist  (terminated  Aug,  28,  1958) 


OS-16 

1 *14, 190 

G8-14 

It,  355 

08-14 

11,855 

OS-14 

11,365 

G8-14 

11,366 

OS-14 

11,355 

08-14 

11,355 

08-14 

11,355 

<18-14 

11,355 

08-9 

5,985 

OS-7 

4.980 

G 8-7 

4,980 

08-7 

4,980 

08-6 

4,490 

08-0 

5,540 

08-6 

5,  390 

OS-6 

4, 040 

OS-5 

4,940 

OS-5 

4,790 

OS-5 

4,040 

OS-4 

3,755 

OS-3 

3,495 

OS-3 

3, 495 

GS-3 

3,495 

GS-3 

3,495 

08-3 

3,495 

GS-3 

3,176 

Employees,  July  t,  195 9- Aug.  $5,  1959 


Position 


orrtcE  or  tub  atA»r  director 


Tiffany,  Cordon  M 

Shine;  Henry  M,,  Jr 

Nelson,  Robert  I> 

Wymard,  Snllie... 

Taylor,  Eleanor  V__ 

Allquo,  Cam  A. 

Maestri,  Gloria  A 

Sutherland,  Barbara 

Proctor,  Natalie  B 

Hall,  Helen  J 

Oleson,  Ann  K 

Total  10,  1 vacancy;  2 at- 


9taff  director 

Assistant  staff  director 

Legislative  assistant 

Administrative  assistant  to  the  staff  director 

Secretary  (stenography)  secretary  to  the  staff 
director. 

Secretary  to  the  assistant  staff  director... 

Secretary  to  consultants 

Clerk-dictating  machine  transcriber  (1  w.o.p. 
July  11,  1959). 

Clerk-dictating  machine  transcriber 

Clerk-typist, summer  trainee  (terminated  Sept. 
2,1959). 

Clerk-typist,  summer  trainee  (terminated  Aug. 
28,  1959). 


Grade 


GS-18... 

OS-11... 

GS-9 

GS-9 

OS-7 

OS-6.... 
GS-6 

OS-8.... 

GS-3.... 

08-3.... 


tnrneys. 


Salary 


*22,500 
14. 190 
7,030 
5,985 
5,995 

6,430 
4, 490 
4.040 

4,340 

3,495 

3,406 


OrnCE  or  THE  SECRETARIAT 
and  liaison  officer 


Arth,  Carol  R 

Harris,  George  B.,  Jr 

Fales,  Evelyn  P, 

Sparkos.  Marlon... 

Stulu,  Carey 

Sleher,  Grace  B 

Murphy,  Elisabeth  I.  F.. 

Piitternson,  Eleanor  B 

Womack,  Gwendolyns. .. 

Birklo,  John  O.. 

Webber,  Mabel  E 

Featherson,  Edgar  A 

Gruber,  Robert 

White,  Thomas  N 

Vance,  Hilliard 

Total  15, 1 attorney, 


Executive  Secretary 

Deputy  special  assistant,  SAC 

Administrative  assistant  to  the  Executive  Sec- 
retary. 

Chief,  Office  Services  Section 

Space  and  property  manager.. 

Administrative  assistant  (stenography)  SAC 
travel.* 

Secretary 

Secretary  to  the  Executive  Secretary 

Assistant  to  (he  Chief,  OSS 

File  clerk,  088... 

General  supply  clerk 

Chauffcur/messcngcr.. 

Typist 

Messenger 

do 


. 09-16 

14. 190 

. OS-11 

7,030 

OS-7 

5,280 

. GS-7 

6,280 

G8-7 

4,980 

GS-7 

4,990 

08-6 

5,390 

OS-6 

6,390 

GS-5 

4, 340 

GS-4 

3. 755 

08-4 

3, 755 

WB-4 

4,150 

OS-3 

3,496 

08-2 

3,255 

G8-1 

3,530 
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office  or  i,aws,  plans,  and 
research 

Kuykendall.  Rufus 

Clark,  Charles  Ed 

Jackson,  Eugene.—., 

Roberson,  Howard 

Wolford,  Harris  L.,  Jr 


Cole,  Elizabeth  H 

Bernhard,  Her!  I 

Oedlcwskl,  John  T,  II. 
Del  Russo,  A.  Luinl... 

Bolingcr,  John 

Sklngcn,  Kell*  E._ 

Craves,  Johnnie  L 


Mottoleso,  Anthony  W. 

Sloane,  Glenda  O 

Fitzsimmons,  Mary 

Rush,  Mndelyn  V 

Tinsley,  Naomi..... 

Margolin,  MoIHc 


Position 


McDonald,  Joan 

Vaughan,  Erelda  M 

O'Donnell,  Garland 

Curro,  Antoinette 

Dorden,  Patricia 

Allen,  Fred 

Thomas,  Gloria 

Total  25, 18  attorneys. 


office  or  complaints,  infor- 
mation, and  8URVEY 

Rosen  (eld,  A.  II 

Antldon,  Robert  H 

Bonncll,  Ward  B 

Goodyear,  Burton 

Simpson,  Norman 

Miller,  Raymond  

Downs,  William  H 

Morelia,  Anthony 

Santon,  Lysbeth 

Burns,  ClAt-a  N 

Hunter,  Lolita  A..... 

Owens,  Paul  L 

Wilder,  Mary  E 

Briscoe,  Alice  B.  

Hart,  Thornton  L. 

Hayes,  Louise  P 

Total,  16;  6 attorneys. 


Director  (attorney) 

Legal  assistant  to  Commissioner  Storey 
Legal  assistant  to  Commissioner  Johnson. 

Legal  assistant  to  Commissioner  Buttle 

Legal  assistant  to  Commissioner  Hcsburgh  (ter 
mi uated  Sept.  10,  1069). 

Stud  general  attorney 

do 

do 

Attorney-adviser  (general).. 

do.... 

do... 

Secretary  to  the  Director  (terminated  Aug.  18, 

I #58) ’ 

Attorney-adviser  (general) 

do 

Secretary,  voting  team 

Secretary,  education  team 

Secretary,  housing  learn 

Indexer,  Library  of  Congress  (reimbursable) 
(Aug.  10  to  Aug.  31,  1060). 

Indexer,  National  Archives  (reimbursable) 
(Aug.  13  to  Aug.  31, 1959). 

Secretary  (stenographer). 

Research  analyst 

Clerk-dictating  machine  transcriber 

Clerk-typist 

do 

....do 


Director  (attorney) j GS 

Supcrvlsory  attorney 

Field  representative  (attorney) 

Field  representative. 

.do. 

Field  representative  (attorney) 

do  . 

Attorney-adviser  (general) 

Secretary  to  the  Director. 

Secretary  (stenographer). 

Clerk-dictaphone  machine  transcriber 

Supervisory  clerk 

Clerk  dictating  machine  transcriber....  . 

do 


Grade 

Salary 

. OS-16 

114. 190 

. OS-H 

. UR-14 

1 : l&MSm  j pf; 

. 08-14 

■ OS-14 

. OS-14 

j 11,355 

- US-14 

11.355 

- OS-14 

11,355 

. OS-13 

9,980 

. OS-13 

9,080 

. US-13 

9.980 

OS-7 

4,980 

OS-7 

4,980 

08-7 

4,980 

OS-8 

5,  MO 

Ofi-fl 

5, 390 

OS-fl 

4,640 

08-13 

8,670 

08-7 

4.980 

as-5 

4,910 

CIS-6 

4,040 

as-4 

3,765 

as-3 

3, 495 

as-3 

3,495 

OS-3 

3,495 

OS  16 

14,150 

OS-13 

9,890 

08-12 

7, 785 

08-11 

8,045 

08-11 

8,479 

OS-U 

7.030 

US-11 

8,230 

08-9 

5,fK5 

09-7 

5,730 

OS-S 

4, 790 

GS-4 

4,230 

OS-4 

4,230 

OS-4 

3,860 

GS-3 

3,495 

OS-3 

4,065 

as-3 

3,495 

OTHER  DIVISIONS  OP  COMMISSION’S  WORK 

Senator  Ellender.  That  is  all  right  with  me.  I would  like  to  find 
out  what  they  do.  You  have  told  us  what  these  people  do  here.  I pre- 
sume they  go  to  hearings  that  are  had  the  Commission  and  they 
write  reports  and  things  like  that. 

You  have  accounted  for  30  of  the  employees.  Now  you  have  37 
more.  How  are  they  employed?  Do  you  have  any  other  divisions? 

Mr.  Tiffany.  Yes,  we  do,  sir;  we  nave  four  divisions  in  all.  The 
first  we  have  just  discussed. 

Senator  Ellender.  No.  1 is  laws,  plans,  and  research? 

Mr.  Tiffany.  That  is  correct. 

Senator  Ellender.  What  is  No.  2? 
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SECRETARIAT  AND  LIAISON 

Mr.  Tiffany.  I would  call  this  division  of  the  secretariat  and 
liaison  which  we  have  just  discussed,  with  Mrs.  Arth,  as  a second 
division.  That  maintains  the  records,  minutes,  and  personnel  files 
of  the  Commission  in  addition  to  making  arrangements  for  hearings 
and  meetings  of  the  Commission. 

Senator  Ellender.  Mrs.  Arth,  you  have  how  many  under  you? 
Mrs.  Arth.  Sixteen. 

Senator  Ellender.  So  there  are  16  in  the  division  of  the  secretariat. 
What  is  No.  3? 

Mr.  Tiffany.  Division  of  complaints,  information,  and  survey. 

COMPLAINTS,  INFORMATION,  AND  SURVEY 

Senator  Ellender.  Division  of  complaints,  information,  and  sur- 
vey. How  many  people  have  you  in  that  division? 

Mr.  Tiffany.  Approximately  16. 

Senator  Ellender.  Approximately  15? 

In  what  capacity  do  they  act?  Are  they  lawyers  or  are  they 
specially  trained  people? 

Mr.  Tiffany.  Some  of  them  have  legal  training;  yes,  sir,  and  some 
are  lawyers  admitted  to  the  bar. 

Senator  Ellender.  How  many  lawyers  in  that  division? 

Mr.  Tiffany.  I think  there  are  three  in  that  division,  sir.  There 
are  at  least  three,  sir. 

Senator  Ellender.  At  least  three  lawyers? 

Mr.  Tiffany.  That  is  right. 

Senator  Ellender.  And  the  remainder  of  the  12? 

Mr.  Tiffany.  The  remainder  of  them  would  be  investigators, 
writers. 

Senator  Ellender.  What  do  you  mean  by  writers? 

Mr.  Tiffany.  This  division  functions  in  this  way:  First  of  all,  it 
keeps  the  docket  of  the  Commission.  That  is,  when  we  receive 
complaints  they  go  first  to  this  division  and  they  have  a preliminary 
analysis  in  that  division  to  determine  their  sufficiency  within  the 
meaning  of  our  statute,  which  requires  that  such  complaints  must  be 
in  writing  and  allege  the  facts  on  which  they  believe  that  certain 
citizens  being  denied  their  right  to  vote  or  to  have  their  vote  counted 
because  of  race,  creed,  color,  or  national  origin. 

Tho  division  also  sees  to  it  that  the  public  is  properly  informed  of 
the  activities  of  the  Commission  and  in  this  respect  the  writers 

ACTIVITY  OF  WRITERS 

Senator  Ellender.  What  do  the  writers  do? 

Mr,  Tiffany.  They  help  us  in  the  preparation  of  our  report  and  in 
seeing  to  it  that  whenever  it  is  necessary  to  announce  a new  hearing 
of  the  Commission  that  that  information  is  properly  released  to  the 
proper  sources  or  proper  media. 

Senator  Ellender.  When  you  say  report,  what  do  you  mean, 
reports  to  the  Commission? 

Mr.  Tiffany.  Yes,  sir;  in  connection  with  the  editing. 
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Senator  Ellendeb.  I thought  the  laws,  plana,  and  research  division 
handled  the  reports? 

Mr.  Tiffany.  They  do  the  actual  writing,  but  in  addition  to  the 
writing,  as  in  any  publication,  it  is  necessary  for  us  to  have  editorial 
work  done. 

Senator  Ellendeh.  How  many  employees  do  you  have  with  the 
title  of  writer? 

Mr.  Tiffany.  I would  Bay  that  we  have  one  who  is  chief  of  that 
division  or  section,  Mr.  Hubert  Kay.  Mr.  Kay  was  formerly  with 
Time,  Life,  and  Fortune  publications. 

Senator  Ellender.  Did  you  borrow  him? 

Mr.  Tiffany.  No,  sir.  He  left  Time,  Life,  and  Fortune  some  time 
ago.  He  was  free  lancing  when  we  were  able  to  secure  his  services. 
Senator  Ellender.  What  do  you  pay  him? 

Mr.  Tiffany.  He  is  paid  as  a consultant  by  the  way. 

Senator  Ellender.  Could  you  give  us  the  amount  that  each  em- 
ployee receives? 

Mr.  Tiffany.  Yes,  air. 

Senator  Ellender.  And  what  each  does? 

Mr.  Tiffany.  Yes,  sir;  we  can  do  that  very  easily. 

He  has  an  assistant  who  was  formerly  editor  of  a magazine  called — 
well,  it  was  a publication  of  the  natural  history  museum  in  New  York, 
sir,  that  assists  him  in  handling  the  mechanics  of  the  printing,  ana 
seeing  to  it  that  the  proof,  is  properly  read  and  all  of  those  details. 
A very  fine  person  named  Edward  Weyer. 

Senator  Ellender.  You  mean  as  his  assistant? 

Mr.  Tiffany.  His  assistant. 

Senator  Ellender.  So  you  have 

Mr.  Tiffany.  Those  two  men  who  are  working  day  to  day  now  on 
this  report,  and  they  are  part-time  consultants. 

Senator  Ellender.  Then  they  edit  the  report  that  the  laws,  plans, 
and  research  division  compile? 

Mr.  Tiffany.  Yes,  they  do. 

Senator  Ellender.  Why  do  they  do  that? 

Mr.  Tiffany.  Let  us  look  at  it  this  way;  Within  the  laws,  plans, 
and  research  division  we  have  certain  sections  which  have  been  set 
up  with  respect  to  the  three  fields  of  study,  in  voting,  education,  and 
housing,  which  was  selected  by  this  Commission  to  do  the  work. 

It  is  entirely  possible  with  these  three  teams  working  that  there 
may  be  repetition,  that  there  might  be  overlapping  in  their  work. 
In  order  to  make  a complete  and  comprehensive  report  and  without 
wasting  pages  and  space,  it  is  necessary  that  that  work  should  be 
edited.  That  is  the  function  of  the  persons  to  whom  I have  just 
referred. 

Senator  Ellender.  Have  you  made  any  reports  as  yet? 

Mr.  Tiffany.  We  have  not  made  any  reports  as  suchf  sir.  We 
have  preserved  and  published  the  transcripts  of  certain  hearings  which 
have  been  held  by  the  Commission. 

I would  refer  specifically  to  the  voting  hearing  in  Alabama  in  De- 
cember 1858,  and  January  1959. 

Senator  Ellender.  Who  prepared  those  reports,  the  Laws,  Plans, 
and  Research  Department  or  the  Division  of  Complaints  and  Survey? 
Mr.  Tiffany.  This  was  a transcript,  sir,  of  the  hearings. 

Senator  Ellender.  No  writing? 
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Mr.  Tiffany.  This  was  simply  a verbatim  transcript  of  what  the 
testimony  was. 

Senator  Eliknder.  So  you  have  not  as  yet  written  a report? 

Mr.  Tiffany.  Wo  have  been  working  very  hard  on  that  report 
since  about  April,  Senator.  We  expect  2 weeks  from  today  it  will 
be  distributed  in  accordance  with  our  statute. 

OFFICE  OF  COMMISSIONERS  AND  STAFF  DIRECTOR 

Senator  Ellkndkh.  What  is  your  fourth  division? 

Mr.  Tiffany.  The  fourth  division,  sir,  is  the  Oflice  of  the  Com- 
missioners and  the  staff  director.  That  is  iny  own  oflice. 

If  you  include  the  Commissioners,  there  are  six  Commissioners. 
Senator  Ellknpkk.  They  are  not  included  in  the  total  of  07? 

Mr.  Tiffany.  No,  sir.  There  is  the  staff  director- — 

Senator  Ellendkii.  I would  like  you  to  account  for  the  07  employees 
that  you  have. 

Mr.  Tiffany.  Yes,  sir. 

Senator  Ellundkii.  You  have  u ('counted  for  30  in  the  Laws,  Plans, 
and  Research  Division;  10  in  the  Division  of  the  Secretariat;  and  15 
in  the  Division  of  Complaints  and  Survey. 

Mr.  Tiffany.  There  are  seven  in  my  office,  sir. 

Senator  Em.kndkk.  The  rest  are  in  your  office? 

Mr.  Tiffany.  That  is  right. 

Senator  El  lender.  Have  you  any  lawyers  in  your  office? 

Mr.  Tiffany.  Mr.  Henry  Shine,  who  was  with  the  Hoover  Com- 
mission, admitted  to  practice  in  the  State  of  Texas,  and  lie  is  an 
attorney;  yes,  sir. 

Senator  Ellkndeu.  Is  he  the  only  lawyer  that  you  have  in  your 
Division? 

Mr.  Tiffany.  Mr.  George  Harris,  who  is  working  with  Air.  Shine, 
is  an  attorney,  sir. 

Senator  Ellen  okh.  What  do  they  do  in  your  olfiee?  Do  they  give 
you  any  kind  of  advice  t hat  would  he  different  from  what  the  lawyers 
in  the  Laws,  Plans,  and  Research  Division  would  give  you? 

STATE  ADVISORY  COMMISSIONS 

Mr.  Tiffany.  Yes,  sir.  I would  say  this:  We  have  under  our  law 
authority  to  establish  State  advisory  committees  to  help  us  in  our 
work.  This,  you  might  say,  is  a process  of  collecting  the  grassroots 
opinion.  These  advisory  committees  huve  been  selected  and  set  up 
in  48  of  the  51)  States,  Senator.  There  are  approximately  400,  more 
or  less,  highly  reputable  citizens,  distinguished  citizens,  1 might  say, 
that  are  serving  on  these  advisory  committees. 

Senator  Ei.lenoku,  Do  they  serve  without  pay? 

Mr.  Tiffany.  They  serve  without  pay;  ve.s,  sir.  They  arc  doing  a 
splendid  job.  We  are  very  much  indebted  to  them,  Senator. 

Now,  they  go  into  various  problems  which  are  assigned  through  the 
laws,  plans,  and  research  in  the  field  of  our  study,  in  voting,  education, 
and  housing.  They  consider  the  legal  developments  as  well  as  the 
factual  developments  in  their  own  fields, 

Mr.  Henry  Shine,  for  example,  is  the  coordinator  of  this  work  with 
the  State  advisory  committees  and  he  sees  to  it  that,  the  research  and 
t ho  work  is  performed  in  a coordinated  way  so  that  it  will  filter  up  to 
the  top  and  get.  into  our  report. 
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Senator  Ellendeh.  Can  you  tell  us  the  number  of  complaints  that 
you  have  received  since  you  have  been  organized? 

Mr.  Tiffany.  1 can  give  you  some  figures  on  that;  yes,  sir. 
Through  the  last  fiscal  year 

Senator  Ellendeh.  That  is  for  the  whole  period,  or  just  1 year? 
Mr.  Tiffany,  That  is  for  the  fiscal  year,  for  the  1 year. 

Senator  Ellendeh.  Is  that  from  July  1st  of  1957  to  Juno  30,  1958? 
Mr.  Tiffany.  Yes,  sir. 

Senator  Ellendeh.  The  first  full  year  of  operation? 

Mr.  Tiffany.  The  first  full  year  we  had  979  complaints  of  which 
voting  complaints  constituted  315. 

Senator  Ellen dek.  315  voting  complaints? 

Mr.  Tiffany.  That  is  right.  We  have  others  in  proper  form, 
regular  complaints,  you  miwjit  say,  in  other  fields. 

Senator  Ellen d nil.  Hmr  would  you  classify  those?  What  is  the 
nature  of  those  complaints? 

Mr.  Tiffany.  Those"  go  into  other  phases  of  the  area  of  equal 
protection  of  the  law,  sir. 

Senator  Ellendeh.  The  remainder  of  them? 

Mr.  Tiffany.  It  covers  a pretty  broad  sweep;  yes,  sir. 

Senator  Ellendeh.  That  would  be  some  600. 

Mr.  Tiffany.  664,  Senator. 

Senator  Ellendeh.  Complaints  other  than  voting  complaints? 

Mr.  Tiffany.  That  is  right. 

Senator  Chavez.  Does  that  include  unfair  employment  practices? 
Mr.  Tiffany.  We  liave  those,  sir,  but  in  the  limited  time  at  the 
disposal  of  the  Commission  we  determined  at  an  early  date  it  would 
be  proper  for  us  to  select  three  significant  fields  and  concentrate  our 
efforts  in  those  rather  than  to  spread  ourselves  thinly  over  a wider 
range  of  studies. 

Senator  Chavez.  What  would  be  those  three  that  you  liave  in 
mind? 

Mr.  Tiffany.  Those  three,  sir;  voting,  of  course,  takes  precedence 
because  under  the  act  of  Congress  itself  particular  attention  is  taken 
in  regard  to  vot  ing. 

Secondly,  we  have  education,  and,  third,  wo  have  housing. 

Senator  Ellendkr.  What-  do  you  do  in  (lie  field  of  education? 

Mr.  Tiffany,  In  education  we  have  considered  the  equal  protection 
of  the  laws  in  the  held  of  public  education. 

Senator  Ellendeh.  Ann  third? 

Mr.  Tiffany.  And  third,  we  have  gone  into  the  field  of  housing 
from  the  same  point  of  view.  It  is  in  the  housing  field  that  we  have 
had  our  hearings  in  the  North. 

Senator  Ellendeh.  Will  you  tell  us,  of  the  978  complaints  you 
have  received,  arc  3*011  a little  surprised  that  there  are  so  few? 

Mr.  Tiffany.  No.;  I am  not.  I think  there  are  a couple  of  good 
reasons  for  this,  Senator,  if  you  call  them  few. 

Senator  Ellendeh.  I wish  you  would  state  them  because  what  gave 
rise  to  the  creation  of  this  Commission  was  the  statement  that  there 
were  many  complaints  as  to  deprivation  of  civil  rights  throughout  the 
country. 

Personally,  I am  surprised  that  you  got  only  978  complaints  and 
you  say  that  only  315  of  those  dealt  with  voting? 
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Mr.  Tiffany.  Yes,  sir. 

Senator  Ellender.  I am  surprised  that  there  are  so  few  with  a 
population  of  176  million  people.  Are  you  not  surprised?  TeU  us, 

Mr.  Tiffany.  I think  there  are  some  good  reasons  why  there  are 
not  more  than  that,  sir. 

Senator  Ellender.  Do  you  think  the  Commission  is  justified  in 
going  on  with  so  few  complaints?  Can  you  justify  yourselves  in  other 
words? 

Mr.  Tiffany.  I think  it  is  thoroughly  justified  regardless  of  the 
number  of  complaints  if  the  right  to  vote  is  being  denied  for  no  other 
reason  than  color,  sir.  I must  say  that. 

SOURCES  or  COMPLAINTS 

Senator  Ellender,  Will  you  tell  us  where  the  315  voting  complaints 
that  you  have  received  come  from,  principally?  Can  you  break  them 
down  as  to  what  States  they  come  from? 

Mr.  Tiffany.  I would  want  to  say  in  preface  to  these  comments, 
Senator,  that  because  of  the  technical  requirement  to  qualify  as  a 
complaint  under  the  statute,  no  actually  qualified  complaints  were 
received  in  our  office  until  August  of  last  year. 

So  that  when  we  talk  about  the  total  of  these  complaints  that  are 

Sualified,  we  are  speaking  of  a period  which  comes  from  the  end  of 
.u^ust  1958  to  the  end  of  June  1959. 

Senator  Ellender.  It  is  almost  a year? 

Mr.  Tiffany.  Yes,  sir. 

In  Alabama,  we  had  104  sworn  complaints  and  15  unsworn  com* 
plaints. 

I can  read  all  of  these,  or  we  can  submit  them  for  the  record. 
Senator  Ellender.  I would  like  to  get  the  States  you  got  them 
from. 

Mr.' Tiffany.  We  have  them  for  all  the  States. 

Arkansas  had  a total  of  6;  Florida,  15;  Georgia,  1;  Illinois,  2; 
Indiana,  2;  Kansas,  1. 

Senator  Byrd.  Mr.  Chairman,  I wonder  if  he  could  characterize 
these  as  he  goes  along,  voting,  housing. 

Mr.  Tiffany.  These  are  aD  voting. 

Senator  Byrd.  Two  in  Illinois  on  voting? 

Mr.  Tiffany.  Yes,  sir. 

That  brought  us  up  to  Kansas. 

In  Kentucky  we  had  2;  Louisiana,  95;  Maryland,  ^Massachusetts, 

1*  Mississippi,  41:  Missouri,  2;  Nebraska,  1;  New  Jersey,  1;  New 
York,  1;  North  Carolina,  3;  Oklahoma,  2;  Pennsylvania,  2;  South 
Carolina,  3;  Tennessee,  7;  Texas,  1;  Virginia,  3;  West  Virginia,  1; 
Wisconsin,  2. 

Senator  Ellender.  That  accounts  for  315. 

Mr.  Tiffany.  That  is  riglit. 

Senator  Ellender.  You  are  not  surprised  at  that  low  number? 

Mr.  Tiffany.  No,  sir;  there  are  a number  of  reasons.  We  ex- 
plained, first  of  all,  that  there  are  certain  technical  requirements 
which  must  be  met  in  order  to  qualify  as  a complaint,  the  same  as  a 
complaint  which  is  filed  in  court  must  state  a cause  oi  action  so  that 
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a complaint  to  qualify  aa  a complaint  before  this  Commission  must 
properly  comply  with  the  requirements  of  this  statute. 

Senator  Ellendkb.  There  is  nothing  wrong  with  that. 

Mr.  Tiffany.  Absolutely  nothing  at  all. 

Senator  Ellender.  You  agree  that  the  methods  you  have  evolved 
to  get  these  complaints  in  proper  shape  are  correct? 

Mr.  Tiffany.  Absolutely. 

In  other  words,  this  represents  the  distillation  that  survives  the 
demurrer,  you  might  say. 

Senator  Ellender.  Of  the  remaining  664  complaints  that  you  have 
received,  in  what  category  are  most  of  them? 

Mr.  Tiffany.  My  impression— and  I can  verify  this  for  the  record 
later,  sir,  if  I may — my  impression  is  that  the  next  greatest  category 
would  be  in  the  field  of  administration  of  justice  or  in  the  field  of 
employment. 

Sonator  Ellender.  Will  you  bo  able  to  put  in  the  record  the  differ- 
ent complaints,  categorize  them,  and  the  State  in  which  they  emanate? 

Mr.  Tiffany.  We  can  do  that.  We  will  be  very  glad  to  do  that. 

(The  information  referred  to  follows:) 

Sun  if  art  of  Complaints 


Grand  total  of  all  complaints  received,  1967-59 * ...... . 1, 048 


Voting 342 

Regular . . .... ..... ... 706 


Total 1,048 

Grand  total  voting  complaints  received  1967-69 342 

Sworn  affidavits  in  13  States 280 

August  25,  1959. 


Voting  complaints  by  States,  Aug,  £5,  1959 


State 

Total 

Sworn 

Unsworn 

State 

Total 

Sworn 

Unsworn 

Alabama 

n 

118 

Nebraska 

1 

1 

Arkansas.. 

New  Jersey.. . 

1 

1 

Florida 

» 

12 

North  Carolina 

X 

12 

i 

Georgia 

i 

1 

2 

l 

1 

Illinois 

2 

i 

1 

Pennsylvania  ..  _ 

8 

8 

Indiana 

2 

1 

South  Carolina.. 

a 

8 

Kansas 

1 

gHppmpi 

1 

Tennessee 

7 

1 

a 

Kentucky 

2 

BSHh 

2 

Texas 

1 

l 

I/oublan&_ 

98 

7 

Virginia 

8 

8 

Mnrvbmf).  ... 

1 

1 

"West  Virginia 

1 

i 

tym'Kmrrm 

I 

i 

Wisconsin 

2 

2 

Missouri 

2 

■1 

l 

Total 

842 

280 
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Commission  on,  Civil  Rights,  Washington,  D.C. 

Total  complaints,  other  than  voting,  by  States,  Avg,  £6,  1959  (not  required  to  be 

sworn) 


Alaska., 

Alabama 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware... 

Florida 

Georgia 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine.. 

Maryland 

Massachusetts . 

Michigan 

Minnesota 

Mississippi.... 

Missouri. 

Montana 

Nebraska 

Nevada .... 

New  Hampshire 
New  Jersey 


2 

23 

I 

3 

44 

3 

11 

3 

29 

22 

0 

20 

15 
0 

5 
11 

16 
2 

6 
6 

18 

2 

6 

25 

3 

1 

1 

2 

12  I 


New  Mexico .... 2 

New  York. 66 

North  Carolina .... 16 

North  Dakota 0 

Ohio. 33 

Oklahoma 7 

Oregon 3 

Pennsylvania 23 

Rhode  Island 1 

South  Carolina... 16 

South  Dakota 2 

Tennessee. 19 

Texas 25 

Utah 2 

Vermont ...  0 

Virginia 18 

Washington. 10 

Washington,  D.C 17 

West  Virginia 4 

Wisconsin 8 

Wyoming 1 

Foreign  countries ...  5 

Puerto  Rico.. . 3 

Subtotal .... 583 

Illegible,  anonymous,  abusive,  etc.  123 

Total... ... 706 


Complaints  Docket  Survey  (Public  Law  85-315,  Sec.  104(a)(2)) 

1957,  1958,  1959  breakdown— Stale  and  subject  ( other  than  voting)  Aug.  25,  1959 


Alaska. 


Employment.. 1 

Nonspecific  allegation  request- 
ing investigation  ... 1 


Alabama 23 

Administration  of  justice.....  5 

Education.. 3 

Employment 4 

Ihmate,  mental 3 

Inmate,  penal 1 

Miscellaneous 7 


Arizona:  Miscellaneous 1 

Arkansas 3 

Inmate,  prison J. 1 

Miscellaneous 2 


California 44 


Administration  of  justice 10 

Denial  of  equal  protection, 
general,  retained  for  study..  L 
Employment 1 


C alifornia — Conti  n ued 

Informational 4 

Crank... 2 

Mental 1 

Prison,  inmate ... 1 

Miscellaneous... 21 


Colorado.. 3 

Crank 1 

Inmate — 1 

Mental 1 


Connecticut ........ .... 11 


Administration  of  justice 2 

Crank 1 

Employment 2 

Indian  affairs 1 

Inmate,  penal.. ... 1 

Mental... 4 

Delaware 3 


Administration  of  justice 1 

Inmate,  penal 1 

Mental 1 
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1967,  1968,  1969  breakdown — Slate  and  subject  (other  than  i rating)  Aug.  86,  196fh-~ 

' Cofitiatfod 


Florida.-.- 29 


Administration  of  justice 9 

Education. I 

Employment  and  administra- 
tion of  justice. 1 

Inmate,  mental 2 

Inmate,  penal.. 2 

Miscellaneous 14 


Georgia ...  22 


Administration  of  justice 6 

Crank... 1 

Education 2 

Employment ... 3 

Housing 1 

Information 2 

Inmate,  penal ... 4 

Miscellaneous 3 


Idaho. 0 


•Illinois 26 

Administration  of  justice 13 

Crank 1 

Employment 3 

Informational...  1 

Inmate,  penal 3 

Mental 3 

Miscellaneous 2 


Indiana ..... 16 

Administration  of  justice 6 

Employment 2 

Informational 2 

Inmate,  penal 2 

Mental 2 

Miscellaneous.. 1 


Iowa .... 6 

Administration  of  justice. 1 

Employment 1 

Mental 1 

Miscellaneous 2 

Public  facilities  under  (2) 1 


Kansas 5 


Administration  of  justice. ....  3 

Employment 1 

Inmate,  penal.. 1 


Louisiana..... ..... ....  10 


Administration  of  justice ...  9 

Informational 3 

Miscellaneous - 4 


Maine:  Miscellaneous.. 2 

Maryland 6 


Employment.. 1 

Inmate,  penal 1 

Miscellaneous 4 


Massachusetts 6 


Administration  of  justice I 

Education  and  administration 

of  justice 1 

Housing.. 2 

Miscellaneous 2 


Michigan.. IS 


Administration  of  justice 6 

Education 2 

Employment 3 

Informational 1 

Inmate,  mental 1 

Inmate,  penal 1 

Miscellaneous 5 


Minnesota ....  2 


Housing 1 

Miscellaneous — 1 


Mississippi 5 


Administration  of  justice 1 

Education.... 1 

Inmate,  penal 1 

Miscellaneous 2 

Missouri 25 

Administration  of  justice 3 

Education 2 

Employment 2 

Housing.... 1 

Inmate,  mental 3 

Inmate,  penal 3 

Miscellaneous 11 


Montana.. 3 


Kentucky.... 11 


Administration  of  justice.. 5 

Crank.. 1 

Informational 1 

Mental 1 

Transportation 3 


Informational 1 

Inmate,  mental 1 

Miscellaneous 1 


Nebraska:  Administration  of  jus- 
tice  ... 


1 


806  mutual  mcukjtt  appropriation*,  iteo 


tm,  1H8,  1989  hrtabdnvn—Strt*.  mi  oykfoot  (rtktr  than  noting)  Aug.  88, 1969— 

Ooatteutd 


Nevada:  Administration  of  Justice.  1 


Now  Hampshire 2 

Administration  of  justloe. . . _ „ l 
Miscellaneous... 1 

Now  Jersey. 12 

Admi nlst ration  of  just!  ce 1 

Employment 1 

Inmate,  mental.. 1 

Inmate,  penal 1 

Housing 2 

Mental... ...... ...  1 

Miscellaneous 4 

New  Mexico,... 2 

Administration  of  Justice 1 

Employment......... 1 


Pennsylvania 23 

Administration  of  justice 9 

Education I 

Employment 2 

Inmate,  mental.............  4 

Inmate,  penal ..... 1 

! Miscellaneous... 6 

t.  a 

Rhodo  Island:  Publlo  accommoda- 
tions, general 1 

South  Carolina.... 16 


Administration  of  Justice 6 

Education 2 

Employment. 1 

Inmate,  mental 1 

Inmute,  penal. 2 

Miscellaneous 4 


New  York 


South  Dakota 

66 


2 


Administration  of  justice 16 

Education. 2 

Employment.... 3 

Rousing ... 4 

Informational 4 

Inmate,  mental.. 7 

Inmate,  penal 5 

Mental ...  2 

Miscellaneous.... 24 


North  Carolina.. 15 

Administration  of  justice 7 

Employment... ... 3 

Inmate,  penal 4 

Transportation.. ...  1 


North  Dakota 0 

Ohio 33 


Administration  of  justice 9 

Education 2 

Employment. ........  3 

Housing 1 

Informational 3 

Inmate,  mental 2 

Inmate,  penal 5 

M iscell  a neons 7 

Transportation 1 


Administration  of  justice. 1 

Miscellaneous.. 1 

Tennessco ...  19 

Administration  of  justice.....  7 

Employment 2 

Housing 1 

Informational 2 

Inmate,  mental 1 

Inmate,  penal 1 

Miscellaneous.. 4 

Transportation 1 


Texas.. 25 

Administration  of  justice 13 

Employment , 2 

Informational 2 

Housing 1 

Inmate,  penal 3 

Miscellaneous 4 


Utah 2 

Employment 1 

Inmate,!  mental 1 


Vermont 0 

Virginia 18 


Oklahoma ' 7 

Housing 2 

Miscellaneous 4 

Public  accommodations 1 

Oregon:  Administration  of  justice.  3, 


Administration  of  justice 8 

Education 2 

Employment 3 

Housing 1 

Inmate,  mental.... 1 

Inmate,  penal 1 

Miscellaneous 1 
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Continued 


Washington ... 10 

Administration  of  Justice 1 

Education 1 

Employment.,.. .. 1 

Informational . 1 

Inmate,  montal 1 

Inmate,  penal 1 

Miscellaneous 4 


Washington,  D.C... 17 

Administration  of  justice.....  2 
Miscellaneous 16 


West  Virginia 4 

Administration  of  justice 1 

Informational 1 

Mental 2 


Wisconsin 8 

Administration  of  justice.....  2 

Employment 8 

Informational  request..... 1 

Mental.....................  1 

Miscellaneous........... 1 

Wyoming;  Inmate,  penal 1 

Puerto  Itico ...  8 

Administration  of  justice 1 

Employment 1 

Miscellaneous...... 1 

Foreign  countries;  Miscellaneous..  2 


GRANTS,  SUBSIDIES,  AMD  CONTRIBUTIONS 

Senator  Ellender,  The  committee  has  a lot  of  other  Senators  who 
would  liko  to  ask  questions.  I have  only  one  question, 

I would  like  to  ask  more  except  for  the  limitation  of  time. 

I notice  that  in  your  justification  sheet  for  the  $780,000  total  for 
the  entire  year  you  have  under  item  11,  "Grants,  subsidies,  and  con- 
tributions/’ $30,000.  What  is  that  item? 

Mr.  Tiffany,  That  item  involves  certain  benefits  which  are  ac- 
corded to  workers  in  the  Federal  Government  under  civil  service 
rules  and  regulations  with  respect  to  retirement. 

Senator  Ellender.  You  say  that  is  a subsidy? 

Mr.  Tiffany.  I understood  it  was  the  proper  category  in  which 
that  is  done. 

Senator  Ellender.  In  other  words,  the  employees  of  the  Com- 
mission are  under  civil  service,  some  of  them? 

Mr.  Tiffany.  Yes. 

Senator  Ellender.  This  $30,000  goes  toward  the  contribution? 

Mr.  Tiffany.  Necessary  for  compliance  with  civil  service  rules  and 
regulations;  yes,  sir, 

BORROWED  PERSONNEL 

Senator  Ellender.  I have  only  one  more  question.  You  borrowed 
Mr.  Lief  from  General  Services  Administration? 

Mr.  Tiffany,  Yes,  sir;  Leonard  Lief. 

Senator  Ellender.  Where  does  he  come  in?  You  did  not  account 
for  him,  a while  ago? 

Mr.  Tiffany.  He  comes  in  under  the  "Other  contractual  services/’ 
object  classification  03\  Senator.  He  is  not  on  loan.  He  does  not 
actually  work  in  the  offices  of  the  Commission,  sir.  He  works  for  the 
General  Services  Administration  regularly  and  was  designated  as 
liaison  with  the  Commission  when  we  arranged  to  have  our  house- 
keeping work  done  for  us  by  the  General  Services  Administration* 

Senator  Ellender.  Who  pays  for  his  services? 
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Mr.  Tiffany.  Ho  is  paid  by  GSA. 

Senator  Ellendiou.  On  a reimbursable  basis? 

Mr.  Tiffany.  Yes,  sir. 

Senator  Ellendek.  Is  lie  in  addition  to  the  07  people  that  you  havo 
mentioned  before? 

Mr.  Tiffany.  Yes,  sir;  he  is. 

Senator  Ellijndku.  Mow  many  are  working  under  your  supervision 
in  administration  and  accounting? 

Mr.  Lief,  Pardon  me.,  sir,  but  I would  like  to  correct  the  record. 
The  Civil  Eights  Commission  last  year  paid  GSA  $21 ,000  for  all  types 
of  administrative  work — personnel,  accounting,  budgeting,  security, 
el  cetera.  This  may  have  required  some  few  hours’  work  on  the  part 
of  many  different  people  employed  in  GSA. 

Only  about  1 day  a month  of  iny  time  is  devoted  to  the  work  of  the 
Commission. 

Senator  Ellendkh.  And  that  day  is  reimbursed;  I moan  it 
should  be? 

Mr.  Lief.  I tun  paid  by  General  Services  Administration.  I tun 
in  the  budget  office  there.  I have  other  programs.  This  is  just  a 
little  job  I nave  on  the  side. 

CONTRACTU  At.  S Eli  VICES 

Senator  Ei, lender.  How  many  are  there  in  addition  to  the  07  that 
are  employed? 

Mr.  Lief.  Mo  people  are  specifically  employed  on  this  program. 
The  $21,000  we  received  last,  year  was  based  on  about  2 man-years  of 
accounting  ami  budget  work,  1 man-year  of  personnel  work,  1 man- 
year  of  security,  and  1 man-year  of  office  services,  a total  of  about  5 
man-years  altogether. 

Senator  Ellen  nun.  Five  man-years? 

Mr.  Lief.  That  is  right. 

Senator  Ellendkh.  Arc  there  any  other  contractual  services,  Mr. 
TilFany,  other  than  the  one  described  by  Mr.  Lief? 

Mr.  Tiffany.  I would  mention  two  in  passing.  One  would  bo 
that  the  Library  of  Congress  has  performed  certain  basic  work,  funda- 
mental to  the  studies  of  the  Commission. 

Through  their  Legislative  Research  Division  during  the  recess  of 
the  Congress  they  were  able  to  assist  in  compiling  the  laws  and  the 
decisions  of  the  various  oO  States,  and  ancient  history,  some  of  them, 
that  have  gone  before,  and  furnished  a basis  for  our  studies. 

That  was  the  principal  expenditures,  with  the  Library  of  Congress. 
Senator  Ellendkh.  What  did  that  cost? 

Mr.  Tiffany.  Last,  year  it  cost.  $S7,49G. 

Senator  Ellendek.  Was  that  the  material  that  was  used  by  your 
planning  division? 

Mr.  Tiffany,  Yes,  sir;  not  only  used  by  that  division,  but  it  also 
went  into  handbooks  which  were  distributed  to  the  State  advisory 
committees  in  the  various  States. 

(Discussion  off  the  record.) 

Senator  Ellender.  What  other  contractual  services  do  you  liavo? 
Mr.  Tiffany.  The  other  one  I would  mention  is  with  regard  to 
transcribing  the  hearings,  sir.  We  contract  to  have  a court  stenog- 
rapher present  at  the  hearings. 
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Senator  Ellhxdkr.  How  much  did  you  spend  for  that? 

Mr.  Tiffany.  Thai  is  under  the  direction  of  the  secretariat. 
Senator  Ellundkii.  Well,  whatever  it  is— — 

Mrs.  Ahtii.  Around  $7,000. 

Senator  Ellkndek.  Is  that  all? 

Mr.  Tiffany.  That  is  all  that  comes  to  mind  at  the  present  timo, 
Senator. 

Senator  Em.kndeji.  Thank  you. 

Chairman  Hayden.  Are  there  any  further  questions? 

If  not,  we  thank  you. 


EXPIRATION  DATE  OF  COMMISSION 


Senator  Magnuson.  Mr.  Chairman,  I did  want  to  ask  one  question. 

When  does  the  life  of  the  Commission  expire? 

Mr.  Tiffany.  Under  tho  existing  law  wo  aro  to  make  our  final  report 
not  later  than  September  9.  We  are  given  a 60-day  period  in  which 
to  "fold  our  tents  and  move  silently  away.” 

Senator  Magnuson.  Unless  Congress  did  act  in  tho  meantime? 

Mr,  Tiffany.  That  is  right. 

Senator  Magnuson.  If  Congress  did  act  and  extend  its  life,  would 
this  amount  be  sufficient  to  carry  on  until  wo  get  back? 

Mr.  Tiffany.  Yes,  sir.  That  is  tho  purpose  of  tho  request:  to 
provide  funds  until  June  30,  1960. 

Chairman  Hayden.  Thank  you. 

(The  following  letter  was  subsequently  received:) 


Commission  on  Civil  Rights, 
Washington,  D.C.,  Avgust  26,  1959, 

Hon.  Cahi.  Hayden, 

Chr.irman,  Committee  on  Appropriations, 

U.S.  Senate,  Washington,  D.C. 


Dear  Mb.  Ciiaibman:  You  will  find  enclosed  the  materials  for  the  record  re- 
quested at  the  hearing  on  August  25,  1959,  regarding  the  supplemental  appro- 
priation request  of  $500,000  for  the  extension  of  the  Commission  on  Civil 
Rights.  I am  also  returning  herewith  the  copy  of  the  hearing  transcript  delivered 
to  us. 

I would  like  to  call  td  your  attention  tho  letter  of  August  22,  1959,  addressed 
by  President  Eisenhower  to  tho  President  of  the  Senate  recommending  that 
certain  supplemental  appropriations  in  the  amount  of  $19,349,000  as  requested 
by  the  Bureau  of  tho  Budget  be  approved.  These  included  the  $500,000  which 
we  gave  testimony  to  justify. 

I am  sorry  that  this  letter  did  not  reach  Mr.  Tiffany  until  after  he  returned 
from  the  hearing  before  your  subcommittee,  otherwise  I feel  confident  he  would 
have  referred  to  it  in  his  testimony. 

Sincerely  yours, 

Mrs.  Carol  Renner  Artii, 
Executive  Secretary  to  the  Commission. 


The  White  House. 
Washington,  August  22,  1959. 

The  President  of  tiie  Senate. 

Sir:  I have  the  honor  to  transmit,  herewith  for  the  consideration  of  the  Congress 
proposed  supplemental  appropriations  for  the  fiscal  year  1990  in  the  amount  of 
$19,349,000  for  various  agencies  of  the  executive  branch. 

The  details  of  these  proposed  appropriations,  the  necessity  therefor,  and  the 
reasons  for  their  submission  at  this  time  are  set  forth  in  the  attached  letter  from 
the  Director  of  tho  Bureau  of  the  Budget,  with  whose  comments  and  observations 
thereon  I concur. 

Respectful  ly  yours, 


Dwight  D.  Eisf.nhoweb. 


Commission  on  International  Rules  of  Judicial  Procedure 

STATEMENT  OF  HERBERT  BROWNELL,  CHAIRMAN  OF  THE  COM- 
MISSION ON  INTERNATIONAL  RULES  OF  JUDICIAL  PROCEDURE 

Budget  Request 

Chairman  Hayden.  The  next  item  concerns  the  request  of  $34,000 
for  the  Commission  on  International  Rules  of  Judicial  Procedure. 

This  sum  will  provide  $9,000  for  operations  through  December  31, 
1959,  the  dato  on  which  the  commission  expires  under  existing  law, 
and  $25,000  for  operations  boyond  that  date  if  legislation  extending 
its  life  is  enacted. 

The  second  supplemental  bill,  Public  Law  86-30,  approved  May  20. 
1959,  provided  $25,000  for  the  commission  to  remain  available  until 
December  31,  1959. 

I understand  the  House  passed  a bill,  H.R.  8461,  on  August  17, 
1959,  to  extend  the  life  of  this  commission  2 years. 

The  estimate  and  justifications  to  support  the  request  will  be  placed 
in  the  record. 

All  right,  Mr.  Brownell,  the  committee  is  pleased  to  hear  from  you 
on  the  matter. 

(The  justification  referred  to  follows:) 

“Commission  on  International  Rules  of  Judicial  Procedure 
“salaries  and  expenses 

“For  an  additional  amount  for  'Salaries  and  expenses’,  $34,000,  of  which  9 25,000 
shall  be  available  only  upon  Ihe  enactment  into  law  of  h.R.  8461,  or  similar  legisla- 
tion, extending  the  life  of  the  Commission  on  International  Rules  of  Judicial  Pro- 
cedure." 

This  proposed  supplemental  appropriation  is  to  provide  $9,000  for  the  Com- 
mission on  international  Rules  of  Judicial  Procedure  to  operate  through  December 
31,  1959,  the  date  on  which  the  Commission  expires  under  existing  law,  and 
$25,000  for  operation  of  the  Commission  beyond  that  date  if  legislation  extending 
its  life  is  enacted.  The  requested  $9,000  would  restore  financing  lost  to  the 
Commission  when  the  unobligated  balance  of  an  allocation  from  the  emergency 
fund  for  the  President  lapsed  on  June  30,  1959,  before  it  could  be  used.  Restora- 
tion is  necessary  to  make  available  the  full  $50,000  which  it  is  believed  the  Con- 
gress intended  for  the  Commission  to  have  for  the  duration  of  its  life  under  exist- 
ing law.  The  remaining  $25,000  will  not  become  available  unless  legislation,  now 
pending  in  the  Congress,  is  enacted  to  extend  the  life  of  the  Commission. 

Purpose  and  Need  fob  Supplemental  Funds 

A supplemental  appropriation  of  $9,000  for  fiscal  year  1960  is  requested  to 
replace  funds  in  that  amount  derived  from  the  President’s  emergency  fund  which 
became  unavailable  after  the  close  of  fiscal  year  1969,  and  an  additional  aura  of 
$25,000  which  is  to  become  available  upon  the  passage  by  the  Congress  of  H.R. 
8461  to  extend  the  life  of  the  Commission  to  December  31,  1961. 

The  act  of  September  2,  1958,  establishing  the  Commission,  authorized  an 
appropriation  of  $75,000  for  the  1 year’s  life  of  the  Commission  as  provided  by 
the  act.  The  members  of  the  Commission  were  appointed  on  December  30,  1958, 
and  in  March  received  an  advance  of  $25,000  from  the  President’s  emergency  fund 
on  the  condition  that  the  loan  be  repaid  from  the  appropriation  when  received. 
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A request  of  the  Commission  for  an  appropriation  of  $75,000  was  contained  in 
the  second  supplemental  appropriation  bill,  1959.  On  recommendation  of  its 
Appropriation  Committee,  tne  House  allowed  only  $25,000  which  was  to  be  avail* 
able  for  the  entire  calendar  year  1969.  The  Senate  raised  the  amount  to  $50,000 
upon  the  recommendation  of  its  appropriation  Committee  which  stated  in  its 
report: 

"C'omrowaton  on  International  Rulee  of  Judicial  Procedure 


Supplemental  estimate  (H.  Doc.  68) $76, 000 

House  allowance 25,  000 

Committee  recommendation.. 1 50,000 


“i  Plus  115,000  advanced  from  (be  President’s  emergency  fund, 

"The  committee  has  approved  the  cash  appropriation  of  $50,000  instead  of 
$25,000,  the  amount  allowed  by  the  House.  In  addition,  it  is  the  committee’s 
judgment  that  the  $25,000  received  from  the  President's  emergency  fund  not  be 
repaid,  so  as  to  make  a total  of  $75,000  available  to  meet  the  necessary  expenses 
of  the  Commission  in  the  9 months’  period  of  its  operation,  to  end  December  31, 
1959,  under  the  provisions  of  Public  Law  85-906,  approved  September  2,  1968. 
This  allowance  is  all  the  funds  to  be  provided  to  complete  the  program.” 

It  was  thus  the  understanding  of  the  Senate  that  the  Commission  would  have 
the  use  for  the  entire  calendar  year  of  the  $50,000  to  be  appropriated  plus  the 
$25,000  from  the  President’s  emergency  fund  making  together  the  $75,000  author- 
ised and  requested. 

Subsequently,  the  conference  of  the  House  and  Senate  reduced  the  amount  to 
that  recommended  by  the  House,  $26,000. 

On  June  29,  the  Commission  was  notified  that  the  unexpended  and  unobligated 
balance  derived  from  the  President’s  emergency  fund  wgi’td  not  be  available  after 
the  close  of  fiscal  1959  because  it  was  advanced  from  the  President’s  appro- 
priation for  fiscal  1959.  The  funds  thus  lost  to  the  Commission  amounted  to 
approximately  $9,000. 

Since  the  staff  of  the  Commission  was  not  employed  until  April  and  May,  only 
part  of  the  President’s  loan  had  been  expended  prior  to  the  end  of  fiscal  1969. 
The  Commission  relied  on  the  availability  of  the  other  part  to  supplement  the 
appropriation  of  $25,000  made  by  the  Second  Supplemental  Deficiency  Act,  1959, 
to  last  until  December  31,  1959,  at  the  level  of  expenditure  prevailing  on  June  30, 
1959.  The  loss  of  these  funds  makes  it  impossible  to  continue  operations  at  that 
level  and  part  of  this  request  is  for  a restoration  of  the  lost  funds, 

The  appropriation  of  $25,000,  available  to  the  Commission  as  of  July  1,  1959, 
is  barely  sufficient  to  cover  personal  services  alone.  Salaries  and  other  items  for 
personal  services  of  the  Director,  two  attorneys  and  one  stenographer-secretary 
for  the  6-month  period  total  about  $23,000  leaving  only  $2,000  for  all  other  items 
of  expenditure  including  travel,  communication  services,  printing  and  reproduc- 
tion, other  contractual  services,  supplies  and  equipment.  It  will  be  impossible 
to  hold  further  meetings  of  either  the  Commission  or  the  Advisory  Committee. 

A single  2-day  meeting  of  the  Advisory  Committee  of  the  Commission  was  held  in 
May  1959  which  cost  in  travel  and  subsistence  allowances  to  the  14  members  in 
attendance  the  sum  of  $3,000. 

The  requested  $9,000  would  enable  the  Commission  to  continue  operations  on 
a minimal  basis  until  December  31,  1959. 

The  Commission  has  requested  legislation  extending  its  life,  and  H.R.  8213  and 
H.R.  8461  have  been  introduced  extending  the  termination  date  to  December  31. 
1961.  H.R.  8461  has  been  passed  by  the  House,  and,  if  passed  by  the  Senate,  will 
extend  the  life  of  the  Commission  beyond  calendar  year  1959  when  it  will  have  no 
funds  with  which  to  operate.  The  $25,000  requested  upon  the  contingency  of  the 
enactment  of  H.R.  8461,  will  enable  the  Commission  to  carry  on  its  operations  at 
the  present  level  until  such  time  in  the  calendar  year  1960  as  will  permit  the  Con- 
gress to  reexamine  the  needs  of  the  Commission. 
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Presently 

available, 

I960 

Revised 

estluiato, 

1960 

Increase 

Total  number  of  permanent  positions.^,  . 

Full  time  equivalent  of  all  ot’hcr  j>ositlons„..,  , 

*>»***« 

+i 

+1 

Average  number  of  all  employees.. 

IHH 

Number  of  employees  at  end  of  year 

Personal  services: 

$22,200 

$33,800 

n,coo 

$11,000 

11,000 

Tro  vol- \ 

TrawH>ortation  of  th  1 n^s ... 

WMVIVflVPH 

Co  tn  tii  tmlcallon  sor  v ices 

1.500 

1.500 
7,800 

500 

200 

Grants,  subsidies,  and  contributions. __  - 

680 

650 

70 

220 

250 

30 

Total  cost  (obligations)... 

25,000 

69,000 

34,000 

(H.B.  8461,  86th  Cong.,  1st  sess.J 

AN  ACT  To  amend  the  Act  of  September  2, 1958,  establishing  a Commission  and  Advisory  Committee  on 

International  Rules  of  Judicial  Procedure 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United  States  of 
America  in  Conaress  assembled,  That  the  second  paragraph  of  subsection  (b)  of 
section  7 of  the  Act  of  September  2,  1 058,  establishing  a Commission  and  Advisory 
Committee  on  International  Rules  of  Judicial  Procedure  js  amended  to  read  as 
follows: 

“The  Commission  shall  submit  its  final  report  and  the  Commission  and  the 
Advisory  Committee  shall  terminate  prior  to  December  31,  1961.” 

Passed  the  House  of  Representatives  August  17,  1959, 

Attest: 

Ralph  R,  Roberts,  Clerk. 


{Extract  of  House  floor  debate  of  Aug.  17,  1959,  pp.  14686-14687,  on  bill,  H,R.  8461,  to  amend  the  act  Of 

Sept.  2,  1958J 

International  Rules  op  Judicial  Procedure 


The  Clerk  called  the  bill  (H.R.  8461)  to  amend  the  act  of  September  2,  1958, 
establishing  a Commission  and  Advisory  Committee  on  International  Rules  of 
Judiciary  Procedure. 

The  Speaker  pro  tempore.  Is  there  objection  to  the  present  consideration 
of  the  bill? 


Mr.  Rooney.  Mr,  Speaker,  reserving  the  right  to  object,  I should  like  to  in- 
quire if  this  is  the  same  Commission  that  was  established  about  a year  ago  by 
a bill  called  up  on  the  Consent  Calendar,  with  an  assurance  to  the  House  at  that 
time  that  the  total  cost  of  the  Commission  would  be  not  more  than  $5,000, 
which  Commission  subsequently  came  to  the  House  Committee  on  Appropria- 
tions with  a request  for  $76,000?  Is  this  the  same  Commission? 

Mr.  Walter.  This  is  the  same  Commission.  However,  I might  state  to  the 
gentleman  that  the  Commission  does  not  function  because  there  are  vacancies 
and  that  is  the  reason  for  this  amendment.  It  merely  extends  the  life  of  the 
Commission. 

p Mr.  Rooney.  It  is  my  understanding,  I must  say  to  my  distinguished  friend, 
the  gentleman  from  Pennsylvania,  that  there  were  nine  members  appointed  on 
this  Commission,  all  of  one  political  faith,  under  the  aegis  of  the  former  distin- 
guished Attorney  General,  Mr.  Brownell.  At  the  present  time,  this  seems  to  be 
an  effort  to  extend  the  life  of  the  Commission  and  to  cost  the  taxpayer  an  addi- 
tional $75,000,  for  some  work  that  could  just  as  well  bo  done  by  the  American 
Bar  Association,  the  Ford  Foundation  or  some  such  private  agency  as  these, 
without  atiy  cost  to  the  American  taxpayer. 

Mr.  Walter.  Mr.  Speaker,  I do  not  know  whether  any  of  the  foundations  or 
organizations  which  the  gentleman  has  mentioned  have  indicated  a willingness 
to  perform  these  very  necessary  functions.  But  with  respect  to  the  people 


MUTUAL  SECURITY  APPROPRIATIONS,  1960  813 

appointed  on  the  Commission  I know  of  several  of  the  members,  one  of  whom  is 
a member  of  the  staff  of  the  Committee  on  the  Judiciary.  He  has  been  a life- 
long Democrat.  I do  know  that  former  Attorney  General  MeGranery  was 
offered  a position;  and  I know  that  two  justices  from  the  third  circuit  have  been 
recommended  for  appointment  and  will  probably  be  appointed,  and  they  are 
both  Democrats. 

Mr.  Celler.  Mr.  Speaker,  will  the  gentleman  yield? 

Mr.  Rooney.  I yield  to  the  distinguished  gentleman  from  New  York. 

Mr.  Celler.  As  to  the  appointments  being  of  one  political  faith,  that  is  unfor- 
tunately true.  I took  that  up  with  the  Deputy  Attorney  General  and  I said 
that  was  highly  unfair.  He  admitted  finally  it  was  unfair  and  has  agreed  to 
rectify  that  situation.  Two  vacancies  have  occurred  and  pledges  have  been 
given  that  the  two  new  members  would  be  of  a different  political  faith  than  the 
other  seven  and  if  other  vacancies  occur  Democrats  will  be  appointed  until  there 
is  a fair  balance.  There  are  also  advisory  members.  Most  of  the  advisory 
members  are  of  the  political  faith  to  which  the  gentleman  and  I belong.  So 
that  situation  is  being  remedied.  It  is  quite  unlikely  I will  say  to  the  gentleman 
from  New  York  that  the  various  foundations  would  be  willing  to  do  this  type  of 
work.  It  is  purely  legal.  It  provides  for  making  possible  easier  service  of 
judicial  process  upon  foreign  corporations  in  foreign  countries;  the  obtaining  of 
evidence;  the  proof  of  foreign  law.  You  have  these  difficult  language  barriers 
to  contend  with.  There  are  some  80  countries  to  deal  with  with  so  many  diverse 
languages  and  within  those  countries  there  are  subdivisions.  For  example,  in 
Switzerland  von  have  the  various  cantons  and  in  India  you  have  the  different 
provinces  or  the  states.  In  Mexico  you  have  the  several  states,  languages  differ 
in  various  of  these  local  political  and  subdivisions  and  so  on.  You  have  these 
grave  difficulties  in  effectuating  service  and  you  have  great  difficulties  in  the 
process  of  receiving  evidence  greatly  exacerbated  by  language  barrier.  This 
committee  is  trying  to  overcome  these  difficulties  by  establishing  and  aiding  in 
the  establishment  of  treaties  with  these  80  different  nations.  The  program  of 
translation  of  documents  and  laws  is  stupendous.  It  is  a very  important  assign- 
ment and  a very  difficult  one.  The  commission  is  bent  upon  a painstaking  job. 

I think  it  should  indeed  earn  the  plaudits  of  this  Congress  and  the  bill  ought  to 
pass. 

Mr.  Walter.  Mr.  Speaker,  will  the  gentleman  yield? 

Mr.  Rooney.  I yield. 

Mr.  Walter.  I would  like  to  call  the  attention  of  the  gentleman  to  the  fact 
that  because  of  the  war  it  has  been  difficult  to  settle  many  estates  in  many  of 
tho  nations  in  the  world.  In  finally  working  out  these  settlements  it  is  important 
that  there  be  some  sort  of  uniform  procedure,  particularly  with  respect  to  tlie 
taking  of  affidavits  of  people  who  are  not  in  the  United  States. 

Mr.  Rooney.  I might  say  that  during  the  course  of  the  House  appropriations 
hearings  it  appeared  that  it  originally  was  the  intention  to  do  this  all  by  mail. 
Has  this  now  gotten  to  the  point  where  it  is  going  to  cost  the  taxpayers  addi- 
tional money  beyond  what  was  already  provided  for  this  Commission? 

Mr.  Walter.  No.  I do  not  think  any  of  the  money  has  been  expended. 
Certainly  the  only  expenditures  will  be  for  the  very  modest,  staff  tlmt  this  Com- 
mission will  have  to  have  in  order  to  carry  out  the  mailing  of  the  proposed  forms 
that  the  gentleman  knows  about. 

' Mr.  Rooney.  Then  the  gentleman  feels  that  we  have  an  assurance  from  the 
Commission  that  this  will  not  cost  the  taxpayers  any  additional  sums? 

Mr.  Walter.  I do  not  have  the  faintest  idea. 

Mr.  Gross,  Mr.  Speaker,  will  the  gentleman  yield? 

Mr.  Rooney.  I yield. 

Mr.  Gross.  I believe  I raised  the  question  when  the  bill  was  originally  on  the 
floor  about  the  cost. 

Mr.  Walter.  The  gentleman  from  Iowa  did  raise  that  question. 

Mr.  Gross.  I think  I was  told  by  the  gentleman  from  Pennsylvania  [Mr. 
Walter]  that  it  was  supposed  it  would  cost  $5,000. 

Mr.  Walter.  Yes,  I am  sure  I informed  the  gentleman  from  Iowa  that  it  would 
cost  $5,000. 

Mr.  Gross.  Do  I understand  that  the  cost  has  been  upped  to  $160,000  for  this? 
Or  what  is  it  ? 
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Mr.  Rooney.  I notice  In  the  report,  I should  say  to  the  distinguished  gentle- 
man from  Iowa,  that  Mr.  Brownell  has  requested  an  additional  $76,000  under 
date  of  April  22, 1059,  but  the  Committee  on  tne  Judiciary  in  its  wisdom  has  denied 
or  ignored  that  request  and  has  brought  us  the  bill  now  on  this  Consent  Calendar 
which  does  not  provldo  for  any  additional  funds.  Is  that  correct? 

Mr.  Ceu.br.  The  gentleman  is  correct. 

Mr.  Roonet.  So  wo  have  an  assurance  that  it  will  not  cost  any  further  sums 
of  taxpayers'  money.  In  that  event,  Mr.  Speaker,  I withdraw  my  reservation 
of  objection. 

The  Speaker.  Is  thero  objection  to  the  present  consideration  of  the  bill? 
There  was  no  objection. 

The  Clerk  read  the  bill,  aa  follows: 

"Be  it  enacted  by  the  Senate  and  Howe  of  Representatives  of  the  United  State « of 
America  in  Congress  assembled,  That  the  second  paragraph  of  subsection  (b)  of 
section  7 of  the  Act  of  September  2,  1958,  establishing  a Commission  and  Ad- 
visory Committee  on  International  Rules  of  Judicial  Procedure  is  amendec  to 
read  ns  follows: 

" 'The  Commission  shall  submit  its  final  report  and  the  Commission  and  the 
Advisory  Committee  shall  terminate  prior  to  December  31,  1991.'  ” 

The  bill  was  ordered  to  bo  engrossed  and  read  a third  time,  was  read  the  third 
time,  and  passed,  and  a motion  to  reconsider  was  laid  on  the  table. 

General  Statement 

Mr.  Brownell.  Thank  you,  Mr.  Chairman;  you  have  accurately 
described  the  request  which  I am  making  this  morning  as  Chairman 
of  this  Commission  on  behalf  of  the  Commission,  for  $34,000,  $9,000 
of  which  would  enable  us  to  carry  on  until  tho  end  of  the  calendar 
year,  which  is  the  expiration  date  presently  on  the  statute  books;  and 
the  other  $26,000  which  we  request  would  enable  us  to  carry  on  in 
the  event  that  the  Senate  passes  the  bill  which  has  already  passed 
the  House  to  extend  the  life  of  this  Commission  for  2 years,  which 
would  take  it  up  until  December  31,  1961. 

Chairman  Hayden.  I think  it  is  a very  simple  matter.  Are  there 
any  questions? 

Senator  Saltonstall.  Yes,  Mr.  Chairman. 

Did  ive  not  cut  out  this  $9,000?  I thought  if  we  put  in  this  $9,000, 
which  it  is  my  memory  that  the  Senate  did  and  which  was  cut  out  in 
conference,  that  you  would  be  able  to  complete  your  work  before  your 
Commission  ran  out;  is  that  right? 

FUNDS.  SITUATION 

Mr.  Brownell.  If  I get  the  question,  Senator,  there  was  $25,000 
that  came  from  the  President’s  emergency  fund  to  start  the  work  of 
the  Commission. 

We  had  counted  on  a part  of  that  to  complete  the  balance  of  our 
work  for  this  year,  but  under  the  rules,  at  the  end  of  the  fiscal  year  on 
June  30,  the  balance  unexpended  in  that  fund  is  no  longer  available  to 
the  Commission.  We  had  a balance  of  $9,000  on  which  we  were 
counting  and  that  is  the  reason  for  the  $9,000  that  we  are  requesting 
now. 

NEED  FOR  ADDITIONAL  TIME 

Senator  Saltonstall.  Why  is  it  necessary  to  extend  this  Commis- 
sion for  2 years?  If  I listened  correctly,  the  work  could  be  done  and 
completed  by  tho  1st  of  December,  if  you  had  the  money. 

Mr.  Brownell.  I would  say  that  it  would  be  impossible  to  do  the 
kind  of  job  that  Congress  had  in  mind,  which  was  described  at  the 
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time  the  bill  Betting  up  the  Commission  was  established,  because  it  is 
fairly  complicated  in  its  nature. 

It  requires  a study  of  the  laws  relating  to  judicia  .’systems  not  only 
of  this  countiy  which  might  lead  up  to  changes  in  the  Federal  and 
State  statu tos,  but  it  also  means  the  study  of  the  applicable  laws  in. 
other  countries  of  the  world,  civil-law  as  well  as  the  common-law- 
countries,  and  that  takes  a considerable  amount  of  doing. 

Senator  Saltonstall.  Is  that  not  somo  now  undertaking,  then? 
Mr.  Brownell.  No,  that  was  provided  for.  That  was  the  main 
purpose,  in  fact,  of  the  original  bill. 

Senator  Saltonstall.  Is  my  momory  wrong  that  the  work  could 
be  completed  by  November  if  you  had  the  money? 

Mr.  Brownell.  Yes.  I have  never  felt  that  it  could  be  completed, 
this  year. 

You  see.  we  wore  very  late  getting  started.  The  bill  was  originally 
introduced  so  that  the  Commission  would  have  had  a life  of  2 years,, 
but  in  fact,  we  only  bad  a life  of  a few  months. 

Senator  Saltonstall.  Thank  you,  Mr.  Chairman. 

Senator  Ellender.  Mr.  Chairman,  it  was  my  understanding  that 
whoever  appeared  before  us  some  time  ago— I do  not  recall  who  it 
was — stated  that  if  wo  allowed  the  $25,000  that  they  could  complcto 
the  work  with  that. 

Here  we  are  confronted  with  a request,  as  I understand  it,  for 
$75,000  per  year  for  2 years,  or  $150,000. 

Am  I correct  in  that? 

PRESENT  BEQUEST  AND  WORK  PROPOSED 

Mr.  Brownell.  Nc.  All  we  are  asking  for  hero  is  $34,000,  includ- 
ing the  $9,000  for  the  balance  of  this  year,  and  $25,000  for  the  next 
year. 

That  is  the  only  request  that  is  before  the  committee  now,  sir. 
Senator  Ellender,  I know,  but  how  much  have  you  asked  in  your 
new  authorization,  for  the  extension  of  this  program? 

Mr,  Brownell.  Nothing. 

Senator  Ellender.  Can  you  do  all  of  your  work  with  the  $75,000 
originally  suggested  as  the  cost  of  doing  tnis  work? 

Mr.  Brownell.  I would  answer  that  this  way,  Senator:  that  the 
amount  and  detail  of  our  work  would  be  up  to  the  Congress.  If  they 
want  us  to  expand  it  after  we  report  back  to  them  next  spring  that 
would  be  a different  problem,  but  we  can  do  a workmanlike  job  for  the 
original  $75,000. 

We  will  have  gotten  far  enough  in  the  subject  at  that  time  so  that 
we  can  give  you  in  detail  what  further  work  could  be  done  if  it  is  the 
judgement  of  Congress  that  they  want  more  work  don  >. 

In  other  words,  it  is  a tremendous  field  and  it  depends  on  how 
much  you  want  done. 

We  nave  very  carefully  limited  the  work  so  that  we  can  do  it  within 
the  original  $75,000  authorized  up  to  a point  where  we  think  it  will  be 
of  real  value  to  the  Government  and  the  practicing  lawyers  in  this 
country. 

Senator  Ellender.  What  is  the  object  of  renewing  it  for  2 years? 

As  Senator  Saltonstall  pointed  out,  and  as  I recall,  this  work  was  to 
be  done  in  1 year  if  we  gave  you  the  full  amount. 
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Hero  we  Jiavo  already  spoilt  or  appropriated,  what  is  it,  $34,000? 
Mr.  Brownell.  You  have  appropriated  $25,000  plus  $10,000; 
$41,000. 

Wo  arc  asking  for  another  $34,000  which  would  bring  it  up  to  tho 
aggregate  of  $75,000. 

COM  CLETION  DATE  FOR  COMMISSION 

Senator  Ellk.vder.  You  contemplate  completing  this  work  during 
this  fiscal  year? 

Mr.  Brownell.  I don't  think  so.  I think  wo  will  carry  on — the 
Way  I would  visualize  it  would  be  this:  that  by  next  spring  we  will  have 
completed  recommendations  which  would  be  in  lino  with  tho  original 
purpose  of  the  Commission.  We  will  report  that  back  to  the  Congress, 
show  them  what  additional  work  could  bo  dono  if  they  desire  to 
authorize  it. 

Senator  Ellbnder.  As  somo  of  us  stated  when  this  Commission 
was  organized  that  all  too  often  when  commissions  are  organized  they 
never  die. 

Mr.  Brownell.  We  hope  to  bo  tho  exception  to  prove  the  rule. 
This  is  a labor  of  iovo  for  tho  people  that  are  on  it. 

Senator  Ellendbr.  I fervently  hope  so. 

Lot  me  put  it  that  way. 

Mr.  Brownell.  I do,  too,  Senator. 

WORK  OF  BAR  ASSOCIATION 

Senator  Allott.  In  tho  original  justification  for  this  Commission, 
and  also  last  spring  and  at  great  length  thero  wore  numerous  repre- 
sentations mado  that  the  bar  associations  wore  going  to  perform  a lot 
of  this  work  on  this  Commission.  How  much  have  tho  bar  associa- 
tions or  the  lawyers  individually  contributed  to  the  work  on  this 
Commission? 

Mr.  Brownell.  Wo  have  established  pretty  good  liaison  with  a 
number  of  the  more  activo  bar  associations.  A number  of  them  have 
set  up  special  committees.  Others  have  authorized  their  regular  com- 
mittees on  comparative  and  international  law  to  work  with  us. 

I would  sajT  they  aro  carrying  their  sharo  of  tho  load. 

PARTICIPATION  OF  FOREK3N  COUNTRIES 

We  also  have  established  contact  with  similar  groups  in  other 
countries.  They  are  planning  to  help  us.  Our  advisory  commission 
of  15  members  of  very  distinguished  attorneys  and  law  professors  have 
given  us  access  to  records  and  files  that  are  invaluable  to  the  Com- 
mission from  the  firms  that  do  international  law  business  on  a day-to- 
dav  basis,  and  also  from  the  libraries  of  the  law  schools. 

So  it  is  a cooperative  venture,  I think. 

Senator  Allott.  Does  this  mean  that  the  lawyers  of  this  country 
or  tho  American  Bar  Association,  or  a section  of  it,  are  actually  assum- 
ing a part  of  the  responsibility  for  carrying  on  this  program? 

BAR  ASSOCIATION  WORK  NOT  ADUINISTRATI VE 

Mr.  Brownell.  Well,  they  have-  offered  to  help  us;  yes.  They 
have  already  submitted  certain  material  to  us  that  we  find  quite 
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helpful.  They  ore  not  taking  any  of  the  administrative  load,  but 
they  arc  advising  us  and  making  files  of  actual  litigation  which  wo 
otherwise  would  not  have  access  to,  availablo  to  us. 

Senator  Allovt.  1 do  not  want  to  carry  this  on,  but  I cannot  soo 
that  this  conforms  with  the  original  representation  which  was  mado 
that  tho  individual  lawyers  and  the  bar  associations  were  going  to 
actually  do  a lot  of  this  independent  work  for  the  Commission  them- 
selves. This  is  not  so.  ... 

Mr.  Buownkll.  I would  say  that  this  is  so  in  the  field  of  research, 
hut  the  actual  administrative  work  and  collection  of  material  is  nil 
done  by  the  staff  of  tho  Commission. 

Senator  Allott.  That  is  all,  Mr.  Chairman. 

Chairman  Hayobn.  We  thank  you  for  your  appearance. 

Mr.  Brownell.  Thank  you  very  much. 


DEPARTMENT  OF  HEALTH,  EDUCATION,  AND 

WELFARE 

Public  Health  Service 

STATEMENT  OP  DR.  AARON  W.  CHRISTENSEN,  DEPUTY  CHIRP, 
DIVISION  OF  INDIAN  HEALTH;  ACCOMPANIED  BY  ALBERT  H. 
STEVENSON,  CHIEF,  ENVIRONMENTAL  SANITATION  BRANCH, 
AND  HARRY  F.  DORAN,  BUDGET  OFFICER 

Indian  Health  Facilities 

Chairman  Hayden.  I asked  that  a representative  of  tho  Depart- 
ment of  Health,  Education,  and  Welfare  appear  in  connection  with 
the  provision  of  Indian  health  facilities  as  authorized  by  Public  Law 
86-121,  approvod  July  31,  1959, 

Mr.  Christenson,  Deputy  Chief  of  tho  Division  of  Indian  Health  of 
the  Public  Health  Service  is  presont. 

Mr.  Christensen.  Yes,  sir. 

Chairman  Hayden.  The  occasion  for  calling  you  is  that  in  the 
August  19,  1958  issue  of  tho  Phoonix,  Ariz.,  Gazette,  this  statement 
appearod: 

Lehi  distriot  Indians  on  the  Salt  River  Reservation— dependent  on  & remotely 
located  irrigation  pump  for  drinking  water  einoe  their  only  domestic  well  went 
dry — today  sounded  an  8 O S for  an  emergency  water  supply. 

Charles  Cough,  chairman  of  the  Pima* Maricopa  Tribal  Council,  said  that  some 
parched  Indian  families  m'ist  walk  more  than  a mile,  carrying  water  on  their 
backs,  since  the  reservation  well,  a poor  supply  at  best,  dried  up  2 weeks  ago. 

Cough  said  the  only  source  of  domestic  water  on  the  reservation  is  a Salt  River 
Valley  Water  Users  Association  pump  on  North  Power  Line  Road  on  the  reser- 
vation border. 

Then  the  article  went  on  to  say: 

A check  with  the  U.S.  Publio  Health  Service  charged  with  Indian  health  and 
sanitation,  revealed  that  it  apparently  will  be  some  time  before  the  Indiana  can 
depend  on  any  relief  from  the  Federal  Government. 

An  Indian  sanitation  bill  which  would  provide  for  reservation  water  supplies 
finally  passed  Congress  and  was  signed  into  law  last  month. 

Put  the  bill  only  gives  the  Health  Service  Authority  to  provide  water  supplies. 
It  did  not  carry  an  appropriation.  A Health  Service  spokesman  here  said  that, 
barring  a supplemental  or  emergency  appropriation,  it  will  be  after  the  beginning 
of  fiscal  year  1960-61  before  fundB  ore  available. 

EMERGENCY  WATER  CONDITIONS,  SOUTHWEST 

Chairman  Hayden.  While  there  is  no  budget  estimato  I wonder  if 
you  could  state  whether  this  is  the  only  emergency  condition  where 
a water  supply  is  concerned.  I am  talking  about  drinking  water. 
Are  there  other  cases  where  perhaps  this  committee  in  its  wisdom 
might  be  persuaded  to  make  an  emergency  appropriation  which  is 
authorized  by  the  law  I have  cited. 

Mr.  Christensen.  Senator,  we  have  been  noticing  with  increasing 
frequency  within  the  last  several  weeks  a number  of  emergency  situa- 
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lions  that  are  occurring  from  the  various  areas.  These  emergency 
situations  involve  basically  sanitation  and  basically  they  are  water 
supplies,  such  things  as  wells  that  are  only  giving  water  intermittently 
or  wells  in  which  the  water  supply  has  completely  ceased. 

We  have,  for  instance,  a spnng  which  has  been  washed  out.  These 
are  serious  as  far  as  wo  are  concerned  because  there  is  a direct  relation- 
ship between  the  morbidity  of  certain  diseases  and  the  lack  of  water 
supply  or  inadequate  water  supply. 

For  instanco,  the  bacillary  dysentery  rate  around  Indians  is  around 
13  times  greater  than  that  of  the  general  population. 

We  know  also  that  about  16  percent  of  our  admissions  to  our  small 
Indian  hospitals  are  admitted  to  the  hospital  because  of  diarrheal 
and  parasitic  diseases. 

We  further  know  that  the  infant  mortality  for  infants  over  30  days 
of  ago  is  five  times  greater  than  the  general  population. 

Now,  many  of  these  infants  die  from  diarrheal  diseases  and  again 
these  are  rolated  to  inadequate  water  or  unsafo  water  supplies. 

In  going  over  some  of  the  problems  we  found,  first,  that  the  greatest 
number  of  emergencies  are  in  the  Southwest.  One  of  the  reasons,  in 
our  opinion,  is  tne  fact  that  the  ground-wator  table  in  the  Southwest 
is  pretty  low  to  begin  with,  and,  secondly,  that  since  January  of  this 
year  their  6 montTis  avorage  of  rainfall  is  loss  than  50  percent  of 
normal. 

We  anticipate  on  the  basis  of  this  that  there  will  be  further  drying 
up  of  wells.  The  domestic  water  wells,  that  the  Indians  use  are  right 
at  the  critical  ground-water  lovel  anyway,  so  that  any  further  dropping 
■of  this  ground-water  table  will  result,  as  I mentioned  before,  in  further 
drying  up  of  the  wells. 

Chairman  Hayden.  Aside  from  Arizona,  in  what  other  places  are 
tbo  Indians  having  any  trouble  in  obtaining  water? 

OTHBB  AFFECTED  ABBAS 

Mr.  Christensen,  We  have  about  14  reservations  that  have  been 
involved.  We  have  projects  in  our  Billings  Bubarea,  at  Rocky  Boy,  a 
reservation  in  Montana. 

We  have  another  where  a well  has  gone  dry  in  the  Northern  Chey- 
enne Reservation  in  Montana. 

We  have  a well  that  is  drying  up  that  is  used  by  about  55  Indian 
families. 

At  the  Wind  River  Reservation  in  Wyoming  they  get  part  of  their 
water  at  the  present  time  from  the  river.  The  river,  due  to  a minimum 
rainfall,  is  extremely  low  and  is  more  contaminated  than  usual. 

The  Crow  Reservation  at  Pryor,  Mont.,  has  a waterhole  that  is  dry. 
This  is  where  about  25  Indian  families  get  their  domestic  water. 

In  the  Aberdeen  area,  Cheyenne  River  Reservation  at  South 
Dakota,  Turtle  Mountain  Reservation  in  North  Dakota,  and  Chip- 
pewa Tribe  in  Minnesota  involving  Mille  Lac  and  Granite  Falls  where 
small  groups  of  Indians  are,  these  wells  need  rehabilitation. 

In  New  Mexico,  the  Zia  Pueblo  the  water  supply  is  low,  and  this  is 
the  one  that  furnishes  water  for  around  350  Indians  and  the  water  is 
being  rationed  at  the  present  time. 

We  have  another  very  severe  problem  at  Laguna  and  A coma 
Pueblos  in  New  Mexico,  just  out  of  Albuquerque.  This  problem  is 
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ono  which  will  rocjuiro  a fair  amount  of  study  because  there  is  a ^rcat 
scarcity  of  water  in  the  area  to  begin  with. 

Senator  Chavkz.  In  Laguna  pueblo  it  is  very  acute  for  the  reason 
that  the  pueblo  is  composed  of  nine  different  communities.  There  is 
Laguna  proper.  You  go  to  Wagon  Mound  and  they  are  scattered 
all  over  the  valley. 

I know  of  my  own  knowledge  that  that  is  very  acute.  The  only 
water  they  have  had  of  late  is  about  8 or  10  years  ago.  I do  not  believe 
that  you  folks  had  taken  over  Indian  health  at  the  time. 

Chairman  IIaydkn,  Do  you  have  any  problem  in  Nevada? 

Mr.  Chmstknskn.  In  Nevada  at  Fort  McDermit-t  t he  wells  have 
gone  dry. 

Chairman  ITaydkn.  IIow  much  is  the  total  amount  of  the  authori- 
zation provided  hv  Congress?  How  much  would  you  now  need  for 
that  purpose? 

Mr.  Chhistrnskn.  For  these  emergency  situations? 

Chairman  Haydkn.  No.  What  sum  could  be  made  available. 
My  recollection  is  that  the  total  amount  authorized  to  be  appropriated 
i9  $2  million;  is  that,  correct? 

Mr.  CnursTKNSRN.  We  tlo  not  have  any  authorization  for  appro- 
priations at  all.  We  just  have  the  enabling  legislation  at  the  present 
time. 

A UTlIOllIZ  I N O LEGISLATION 

Chairman  Haydkn.  The  enabling  legislation  certainly  must  author- 
ize appropriations  for  which  budget  estimates  can  bo  submitted. 
It  is  an  authority  of  law  to  make  appropriat  ion.  It  does  not  give  you 
any  authority  to  make  expenditures  until  Congress  has  acted. 

I will  include  at  this  point  in  the  record  the  act  to  indicate  just  what 
it  authorizes. 

(The  act  referred  to  follows:) 

Public  Law  86-121 
8Gth  Congress,  S.  86 
July  31,  1959 

AN  ACT  To  ftmond  tho  Act  ot  August  5, 1954  (68  SUt.  674),  and  tor  other  pur  paws 

lie  il  enacted  by  the  Senate  anti  House  of  Representatives  of  the  l mi  ted  States  of 
America  in  Congress  assembled,  That  the  Act  of  August  5,  1954  (68  Stafc,  674),  is 
amended  by  adding  at  the  end  thereof  the  following  new  section: 

“Sf.c.  7.  (a)  In  carrying  out  his  functions  under  this  Act  with  respect  to  the 
provision  of  sanitation  facilities  and  services,  the  Surgeon  General  is  authorized — 
“(1)  to  construct,  improve,  extend,  or  otherwise  provide  and  maintain, 
by  contract  or  otherwise,  essential  sanitation  facilities,  including  domestic 
and  community  water  supplies  and  facilities,  drainage  facilities,  and  scwngc- 
and  waste-disposal  facilities,  together  with  necessary  appurtenances  and 
fixtures,  for  Indian  homes,  communities,  ami  hinds; 

“(2)  to  acquire  lands,  or  rights  or  interests  therein,  including  sites,  rights- 
of-way,  and  easements,  and  to  acquire  rights  to  the  use  of  water,  by  purchase, 
lease,  gift,  exchange,  or  otherwise,  when  necessary  for  the  purposes  of  this 
section,  except  that  no  lands  or  rights  or  interests  therein  may  be  acquired 
from  an  Indian  tribe,  band,  group,  community,  or  individual  other  than  by 
gift  or  for  nominal  consideration,  if  the  facility  for  which  such  lands  or  rights 
or  interests  therein  are  acquired  is  for  the  exclusive  benefit  of  such  tribe, 
band,  group,  community,  or  individual,  respectively; 

“(3)  to  make  such  arrangements  and  agreements  with  appropriate  pnblio 
authorities  and  nonprofit  organizations  or  agencies  and  with  the  Indians  to 
be  served  by  such  sanitation  facilities  (and  any  other  person  so  served) 
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regarding  contributions  toward  the  construction,  improvement,  extension 
and  provision  thereof,  and  responsibilities  for  maintenance  thereof,  as  in  ilia 
judgment  are  equitable  and  will  best  assure  the  future  maintenance  of  facilities 
in  an  effective  and  operating  condition;  and 
“(4)  to  transfer  any  facilities  provided  under  this  section,  together  with 
appurtenant  interests  in  land,  with  or  without  a money  consideration,  and 
under  such  terms  and  conditions  as  in  his  judgment  are  appropriate,  having 
regard  to  the  contributions  made  and  tbe  maintenance  responsibilities  under- 
taken, and  the  special  health  needs  of  the  Indians  concerned,  to  any  State  or 
Territory  or  subdivision  or  public  authority  thereof,  or  to  any  Indian  tribe, 
group,  band,  or  community  or,  iu  the  case  of  domestic  appurtenances  ana 
fixtures,  to  any  one  or  more  of  the  occupants  of  the  Indian  home  served 
thereby. 

“(I))  The  Secretary  of  the  Interior  is  authorised  to  transfer  to  the  Surgeon 
General  for  use  in  carrying  out  the  purposes  of  tide  section  such  interest  and 
rights  in  federally  owned  lauds  under  the  jurisdiction  of  the  Department  of  the 
Interior,  and  in  Indian-owned  lands  that  either  are  held  by  the  United  States  in 
trust  for  Indians  or  are  subject  to  n restriction  against  alienation  imposed  by  the 
United  States,  including  appurtenances  arid  improvements  thereto,  as  may  be 
requested  by  the  , Surgeon  General.  Any  land  or  interest  therein,  including 
appurtenances  and  improvements  to  such  land,  so  transferred  shall  be  subject 
to  disposition  by  the  Surgeon  General  in  accordance  with  paragraph  (4)  of  sub- 
section (a):  Provided,  That,  in  any  case  where  a beneficial  interest  in  such  land 
is  in  any  Indian,  or  Indian  tribe,  band,  or  group,  the  consent  of  such  beneficial 
owner  to  any  such  transfer  or  disposition  shall  first,  be  obtained:  Provided  further, 
That  where  deemed  appropriate  h_v  the  Secretary  of  tin:  Interior  provisions  shall 
be  made  for  a reversion  of  title  to  such  land  if  it  ceases  to  be  used  for  the  purpose 
for  which  it  is  transferred  or  disposed. 

"(c)  The  Surgeon  General  shall  consult  with,  uitd  encourage  the  participation 
of,  tiie  Indians  concerned,  States  and  political  subdivisions  thereof,  in  carrying  out 
the  provisions  of  this  section." 

Sue.  2.  Section  (»  of  such  Act  is  amended  by  striking  out  tile  word  “This" 
and  inserting  in  lieu  thereof  the  words  “Sections  1 to  5,  inclusive,  of  this". 

Approved  July  31,  1959. 


Public  Law  508 — 83d  Congress 
Chapter  058 — 2d  Session 
II. R.  303 

AN  ACT  To  transfer  tbe  maintenance  end  operation  of  hospital  and  health  facilities  for  Indians  to  tbe 
Public  Health  Service,  and  for  other  purpose*. 

lie  it  enacted  by  the  Senate  and  House,  of  Representatives  of  the  United  Slates  of 
America  in  Congress  assembled,  That  all  functions,  responsibilities,  authorities,  and 
duties  of  the  Department  of  the  Interior,  the  Bureau  of  Indian  Affairs,  Secretary 
of  the  Interior,  and  the  Commissioner  of  Indian  Affairs  relating  to  ihe  maintenance 
and  operation  of  hospital  and  health  facilities  for  Indians,  and  the  conservation 
of  Hie  health  of  Indians,  are  hereby  transferred  to,  and  shall  be  administered  by, 
the  Surgeon  General  of  the  United  States  Public  Health  Service,  under  the  super- 
vision and  direction  of  the  Secretary  of  Health,  Education,  and  Welfare:  Pro- 
vided, That,  hospitals  now  in  operation  for  a specific  tribe  or  tribes  of  Indiana  shall 
not  be  closed  prior  to  July  1,  1950,  without  the  consent  of  the  governing  body  of 
the  tribe  or  its  organized  council. 

Sue.  2.  Whenever  the  Health  needs  of  the  Indians  can  be  better  met  thereby, 
the  Secretary  of  Health,  Education,  and  Welfare,  is  authorized  in  his  discretion  to 
enter  into  contracts  with  any  State,  Territory,  or  political  subdivision  thereof,  or 
any  private  nonprofit  corporation,  agency  or  institution  providing  for  the  transfer 
by  the  United  States  Public  Health  Service  of  Indian  hospitals  or  health  facilities, 
including  initial  operating  equipment  nnd  supplies. 

It  shall  be  n condition  of  such  transfer  that  all  facilities  transferred  shall  be 
available  to  meet  tbe  health  needs  of  the  Indians  and  that  such  health  needs  shall 
be  given  priority  over  those  of  the  non-Indian  population.  No  hospital  or  health 
facility  that  has  been  constructed  or  maintained  for  a specific  tribe  of  Indians,  or 
for  a specific  group  of  tribes,  shall  be  transferred  by  the  Secretary  of  Health, 
Education,  and  Welfare  to  a non-Indian  entity  or  organization  under  this  Act 
lirticss  such  action  has  been  approved  by  the  governing  body  of  the  tribe,  or  by 
the  governing  bodies  of  a majority  of  the  tribes,  for  which  such  hospital  or  health 
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facility  has  been  constructed  or  maintained:  Provided,  That  if,  following  such 
transfer  by  the  United  States  Public  Health  Service,  the  Secretary  of  Health, 
Education,  and  Welfare  finds  the  hospital  or  health  facility  transferred  under  this 
section  is  not  thereafter  serving  the  need  of  the  Indians,  toe  Secretary  of  Health, 
Education,  and  Welfare  shall  notify  those  charged  with  management  thereof, 
setting  forth  needed  improvements,  and  in  the  event  such  improvements  are  not 
made  within  a time  to  be  specified,  shall  immediately  assume  management  and 
operation  of  such  hospital  or  health  facility. 

Sac.  3.  The  Secretary  of  Health,  Education,  and  Welfare  is  also  authorised  to 
make  such  other  regulations  as  he  deems  desirable  to  carry  out  the  provisions  of 
this  Act. 

Sec.  4.  The  personnel,  property,  records,  and  unexpended  balances  of  appro- 
priations, allocations,  ana  other  funds  (available  or  to  do  made  available),  which 
the  Director  of  the  Bureau  of  the  Budget  shall  determine  to  relate  primarily  to 
the  functions  transferred  to  the  Public  Health  Service  of  the  Department  of 
Health,  Education,  and  Welfare  hereunder,  are  transferred  for  use  in  the  admin- 
istration of  the  functions  so  transferred.  Any  of  the  personnel  transferred  pur- 
suant to  this  Act  which  the  transferee  agency  shall  find  to  be  in  excess  of  the  per- 
sonnel necessary  for  the  administration  of  the  functions  transferred  to  such 
agency  shall  be  retransferred  under  existing  law  to  other  positions  in  the  Govern- 
ment or  separated  from  the  service. 

Sec.  5.  The  Act  of  April  3,  1952  (66  Slat.  35),  and  all  other  laws  or  parts  of 
laws  in  conflict  herewith,  are  hereby  repealed. 

Sec.  6.  This  Act  shall  take  effect  July  1,  1955. 

Approved  August  5,  1954. 

AUTHORIZING  LANGUAGE 

Mr.  Christenben.  There  is  no  limit,  I believe,  to  the  authorization; 
I would  like  to  ask  Mr.  Doran,  who  is  the  budget  officer  for  the 
Public  Health  Service,  to  speak  to  this  point,  sir. 

Mr.  Doran.  Mr.  Chairman,  in  enabling  legislation  there  is  no 
limitation  on  the  amount  which  may  be  appropriated,  but  just  such 
amounts  as  may  be  necessary.  This  legislation  is  so  new  that  no 
estimate  has  been  prepared  or  submitted. 

Chairman  Hayden.  I understand  that.  There  is  no  budget  esti- 
mate. This  is  an  emergency  situation. 

I suggest  that  you  place  in  the  record  a statement  about  the  vari- 
ous situations  which  you  have  outlined.  If  you  will  do  that,  the 
committee  can  give  consideration  to  what  is  required  to  be  done  at 
this  time. 

Senator  Chavez.  Including  an  estimate  of  how  you  can  relieve  this 
situation  such  as  Laguna. 

Chairman  Hayden.  Yes,  indicate  the  amount  of  money  that  will 
be  required  in  each  instance  where  you  believe  there  is  an  emergency 
and  the  committee  will  consider  it. 

Mr.  Christensen.  We  will  do  that. 

Senator  Chavez.  I wish  you  would  do  this,  if  you  can;  If  you  can 
have  your  field  service  make  an  investigation  of  the  pueblos,  there 
are  17  of  them  in  New  Mexico,  because  they  are  all  very  acute. 
Chairman  Hayden.  We  thank  you  for  your  appearance. 

Mr.  Christensen.  Thank  you  very  much,  Mr.  Chairman. 

(The  information  referred  to  follows:) 

Emergence  Situations — Indian  Domestic  Water  Supplies 
Phoenix  area 

Extensive  drought,  low  rainfall,  coupled  with  irrigation  water  pumpage  has 
caused  severe  lowering  of  the  ground  water  table  on  a number  of  Southwest  Indian 
reservations  resulting  in  partially  or  totally  depleted  domestic  water  supply 
sources. 
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Papaya  Reservation.  Ant, — Twelve  wells  hive  gone  dry.  Entire  villages  must 
be  temporarily  abandoned  when  distance  to  a water  source  becomes  excessive. 
At  least  five  communities  are  affected. 

Emergency  correction  requires  deepening  and  drilling  wells,  provision  of  low 
pressure  distribution  lines,  watering  point  und  storage  facilities,  and  emergency 
equipment  for  hauling  water.  Estimated  cost,  JW7,000. 

Ptma  Reservation,  A. nr. — Two  wells  at  Blackwater  are  dry  but  there  is  water 
available  2 to  6 miles  away  at  the  Indian  school  from  which  it  must  be  hauled. 

Correction  requires  development  of  a well  source  and  Btorage  facilities  designed 
for  incorporation  into  a permanent  distribution  sys  tom  at  a later  date.  Estimated 
cost,  $26,000. 

Salt  River  Reservation,  Ariz. — Lehi  district  well  has  gone  dry.  Water  must  be 
hauled  from  a remotely  located  irrigation  well  and  irrigation  ditch.  More  than 
100  Indians  without  transportation  must  walk  more  than  a mite  with  water  on 
their  backs. 

Emergency  correction  requires  temporary  pipeline  and  watering  points  by  con- 
nection to  adjacent  city  of  Mesa  water  system,  followed  by  permanent  arrange- 
ment for  reliable  supply.  Estimated  cost,  $13,000. 

Fort  McDermitl  Reservation,  Net >. — Thirty  domestic  wells  have  gone  dry. 
Families  are  now  obtaining  water  from  ditches. 

Emergency  correction  requires  deepening  wells  and  provision  of  well  platforms 
and  pumps.  Estimated  cost,  $15,000. 

Albuquerque  area 

Laguna  and  Acoma  Pueblos,  N.  Mex. — Inadequate  quantity  of  water  available 
to  serve  nine  communities  on  these  two  reservations.  Difficult  to  obtain  satis- 
factory water  source. 

Initial  phase  of  corrective  action  requires  test  drilling  and  engineering  studies 
in  cooperation  with  U.S.  Geological  Survey  to  determine  most  feasible  water 
supply  development.  Estimated  cost  $40,000. 

Zia  Pueblo,  N.  Mex. — Community  water  supply  runs  so  low  in  summer  that 
rationing  is  required  by  350  Indians. 

Corrective  action  requires  an  additional  well  source  and  connecting  pipeline 
to  pueblo  distribution  system.  Estimated  cost  $20,000. 

Portland  area 

Port  Gamble  (Little  Boston)  Wash . — Old  wood  stave  and  metal  pipeline  of  water 
distribution  system  leaks  badly:  it  is  practicaily  irreparable.  Water  treatment 
facility  is  in  need  of  major  repair. 

Corrective  action  includes  replacement  of  line  and  repair  of  chlorinator.  Esti- 
mated cost  $25,000. 

Billings  subarea 

Rocky  Boys  Reservation,  Mont. — One  well  serving  14  families  has  caved  in. 
Families  live  in  remote  part  of  the  reservation  and  nearest  source  of  safe  water  is 
over  a mile  away.  A spring  which  serveB  as  domestic  water  supply  for  15  to  20 
families  has  been  flooded  out.  Since  no  other  supply  is  available,  the  contam- 
inated source  must  be  used.  Diarrhea  rate  is  high. 

Corrective  action  on  this  reservation  requires  that  wells  and  pumping  equip- 
ment be  provided.  Estimated  cost  $2,000. 

Northern  Cheyenne  Reservation,  Mont. — In  Birney  Day  School  District  only 
water  source  serving  55  homes  is  drying  up.  In  absence  of  this  supply,  unsafe 
water  would  be  obtained  from  nearby  river. 

Corrective  action  requires  development  of  a larger  gravel  packed  well  and 
installation  of  storage  facilities.  Estimated  cost  $1,500. 

Wind  River  Reservation,  Wyo. — In  Ethete  area,  river  is  only  source  of  supply  in1 
this  area  for  approximately  50  families.  Because  of  minimal  rainfall,  now  in 
river  is  extremely  low.  Quality  of  river  water  has  greatly  deteriorated.  Dysentery 
cases  are  abnormally  high.  Fifty  new  cases  were  reported  in  one  clinic  session, 
week  of  August  17,  1959.  Forty  percent  of  all  clinic  cases  recorded  as  dysentery 
are  belie vea  largely  attributable  to  water  used. 

Emergency  correction  requires  two  deep  wells  and  pumping  facilities.  Esti- 
mated cost  $16,000. 

Crow  Reservation — Pryor,  Mont.,  arer. — The  water  hole  supplying  needs  of  ap- 
proximately 25  families  has  gone  dry.  Currently,  water  is  available  only  from 
stock  water  ponds, 

Emergency  correction  requires  development  of  a well  and  pumping  facilities. 
Estimated  cost  $1,600. 
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Aberdeen  area 

Cheyenne  Hirer  Reservation,  S:  Dak.— -Water  shortage  at  Cherry  Creek  Com- 
munity results  from  high  temperature  1J09  F.  and  mineral  content  of  available 
artetlun  well  source.  Indians  use  rivers  and  stock  ponds  as  sources  of  untreated 
water  for  drinking  and  cooking.  Commercial  hauling  costs  Indians  $1  to  SI. 60 
per  barrel.  There  has  been  substantial  increase  in  infectious  hepatitis  on  this 
reservation  during  the  past  7 months  when  22  new  caseB  were  reported  as  com- 
pared with  only  1 in  11)58. 

Corrective  action  requires  shallow  well  development  and  watering  point 
storage.  Estimated  cost  818,000. 

Turtle  i\ fountain  Denervation,  N.  Dak.— Ten  existing  wells  arc  inoperative  as 
communal  domestic  water  sources  which  results  in  longer  hauling  distances  for 
Indian  families. 

Corrective  action  requires  rehabilitation  of  wells  and  some  pumping  equipment. 
Estimated  cost  11,000. 

Minnesota  Chippewa  Tribe,  Minnesota , — Some  20  existing  community  wells  are 
inoperative  as  sources  of  domestic  water  at  Grand  l’ortage.  Nett  Lake,  Luc  Court 
OreiUes,  Mille  Lac,  and  Granite  Falls. 

Corrective  action  requires  rehabilitation  of  wells  and  some  pumping  equipment. 
Estimated  cost  88,000. 

CONTINGENCY  Foil  FUTURE  ACUTE  EMERGENCY  SITUATIONS  IN  FISCAL  YEAR  I860 

It  is  expected  tlint  oilier  acute  emergency  situations  will  occur  during  the  year. 
A nominal  sum  to  alleviate  less  costly  problems  of  this  tvpe  is  estimated  at 
$20.00(1. 

Total  estimated  cost  of  emergency  work,  $275,000. 

It  should  be  recognized  that  emergency  corrective  action  necessarily  will  require 
some  flexibility  in  the  solution  to  the  above  problems.  Under  these  circumstances, 
the  individual  problem  costs  should  be  taken  as  rough  estimates.  To  meet  the 
most  acute  situations  the  Public  Health  Service  is  carrying  out  temporary  emer- 
gency procedures  within  its  regular  Indian  program  activities.  Examples  of 
assistance  given  include  working  with  tribes  and  adjacent  communities  to  arrange 
for  transportation  of  water,  furnishing  water  disinfection  tablets  and  instructing 
families  in  their  use,  and  furnishing  technical  guidance  in  methods  for  permanently 
alleviating  the  emergency  conditions. 


FEDERAL  AVIATION  AGENCY 


STATEMENTS  OF  ELWOOD  R.  QUESADA,  ADMINISTRATOR;  A.  I. 
DEAN,  ASSISTANT  ADMINISTRATOR  FOR  MANAGEMENT  SERV- 
ICES; C.  H.  HARPER,  BUDGET  OFFICER ; D.  D.  THOMAS, 
DIRECTOR,  BUREAU  OF  AIR  TRAFFIC  MANAGEMENT;  AND 
J.  H.  TIPPETS,  ACTING  DIRECTOR,  BUREAU  OF  FACILITIES 


Budget  Estimate 

Chairman  Hayden.  Next  are  two  items  for  the  Federal  Aviation 
Agency,  involving  a transfer  of  $17  million  for  expenses  and  increases 
in  travel  limitations. 

The  supplemental  estimate  and  your  justification  will  be  placed 
in  the  record. 

You  may  proceed  with  your  statement. 

(The  justification  referred  to  follows:) 

SUPPLEMENTAL  ESTIMATE  IN  SENATE  DOCUMENT  No.  47 
“Federal  Aviation  Agency 
“expenses 

"For  mi  additional  amount  for  ‘Expenses’  $17,000,000,  to  he  derived  by  transfer 
from  the  appropriation  for  ‘Establishment  of  air  navigation  facilities’ , fiscal  year  i960; 
and  the  limitation  under  the  head  ‘Expenses'  in  the  Independent  Offices  Appropriation 
Act,  1960,  on  the  amount  available  for  expenses  of  travel  is  increased  from  ‘$13,600,000’ 
to  ‘$14,126,000’.” 

The  I960  appropriation  for  this  item  does  not  provide  adequate  funds  for 
operating  both  existing  airways  facilities  and  the  new  facilities  scheduled  for 
installation  during  the  year.  These  facilities,  including  large  numbers  of  radars, 
navigation  aids,  and  other  types  of  electronic  equipment,  are  urgently  needed  to 
aid  in  handling  safely  and  expeditiously  the  growing  volume  of  air  traffic.  This 
proposed  transfer  is  to  provide  funds  to  assure  that  the  new  facilities  will  be 
placed  in  service  promptly  as  they  are  installed,  and,  within  available  appropria- 
tion totals,  will  provide  a better  balance  between  the  Agency’s  operating  and 
new  facilities  programs. 


“ESTABLISHMENT  OF  AIR  NAVIGATION  FACILITIES 


“Not  to  exceed  $ 4,000,000  of  the  appropriation  made  available  under  this  head  in 
the  Independent  Offices  Appropriation  Act,  1960,  shall  be  available  for  expenses  of 
travel.” 

This  proposed  provision  is  to  clarify  the  Agency's  authority  to  incur  travel 
expenses  of  employees  engaged  in  the  procurement  and  installation  of  air  naviga- 
tion facilities. 


Expenses 

Request  (for  fiscal  year  1960) . ... $17,000,000 

Regular  appropriation  estimate,  1960 301,700,000 

Supplemental  request,  1960 17,  000,  000 

Budget  estimate  fiscal  year  1960 318,  700,  000 

Employment: 

Average  number,  1960  regular  estimate . _ 30,  678 

Number  involved  this  estimate- 32,  090 

Increase. 1,412 
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ruaroM  and  nbbd  for  supplemental  funds 

The  purpose  of  this  transfer  authority  Is  to  provide  funds  to  commission  new 
air  traffic  control  and  navigation  facilities  aa  they  become  available  for  service 
and  to  assure  adequate  funds  for  existing  facilities  and  services. 

ax ra N BBS 

For  an  additional  amount  for  expenses,  SI 7 million,  to  be  derived  by  transfer 
from  the  appropriation  for  “Establishment  of  air  navigation  faculties,’’  fiscal  yoar 
i860,  and  the  limitation  under  the  head  “Expenses"  in  the  Independent  Offices 
Appropriation  Act  1960  on  the  amount  available  for  travel  expenses  is  increased 
from  <13,600,000  to  <14, 126,000. 

Federal  Aviation  Agency  Expenses 


Proffram  and  financing 


Prceontty 

available, 

I960 

Revised 

estimate, 

I960 

Increase, 

I960 

Program  by  activities: 

1.  Traffic  management  and  facilities  maintenance 

2,  Itoscrtrch  direction  . 

1267, 70S,  000 

3.617.000 
26,00(1,000 

8.176. 000 

$284, 70S  000 

3.617.000 
26, 000. 000 

6.476.000 

+317,000.000 

3,  Flight  operations  and  airworthiness 

♦.  Administration  of  airport  program — 

Now  obligations!  authority 

New  obligation  a!  authority; 

Appropriation  i 

301, 700, 000 

+17,000,000 

301, 700, 000 

301,700,000 

17.000,000 

Transfer  from  “Establishment  of  air  navigation  facilities, 
Federal  Aviation  Agency"  

+17,000,000 

Appropriation  (adjusted) 

301, 700, 000 

31S700, 000 

+17,000,000 

I Amount  Included  In  conference  report,  Independent  offlooa  appropriation  bill,  I960. 


Object  classification 


- 

Presently 

available, 

i960 

Revised 

estimate, 

I960 

Increase, 

I960 

Total  number  of  permanent  positions 

Full-time  equivalent  of  all  other  positions . 

Average  number  of  all  employees* - * 

83,161 

202 

30,679 

31,821 

34,880 
231 
32,090 
34, 631 

+2,719 
+29 
+1,412 
+2, 710 

Number  of  employees  at  end  of  year 

01  Personal  services: 

Permanent  positions....- 

Positions  other  than  permanent 

1196,307,169 

833.960 

16,622,916 

1204,  488, 107 
006,814 
16, 362, 486 

+88, 181,028 
+72,864 
+629,870 

Other  personal  services 

Total  personal  services 

02  Travel.. 

212,963,744 
13, 600, 000 
2,661,973 
18,149,368 
11,491,844 
674,668 
7,478,905 
819,473 
16, 818,673 

4, 880,622 
12,790,465 
67,836 

221, 747, 496 
14,125,000 
2,856.582 
20, 787.448 
13,621,515 
585,658 

7, 599, 799 
819,473 
18,618,281 
5,006, 780 
13,341,153 
67,836 

+8. 783, 752 
+625,000 
+203,609 
+2,938,090 
+3,032,671 
+11,000 
+170,994 

03  Transportation  of  things 

04  Communication  services 

06  Rents  and  utility  services 

06  Printing  and  reproduction 

07  Other  contractual  services  — 

Services  performed  by  other  agencies. ...... 

08  Supplies 'and  materials 

09  Equipment 

+1,799,608 
+ 185,168 
+860,608. 

11  Qrants,  subsidies,  sad  contributions 

16  Taxes  and  assessments 

Subtotal 

302,137,440 

437,449 

319, 138, 020 
438,020 

+17,000,680 

+680 

Deduct  quarters  and  subsistence  chargee 

Total  obligations 

301,700,000 

318, 700,000 

+17,000,000 

Average  OS  grade  and  salary 

Average  salary  of  ungraded  positions...* ... 

, . ■ ■ 

8.6  16,818 
5,247 

8. 9 86, 520 

0,466 

9.1  86,617 

5.304 
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nBNRBAL  JUSTIFICATION 

For  the  "Expenses'!  appropriation  that  finances  the  operation  and  maintenance 
costs  of  ail  facilities  the  Congress  approved  S30J.7  million  or  about  823  million 
less  than  was  requested.  This  amount  is  $6  million  less  than  required  for  con- 
tinuing services  in  tolng  on  June  30,  1959  and  mandatory  increased  workload  of 
the  Agency,  and  provides  no  funds  for  new  facilities  and  services. 

To  alleviate  this  situation  it  is  recommended  that  $17  million  be  transferred 
from  the  “Establishment  of  air  navigation  facilities’'  appropriation  to  the  “Ex- 
penses” appropriation.  The  “Establishment  of  air  navigation  facilities”  appro- 
priation of  $Ia5.2  million  authorised  by  the  Congress  for  1960  will  only  finance 
the  most  urgently  needed  items  of  construction.  The  proposed  transfer  will  elimi- 
nate the  construction  of  important  facilities.  It  is,  however,  more  important  to 
achieve  a balanced  program  by  providing  the  necessary  funds  to  operate  facilities 
already  authorized  rather  than  construct  additional  facilities. 

It  is  not  practical  to  provide  for  the  additional  requirements  of  the  Agency 
within  the  regular  $301.7  million  appropriation  as  to  do  so  would  require  the  cur- 
tailment and  discontinuance  of  many  faoitities  now  in  operation  having  a higher 
priority  of  need  in  tho  nationwide  system  of  air  traffic  control  and  air  navigation 
than  new  facilities  and  services.  The  greator  portion  of  tho  facilities  now  in 
being  render  a basic  uoronautical  service  to  several  hundred  communities  through- 
out the  country  which  should  not  lie  impaired  or  curtailed  to  provide  new  or  im- 
proved facilities  and  services,  notwithstanding  their  importance. 

The  facilities  included  in  this  estimate  were  authorized  for  establishment  in 
1939  and  prior  “Establishment  of  air  navigation  facilities”  appropriations.  Equip- 
ment procurement,  construction,  and  installation  are  well  underway  with  comple- 
tion of  the  authorized  facilities  scheduled  throughout  the  current  fiscal  year. 
They  are  an  essential  irart  of  the  program  started  in  fiscal  year  1957  to  modernize 
and  improve  the  Nation's  airways.  To  delay  the  services  and  added  safety  to 
aviation  that  can  be  provided  through  these  facilities,  by  leaving  them  idle  once 
they  are  constructed  at  a substantial  cost,  defeats  the  very  purpose  for  which  they 
were  constructed. 

The  travel  cost  of  commissioning  new*  facilities  during  the  i960  fiscal  year  is 
estimated  to  be  $625,000.  Tho  travel  limitation  for  the  “Expenses”  appropriation 
as  approved  by  tho  Congress  is  $13.5  million.  This  entire  amount  is  needed  to 
carry  out  the  program  already  approved.  The  travel  requirements  of  FA  A are 
primarily  for  the  teahnical  training  of  new  employees  and  job  performance  travel 
of  engineers  and  maintenance  personnel,  which  cannot  be  reduced  without  cur- 
tailing the  program.  Therefore,  an  increase  in  the  travel  limitation  for  the  “Ex- 
penses” approDriation  from  $13.5  million  to  $14,125,000  is  requested. 


1980  regular  appropriation  adjusted  to  supplemental  estimate 


Permanent 

position! 

Total  man- 
year* 

Amount 

low  retidir  appropriation 

SI  IS) 

A 710 

30,078 

1.413 

3301.700,000 

17,000,000 

Bunnlemental  estimate.. . 

81,880 

3*080 

31*700,000 

NSW  FACIUTXKS  AND  RRLATRD  RXQtriRBMKNTg 


Air  route  traffic  control  center  and  long  range  radar. — These  facilities  are  utilized 
in  the  control  of  en  route  air  traffic  over  extensive  geographical  areas.  The  long 
range  radar  provides  positive  control  by  displaying  the  position  of  aircraft.  The 
following  additional  facilities  have  been  provided  for  in  this  supplemental  estimate: 


Number 

Avarice 

months 

Lour  ran  re  rider 

■ 

ATC  radar  beacon 

Atr  traffic  oontrol  center 

Center  alr/cround  peripheral  communion  tool 

n 

Air/froand  communication  reoelvcr/tfsngmJttar. 

ATO  center  relocation,  rents  and  utilities 

ISM. 

6 

• 

3 

7 

• 

7 
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Airport  traffic  control  tower $ and  terminal  area  rador.— Them)  facilities  provide 
the  menus  of  controlling  traffic  on  mid  around  airports.  Terminal  area  radar  aids 
this  control  by  displaying  the  position  of  aircraft  around  tiie  airport.  Facilities 
being  atldcd  in  ItlfiO  are  ns  follows: 


Number 

Average 

months 

AlrjK>rt  traffic  control  service _ __ .....  ..  . . ,a 

H 

Tower  resulting  from  separation  of  combined  station  mid  tower 

20 

Airport  surveillance  rruitir.  * ...... .... ...............  ...... 

2 

Precision  approach  radar... 

12  1 

Assumption  of  military  approach  control  (maintenance  of  7 for  fl-rnontli 
average) 

5 

Air  andi  ground  communication  receiver  and  transmitter 

mi  K and  VltK  direction  finder  equipment 

99 

19 

ATC  radar  training  simulators... 

62 

7 

0 

u 

7 

a 

ti 

vi 

u 


Air  traffic  communications  stations. — These  stations  relay  air  traffic  control 
information  and  provide  other  flight  assistance  to  pilots.  New  facilities  in  1'JtiU 
are  ns  follows: 


Number 

Average 

months 

SI  Jit  ton  resulting  from  separation  of  combined  station  and  tower 

10 

0 

Jtemote  communications  oullot 

2 *2 

7 

*2 

0 

Fully  automatic  tclotyixj  relay  system. „ 

0) 

ui 

■ 1 location. 

Air  navigation  facilities  ( VOUTAC ). — -VORTAC  is  a short-range  navigation 
system  which  demies  the  location  of  the  principal  airways  and  furnishes  pilots 
distance  and  direction  from  ground  stations.  The  I960  estimate  includes  the 
following  new  facilities: 


Number 

Average 

months 

TACAN  distance  equipment..- . , . 

100  I 

5 

57 

7 

VHF  onmldlrectleniU  test  equipment... 

dt 

Instrument  landing  systems. — The  instrument  landing  system  provides  pilots 
with  direction,  distance,  and  glide  slope  information  necessary  for  making  an 
approach  to  a runway  under  conditions  of  poor  visibility.  Twenty-four  addi- 
tional facilities  are  being  added  in  I9tt0  for  an  average  of  5 months. 

Approach  lighting.— Each  of  these  lighting  Bystems  id  a row  of  lights  extending 
outward  from  a runway  to  aid  pilots  during  landings.  Facilities  being  added  in 
i960  are  as  follows: 


Number 

Average 

months 

■ 31 

13 

22 

9 

9 

5 
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Air  navigation  facilities  ( LfMf ' and  markers ), — Those  facilities  provide  pilots 
wilii  direction  information  iitul  define  tho  locution  of  low  frequency-airways. 
Addit  ional  facilities  in  11)60  arc  as  follows: 


ConwlllU.. ... 

Itmilo  homing  hcaeon. . 
1,/M H radio  range,  loo]' 
Fun  murkor 


Number 


Average 

months 


1 

5 

1 

0 


3 

7 

12 

6. 


] lousing  and  miscellaneous. — This  item  covers  principally  the  maintenance  of  84 
living  quarters  in  remote  locutions  constructed  under  the  establishment  program, 
and  crash  rescue  and  firefighting  services  and  equipment  for  remote  locations  in 
Alaska  and  the  Pacific, 

Interphone  and  teletypewriter  co»tmwnic<j(»oHs  services. — These  services  provide  a 
nationwide  network  of  communications  circuits  used  to  relay  air  traffic  control 
information  and  lor  transmission  of  aviation  weather  data  and  reports,  The 
additional  requirements  in  11)00  are  as  follows: 


Miles 

Average 

months 

loterphonc: 

Increased  mileage, . . 

27,984 

7 

He  arrangement,  modernization,  and  expansion,,  „ . . 

7 

Klight  ass  1st uncii  service . . ....  . ..... 

1,314 

7 

fiS-1  2-diglt  dieting  sign  id  inf»  system 

7 

Installation  cost,  relocate  Honolulu  lower  and  station . . 

Teletypewriter: 

6. 

Service  A general  Improvement— express  circuit,  sujiervisory  circuit,  rear- 

7,148 

ft 

Sc  rvioo  fi  parallel  am  lor  circuit  . , . 

3, 600 
G7H 

0 

Scrvlon  It  extend  international  circuit 

9 

Service  11  extend  orea circuits  to  military  bases., . . . . . . ... 

1.000 

3,663 

9 

to 

Increased  interphone  mileage. — This  requirement  covers  additional  circuitry 
needed  to  provide  more  expeditious  interfacility  coordination  of  aircraft  under- 
radar  control  generally  and  as  required  due  to  radar  handofls  for  civilian  and 
military  jet  operat  ions,  and  to  reduce  delays  during  peak  periods  as  well  as  to 
keep  pace  with  the  overall  increases  in  air  traffic  activity,  Included  are  16,423 
miles  for  direct  intercenter  communications;  0,409  miles  for  center  en  route  con* 
trol,  and  5,152  miles  for  tower  en  route  control. 

Rearrangement,  modernization,  and  expansion  of  terminal  interphone  equipment. — 
Modernization  and  expansion  of  equipment  is  required  to  install  new  PBX  (un- 
attended telephone  exchange)  systems,  terminal  equipment  to  accommodate  new 
signaling  system,  terminate  additional  circuits,  and  to  keep  pace  with  the  general 
advances  in  equipment  design  and  engineering.  Rearrangement  of  equipment  is. 
necessitated  generally  due  to  facility  relocations,  combinations  or  separations 
and  expansions. 

Flight  assistance  services. — A program  of  preflight  assistance  service  (pilot  . 
briefing  and  flight  plan  filing)  by  means  of  an  interphone  line  between  pAA 
facilities  and  adjacent  localities  was  established  in  1959,  This  increase  would 
provide  the  service  at  66  additional  locations  where  50  or  more  active  aircraft  - 
are  based  at  adjacent  airports. 

SS-1  two-digit  dialing  signalling  system. — This  item  replaces  obsolete  types  of 
code  and  voice  signaling  arrangements  between  centers  and  other  facilities  with 
the  newly  developed  SS-*1  type  two-digit  dialing  signaling  system  which  greatly 
improves  operating  efficiency  by  reducing  the  critical  time  element  in  handling 
interfacility  communications. 

Installation  cost,  relocate  Honolulu  tourer  and  station. — These  facilities  are 
scheduled  for  relocation  to  a new  terminal  building  requiring  the  relocation  of 
interphone  facilities. 

Teletypewriter  services  A , B,  C,  and  O increased  speed.-— This  item  covers  tho 
cost  of  increasing  the  speed  at  which  all  teletypewriter  equipment  will  operate, 
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from  76  to  100  words  per  mlnutef;  thus  nesting  the  need  for  more  rapid  transmis- 
sion of  aircraft  flight  progress  reports  and  weather  information. 

Teletypewriter  service  “A"  general  improvement. — Three  basic  Improvements  to 
the  service  A weather  network  are  provided  by  this  item:  (1)  Establishment  of  a 
600  word  per  minute  cross-country  express  circuit  connecting  Now  York,  Wash- 
ington, Cleveland,  Atlanta,  Now  Orleans,  Chicago,  Kansas  City,  Fort  Worth, 
IDonver,  Salt  Lake  City,  and  San  Francisco;  (2)  a supervisory  or  bnokup  circuit 
to  the  above  which  will  operate  at  100  or  000  words  per  minute;  and  (3)  rearrange- 
ment of  the  area  weather  circuits  and  an  inoroaso  in  the  number  of  areas  from  12 
to  15.  All  three  of  these  improvements  will  pro vido  faster  and  more  aociirnto 
distribution  of  weather  information  for  air  traffic  management  purposes. 

Teletypewriter  service  "B”  parallel  center  circuit. — Tills  itom  covers  the  cost  of 
leasing  lines  for  the  proposed  new  eastern  center  If  circuit  which  will  parallel  tlio 
eastern  portion  of  tne  prosent  center  If  circuit.  Tho  12  centers  (Chicago  east- 
ward) handle  about  72  percent  of  tho  IFR  peak-day  trafllo,  This  new  circuit 
would  be  a supplement  to  the  sorvico  B system  now  In  operation  and  would  provide 
a duplex  typo  operation  for  flight  messages. 

Teletypewriter  service  I),  extend  international  circuit. — In  view  of  tho  pending 
discontinuance  of  a radio  teleprinter  circuit  between  Anchorage  nml  San  Fran- 
cisco, it  will  be  necessary  to  extend  an  international  B circuit  from  San  Francisco 
to  Seattle. 

Teletypewriter  service  B,  extend  to  military  bases. — Tho  purpose  of  extending  the 
area  If  circuits  to  military  bases  is  to  collect  military  IFR  flight  plans.  Such 
extensions  would  originate  from  tho  nearest  air  traffic  communication  station  and 
terminate  in  the  military  operations  offices.  About  45  locations  aro  involved. 
Teletypewriter  service.  0,  synoptic  weather  circuit. — This  item  provides  a 100 
word  per  minute  circuit  connecting  tho  international  air  traffic  communications 
stations  at  San  Francisco,  New*  York,  and  Miami  for  tho  exchange  of  synoptio 
(upper-air)  weather  information  through  the  World  Meteorological  Organization. 

/ldpance  recruitment  for  1961  new  facilities. — This  itom  provides  for  tho  recruit- 
ment of  i>crsonnct  in  tno  latter  part  of  I960  to  operate  and  maintain  now'  facilities 
scheduled  to  l>c  placed  in  service  early  in  1061.  An  average  of  2 months  has  been 
provided  for  817  positions  for  the  following  facilities: 

Mrnter  of 

« m *!■ . > iiiii.. 


Type  of  facility:  fadtutu 

Long-range  radar. . . - 3 

Airport  surveillance  radar . - . . 21 

Air  traffic  control  radar  beacon 3 

Air  route  traffic  control  center  computers 4 

Airport  surface  detection  equipment .... 5 

TACAN  distanco  equipment ....... 82 

VHF  omnidirectional  radio  range ....... 22 

Instrument  landing  system-... ......... 9 


Technical  training,  maintenance .■ — Expansion  of  the  maintenance  training  pro- 
gram will  be  necessary  in  1960  to  provide  qualified  personnel  required  in  the 
maintcnanco  of  air  navigation  facilities.  The  courses  involving  additional  stu- 
dents in  1960  are  tabulated  below,  together  with  the  June  30,  1669,  program  level. 
The  communications  equipment  course  is  being  modified  to  include  a requirement 
for  multichannel  recorder  and  tone-channeling  equipment  instruction.  Teletype 
equipment  instruction  (electrioal)  is  being  removed  from  the  communications 
equipment  course  and  combined  with  the  teletype  mechanical  course  to  meet  the 
need  for  this  type  of  training.  A pre-VOR  course  is  planned  to  prepare  new  and 
lees  experienced  technicians  for  the  regular  VOR  course.  Also  an  increase  in 
the  capacity  of  the  TACAN  course  is  needed  to  meet  the  need  for  trained  tech- 
nicians for  TACAN  facilities.  The  total  program  requires  an  increase  of  126 
positions  for  instructor  staffs  and  related  technical  services  and  administrative 
workload  at  the  Aeronautical  Center  for  the  new  and  modified  courses  mentioned 
above  and  to  continue  the  current  level  of  instruction  in  other  areas.  The  overall 
training  program  requires  an  increase  of  205  positions  to  provide  relief  for  mainte- 
nance technicians  wnile  attending  centralised  courses  at  the  Aeronautical  Center. 
In  addition,  funds  are  requested  for  200  trainee  positions  to  provide  a reservoir  of 
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employees  who  cun  obtain  training  nnd  experience  thereby  permitting  them  to 
qualify  und  he  pluced  into  n working  ponition  without  deluy  when  u vacancy 
occurs. 


CmirM> 

June  Si.  HIM), 
Hltlilttlt 
cuciU'lly 

Aildltlumil 
utlll  Units, 

I wo 

T«tn1 

stilfU'lits, 

limit 

TACAN 

AM 

r.i2 

I’rn-VOK . 

20H 

Toletyi'O - 

AH 

•JIM 

■m 

"rktarmhnmknt  ok  aiu  navigation  kacii.itikb 

"Not  to~rxccf<r$  4,000, 000  of  the.  appropriation  made  under  this  hand  in  the  I Tide-—  ■ 
pendent  Offices  Appropriation  Act,  OHIO,  shall  be  available  fur  expenses  of  travel.'’ 

BXH.ANATION  op  i.anguaok  ciianok 

This  proponed  clmnge  in  required  to  clarify  the  language  for  (his  appropriation 
contained  m the  Inde|Kuident  OlliccH  Appropriation  Act,  Hlfilt,  and  docs  not 
constitute  a reipiest  for  increased  appropriation!*.  The  requirement  of  funds 
for  travel,  in  executing  the  Agency’s  program  for  establishment  of  air  navigation 
facilities  in  inherent  in  the  nature  or  the  work  to  lie  accomplished.  The  major 
portion  of  the  funds  used  for  travel  is  needed  to  defray  the  cost  of  per  diem  and 
transportation  expenses  of  engineers  and  field  construction  crews  engaged  in  the 
da.v-to-dny  effort  of  establishing  the  air  navigation  aids  which  comprise  our 
Federal  airways  system. 

It  has  been  our  practice  for  many  years  to  budget  for  and  justify  our  require- 
ments under  this  appropriation  on  n project  basis.  Under  Inis  system  wo  also 
adopted  the  procedure  of  rellectiug  relatively  few  object  classes  of  expenditure. 

In  the  instance  of  travel,  costs  of  tin's  nature  were  charged  to  specific  projects 
and,  further,  treated  and  identified  as  costs  of  construction  and  equipment  in 
lieu  of  being  identified  as  travel.  Our  estimate  for  the  current  fiseal  year  1900 
was  prepared  on  a similar  basis  and  therefore  does  not  specifically  identify  an 
amount  us  a truvel  requirement. 

.Section  JU2  of  HJt.  7010,  Stith  Congress,  reads  in  pertinent  part  aa  follows: 

“Where  appropriations  in  this  title  are  expendable  for  travel  expenses  of  em- 
ployees and  no  specific  limitation  has  been  placed  thereon,  the  expenditures  for 
such  travel  expenses  may  not  exceed  the  amount  set  forth  therefor  in  the  budget 
estimates  submitted  for  tho  appropriations  * * V* 

In  view  of  this  general  provision  and  the  fact  that  we  do  not  have  an  amount 
specifically  set  forth  as  travel  cost  related  to  this  program,  we  have  hcen  advised 
by  the  General  Accounting  Office  to  seek  clarification  of  the  appropriation  lan- 
guage as  it  pertains  to  this  item  of  expense. 
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Prcgram  onrt  financing 


Presently 

ovnlluMp, 

1U0M 


Revised 

estimate, 

1H0U 


Increase  (+) 
or  dei-rmisc 


Program  by  activities: 

1,  Air  iinvluftlioit  facilities: 

<a>  VORTAT — 

<6)  l^iw/miMtlmn  frequency  nnd  markers 

(c)  Instrument  landing  systems 

(d)  Approach  lighting  

(*)  Intermediate  Helds  and  bcnoons 

2.  Kn  route  tralll c control  Alda: 

(а)  I<ong-rfltuto radar ...» . 

(б)  Air  rouli>  tralllc  oontrut  editors.. 

(f)  Air  traffic  communications  stations 

(d)  International  nlr  traffic  communications  sta- 
tions   

it.  Terminal  traffic  control  fids: 

(а)  Airport  traffic  control  towora 

(б)  Terminal  area  radar 

4.  Supporting  facilities; 

to)  FMuht  Inspection  ami  logistics  aircraft..  ... 

(A)  Housing,  utilities,  and  miscellaneous  facilities.. 


$i»,  .to.  oon 
7ti).  mo 
4,  MS),  IKK) 
ft,  .100, 000 
1,  WO,  000 

37.700.000 

20.600.000 
It.  700, 000 

3,200,000 

7.  mo,  ono 

13.100.000 

ft,  630. 000 

3.806.000 


$17,060, 000 
700.00(1 
4.M7, 0(X) 
fl,  8SS,  000 
1,600,000 

31, 721, (XX) 
20.600.000 

8. 636.000 

3. 200. 000 

(1,016,000 

12,102.000 

7.990.000 

3.865.000 


-$1,1(66,000 

‘"-motio 

-015,000 

— fl,  070.  (XX) 
— to«,  oori 

—686, 000 
—008,000 

-640,000 


Total  obligations 

financing: 

Unobligated  balance  brought  forward 
Unobligated  balance  oonlcd  forward.. 

Now  obligations!  authority 


188,000.000 

-74,908,031 
74. 108,031 

136,200,000 


126,000,000 


-11,000,000 


-74,900,031  

as,  loo,  cut  -8,000,000 

118.200,000  -17.000,000 


New  obligation*!  authority: 

Appropriation  ■ 

Transfer  to  “Exitcnva,  Federal  Aviation  Agency" 

Appropriation  (adjusted) 


136,300,000 


136.300,000 

-17,000,000 


-17,000,000 


136.300.000 


118,200,000 


-17,000,000 


' Amount  included  in  conference  rviwt,  Independent  office*  appropriation  bill,  1960. 


Object  clawi/lcaUon 


Total  number  of  permanent  positions.  ... 
Full-time  equivalent  of  all  other  positions 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year 

01  Personal  services: 

Permanent  positions 

Positions  other  than  permanent... 
Other  personal  services 

Total  personal  services 

02  Travel 

07  Other  contractual  services 

09  Equipment 

10  Lands  and  structures 

11  Grants,  subsidies,  and  contributions.. 

15  Taxes  and  assessments 

Total  obligations 

Average  OS  grade  and  salary 

Average  salary  of  ungraded  positions 


Presently 

available, 

I960 

Revised 

estimate, 

1960 

Increase  {+) 
or  decrease 
(-),  I960 

1,636 

13(1 

1.610 

130 

1.308 

1,630 

-20 

1,392 

1,626 

— 24 
-26 

$7,447,289 

698,498 

613,814 

$7,304,200 
098, 498 
633.470 

-$143,080 

— id,  344 

8089,661 

8 638168 

4.000,000 

1,302.300 
78  000,000 
32. 672. 303 
474.773 
24,396 

-163,433 

+4,008000 

1,392,360 
ft7,  ano.non 
38,210,609 
482.662 
24,878 

-9,200,000 
-6. 638,  DOR 
-7,  779 

-482 

138000,000 

126.000,000 

-11, 008  000 

7.9  6,381 

4,766 

11  6.088 

4,693 

8 1 8086 
4.700 

Request  for  Transfer  of  Funds 

Mr.  Qukdada.  I have  a short  statement  which  might  bring  mu- 
problem  in  sharp  focus  and  will  be  of  interest  to  the  committee. 

I am  appearing  beiore  you  today  not  to  request  additional  funds  for 
the  Federal  Aviation  Agency,  but,  rather  to  urge  your  approval  of 
several  changes  in  the  language  of  the  independent  offices  appropria- 
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lion  bill  for  1900,  which  are  essential  if  we  are  to  turn  our  appropriations 
moat  effectively: 

1.  There  in  ii  need  1o  transfer  $17  million  from  the  establishment  of 
air  navigation  facilities  appropriation  to  the  expenses  appropriation 
to  assure  effective  operation  el  existing  facilities  and  operation  of  new 
facilities  as  they  are  ready  for  service. 

2.  There  is  a related  requirement  to  increase  the  travel  limitation 
in  the  expenses  appropriation  from  1/5.5  million  In  $14,125,000. 

5.  Clarifying  language  for  the  establishment  of  air  navigation 
facilities  appropriation  is  being  requested  to  permit  the  continued 
expenditure  of  muds  for  essential  travel  which  is  needed  to  accomplish 
tins  program. 

I have  carefully  reviewed  the  ejects  on  the  programs  of  the  Federal 
Aviation  Agency  of  the  reductions  mudo  by  the  Congress  in  the  esti- 
mates transmitted  by  the  President  for  the  i 900  fiscal  year. 

1 have  given  particular  at  tention  to  the  requirements  for  the  opera- 
tion and  maintenance  of  air  traffic  management  and  uir  navigation 
facilities,  which  arc  financed  by  the  expenses  appropriation. 

It  is  clear  to  us  that  the  $301.7  million  approved  by  the  Congress 
for  this  appropriation  will  not  provide  sufficient  funds  to  adequately 
man  existing  facilities  and  at  the  same  time  commission  new  equip- 
ments as  they  will  be  ready  for  service  during  1960. 

Senator  Saltonstall.  General  Quesada,  will  you  permit  an  in- 
terruption? 

Mr.  Quusada.  Yes,  sir. 

Senator  Sai/tonstall.  There  are  two-  I have  the  budget,  bill 
before  me — expenses  and  establislunent  of  air  navigation  facilities. 
The  Senate  gave  you  what  you  wanted  pretty  near  and  in  conference 
it  was  cut  down. 

What  you  urc  doing  is  taking  $21  million  out  of  the  account  estab- 
lishment of  air  navigation  facilities  and  putting  it  over  into  your 
expenses  in  order  to  operate  existing  facilities  or  those  facilities  that 
are  now  being  built;  is  that  correct? 

Mr.  Quksada.  That  is  absolutely  correct.  Seventeen  million 
dollars,  however. 

Senator  Salto n stall.  $17  million  plus  $4  million  more  for  expenses 
of  travel  and  so  forth? 

Mr.  Harper.  No,  sir;  the  $4  million  is  a travel  limitation  within  the 
establishment  appropriation.  It  is  not  a transfer  to  the  expenses 
appropriation. 

Senator  Saltoxstall.  So  that  is  confined  to  handling  the 
$315,200,000? 

Mr.  Hakpkr.  Yes,  sir. 

EFFECTS  OF  TRANSFER 

Senator  Saltoxstall.  In  doing  that  you  are  knocking  out  the 
establisliment  of  a number  of  new  authorizations  for  which  we 
thought  there  were  appropriations. 

Am  I not  correct  in  that? 

Mr.  Quesada.  By  transferring  the  funds  from  the  establishment  of 
air  navigation  facilities  to  the  operating  appropriation  sve  will  be  delay- 
ing the  acquisition  of  eertain  new  equipment. 

Senator  Saltonbtall.  And  eight  of  those  are  in  Massachusetts, 
that  is  why  I am  rather  interested. 
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Senator  Maonuson.  Senator  SallonBtall,  in  our  committee  hearing 
they  asked  for  restoration  from  the  House  figure  of  $41,700,000  which 
would  take  care  of  this  program. 

Mr.  Quksada.  Which  would  have  taken  caro  of  it. 

Senator  Maonuson.  Would  have  taken  care  of  it.  Now,  the  con- 
ference gave  $18,500,000.  Now  the  transfer  of  the  $17  million  will 
put  it  back  in,  put  it  in  such  shape  that  the  general  can  take  care  of 
thesu  items  that  wore  all  listed  in  the  hearings, 

Mr.  Quksada.  All  those  items  that  wero  listed. 

Senator  Maonuson.  Either  existing  facilities  or  facilities  under 
contract,  or  facilities  lo  be  bought  to  get  the  program  going. 

Mr.  Quksada.  It  would  permit  us  to  operate  and  man  facilities 
that  will  come  in  being.  Appropriations  to  contsruct  thoso  facilities 
have  been  authorized  by  prior  congresses. 

Otherwise,  they  would  remain  idle. 

RBQUE8T  FOR  BEVISED  LIST  OF  FACILITIES 

Senator  Maonuson,  Now,  I think  what  you  should  do  because  this 
will  bo  a separate  hearing,  is  furnish  a record  of  the  revised  list  of  tho 
facilities  to  be  operated,  showing  which  facilities  you  contemplate 
can  bo  operated  under  tho  restoration,  if  tho  $17  million  is  restored, 
and  which  facilities  cannot  bo  operated  unless  tho  transfer  is  approved. 
Mr.  Quksada.  Wo  can  do  that  very  easily. 

Senator  Saltonstall,  And  one  more  tiling:  Tho  facilities  that 
are  authorized  that  were  going  to  he  built  under  tho  establishment  of 
air  navigation  facilities  that  have  had  to  be  eliminated. 

Mr.  Quesada.  Wo  will  bo  glad  to  do  that,  too. 

(The  information  roforred  to  follows:) 

New  Facilities  That  Will  Bb  Commissioned  if  $17  Million  Transfer 
From  Establishment  of  Air  Navigation  Facilities  Appropriation  Is 
Approved 


AIR  ROUTE  TRAFFIC  CONTROL  CENTERS  AND  LONG  RANGE  RADAR 


Mont&uk  (L.I.),  N.Y. 
Roanoke,  Va. 

El  Paso,  Tex. 
Houston,  Tex. 
Jackson,  Miss. 
Nashville,  Tenn. 


Buffalo,  N.Y. 
London,  Ohio 
Montauk,  N.Y. 
Pittsburgh,  P». 
Roanoke,  Va, 
Benson,  N.C. 

El  Paso,  Tex. 


Long  range  radar  (17) 

Orlando,  Fla. 

Pensacola,  Fla. 
Texarkana,  Ark. 
LaGrange  (Goshen),  Ind. 
Fresno,  Calif. 

Klamath  Falls,  Oreg. 

A TC  radar  beacons  (1 9) 

Jackson,  Miss. 
Montgomery,  Ala. 
Pensacola,  Fla. 
Texarkana,  Ark. 
Minneapolis,  Minn, 
Fresno,  Calif. 


Las  Vegas,  Nev. 
Needles,  Calif. 

Paso  Robles,  Calif. 
Salem,  Oreg. 
Sacramento,  Calif. 


Klamath  Falls,  Oreg. 
Las  Vegas,  Nev. 
Mesarica,  N.  Mex, 
Phoenix,  Ariz. 
Sacramento,  Calif. 
Salem,  Oreg. 
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Balboa,  C.  Z. 


Air  traffic  control  center  ( 1 ) 

Center  air/ground  peripheral  communications  (61) 


Abilene,  Tex. 

Atlanta,  (in. 

Augusta,  Ga. 

Bristol,  Twin. 
Brownsville,  Tex. 
Corpus  Christi,  Tex. 
Fort  Smith,  Ark, 
Gainesville,  Fla. 
Greensboro,  N.C, 
Guthrie,  Tex. 

Hugo,  Okia. 

Odessa,  Tex. 

Ponca  City,  Ok  la. 
Spiirtiiiisburg.  S.C. 
Vnldostu,  On.  (Moody 
AFB) 

Akron,  Colo. 
Bellingham,  Wash. 
Delta,  Utah 


Douglas,  Wyo. 

Dubois,  Wyo. 

Fort  Bridget,  Wyo, 
Helena,  Mont.  (Town- 
send) 

La  Junta,  Colo. 
Lcwistown,  Mont. 
Livingston,  Mont. 
Needles,  Calif. 
Pendleton,  Orcg. 

Ponca  City,  Okia. 
Portland,  Orcg. 
Pyramid  Lake,  Nev, 
Baton,  N.  Mcx. 
Rawlins,  Wyo, 
Sheridan.  Wyo.  (2) 
Tcxioo,  Tucumcari, 

N.  Mcx. 


Tucumcari,  N.  Mex, 
Twin  Falls,  Idaho 
Ukiah,  Calif. 
Winnernucca,  Nev. 
Bethel,  Alaska 
Betties,  Alaska 
Fort  Yukon,  Alaska 
Galena,  Alaska 
Juneau,  Alaska 
King  Salmon,  Alaska 
Nome,  Alaska 
Point  Barrow,  Alaska 
Talkneetna,  Alaska 
Urniat,  Alaska 
Woody  Island,  Alaska 
Yakutat,  Alaska 
McGrath,  Alaska 


Air/grourul  communication  receiver /transmitters' (4) 


Cleveland,  Ohio  Chicago  (Midway),  111. 

San  Antonio,  Tex.  Spokane,  Wash. 


A TC  center  relocation,  rents  and  utilities  (6) 

Cleveland,  Ohio  Indianapolis,  Ind. 

Atlanta,  Ga.  Oakland,  Calif. 

Jacksonville,  Fla. 


AIRPORT  TRAFFIC  CONTROL  TOWERS  AND  TERMINAL  ’AREA^RADAR 


Atlantic  City,  N.J. 
Huntington,  W.  Va. 
Williamsport,  Pa, 
Oklahoma  City,  Okia. 


Airport  traffic  control  service  (11) 

Champaign,  III.  Oxnard-Ventura,  Calif, 

Lincoln,  Nebr.  Santa  Ana,  Calif. 

Concord,  Calif.  Spokane,  Wash. 

Ogden,  Utah 


Tower  resulting  from  separation  of  combined  stalion/tower  (20) 


Baltimore,  Md. 
Binghamton,  N.Y. 
Burlington,  Vt. 
Norfolk,  Va. 
Rochester,  N.Y. 
Syracuse,  N.Y. 
Toledo,  Ohio 


Bristol,  Tenn. 
Charlotte,  N,C. 
Chattanooga,  Tenn. 
Columbia,  S.C. 
Corpus  Christ  i,  Tex. 
Greensboro,  N.C. 
Greenville,  S.C. 


Little  Rock,  Ark. 
Midland,  Tex, 
Tampa,  Fla. 
Savannah,  Ga. 
Fort  Wayne,  Ind. 
Boise,  Idaho 


Airport  surveillance  radar  (2) 


Atlantic  City,  N.J. 
Little  Rock,  Ark. 


Atlantic  City,  N.J. 
Pittsburgh,  Pa. 
Dallas,  Tex, 
Houston,  Tex. 


Precis  ion  approach  radar  (12) 

Detroit,  Mich.  Oakland,  Calif. 

Indianapolis,  Ind.  Portland,  Orcg. 

Kansas  City,  Mo.  San  Francisco,  Calif. 

St.  Louis,  Mo.  Seattle,  Wash. 
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Military  approach  control 


Beaufort,  Morehead,  N-C- 
Dyess,  Abilene,  Tex. 
RobbioB,  Macon,  Ga. 


Beaufort,  Morehead,  N.C- 
JDvess,  Abilene,  Tex. 
Moody,  Valdosta,  Ga. 
Perrin,  Sherman,  Tex. 


Operations  (5) 

Lincoln,  AFB,  Nebr. 
Mather,  Sacramento,  Calif. 

Maintenance  (7) 

Robbins,  Macon,  Ga. 
Lincoln  AFB,  Nebr. 
Mather,  Sacramento,  Calif. 


« 


Air! around  communications  receiverltransmitter  (80) 


Atlantic  City,  N.J. 
Cleveland,  Ohio 
Huntington,  W.  Va. 
Trenton,  N.J. 
WiJIiamapOrt,  Pa. 

Hot  Springe,  Ark. 

Key  West,  Fla. 
Oklahoma  City,  Okla. 
Piainview-Tox. 
Sarasota,  Fla. 


Wichita  Falls,  Tex. 
Cedar  Rapids,  Iowa 
Champaign,  111. 
Green  Bay,  Wie. 
Kalamazoo,  Mich. 
Lincoln,  Nebr. 
Milwaukee,  Wis, 
Oshkosh,  Wie. 
Concord,  Calif. 
Fresno,  Calif. 


Fullerton,  Calif. 

Grand  Junction,  Colo. 
Ogden,  Utah 
Oxnard- Ventura,  Calif. 
Roswell,  N.  Mex. 

Santa  Ana,  Calif. 

Santa  Rosa,  Calif. 
Spokane,  YVasb. 
Torrance,  Calif. 


ATC  radar  training  simulators  (68) 

En  route  facilities  (10) 

Cleveland,  Ohio  Jacksonville,  Fla.  Detroit,  Mich. 

Washington,  D.C.  Memphis,  Tenn.  Kansas  City,  Mo. 

Atlanta,  Ga.  Miami,  Fla.  Oakland,  Calif, 

Fort  Worth,  Tex. 

Terminal  facilities  (42) 


Baltimore  (Friendship),  Md. 
Boston,  Mass. 

Cincinnati  (Grater),  Ohio 
Cleveland,  Ohio 
Columbus,  Ohio 
Dayton,  Ohio 

Louisville  (Standiford),  Ky. 
New  York  (Idlewild).  N.Y. 
New  York  (La  Guardia),  N.Y. 
Newark,  N.J. 

Philadelphia,  Pa. 

Pittsburgh,  Pa. 

Washington,  D.C. 

Atlanta,Ga. 

Dallas,  Tex. 

Houston,  Tex. 

Jacksonville,  Fla. 

Miami,  Fla. 

Montgomery,  Ala. 

Nashville,  Tenn. 

New  Orleans,  La. 


Tampa,  Fla. 

Waoo,  Ter 

Chicago  (Midway),  111. 

Chicago  (O'Hare),  111. 

Detroit  (Willow  Run),  Mich. 

Kansas  City,  Mo. 

Minneapolis,  Minn. 

Omaha,  Nebr. 

St  Louis,  Mo. 

Wichita,  Kans. 

Albuquerque,  N.  Mex- 
Denver,  Colo. 

Los  Angeles,  Calif. 

Oakland,  Calif. 

Portland,  Oreg. 

Riverside  (March  RAPCON),  Calif. 
San  Diego,  Calif. 

San  Francisco,  Calif. 

Seattle  (Tacoma),  Wash. 

Tacoma  (McChord  RAPCON),  Wash. 
Honolulu,  Hawaii 


AIB  TRAFFIC  COMMUNICATIONS  8TATIONB 

Station  resulting  from  separation  of  combined  station  tower  (10) 

Norfolk,  Va.  Greensboro.  N.C.  Tampa,  Fla. 

Bristol,  Tenn.  Midland.  Tex.  Fort  Wayne,  Ind. 

Chattanooga,  Toon.  Savannah,  Ga.  Boise,  Idaho 

Columbia,  S.C. 
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Remote  communications  outlet  (22) 

Baltimore,  Md.  Corpus  Christi,  Tex.  Columbus,  N,  Mex. 

Binghamton.  N.Y.  Flippin,  Ark.  Douglas,  Wyo. 

Burlington,  Vt.  Greenville,  8.C.  Ellensburg,  Wash. 

Pulaski,  Va.  Laredo,  Tex.  Gooding,  Idaho 

Rochester,  N.Y.  Little  Rock,  Ark.  Whitehall,  Mont. 

Syracuse,  N.Y.  Marianna,  Fla.  Winnemucca,  Nev. 

Toledo,  Ohio  Kokomo,  Ind.  Zuni,  N.  Mex. 

Charlotte,  N.C. 

Stations  relocated  ( 6 ) 

Pulaski,  Va.,  to  Bluefield,  W.  Va.  Douglas,  Wyo.,  to  Worland,  Wyo. 

Flippin,  Ark.,  to  Harrison,  Ark.  Ellensburg,  Wash.,  to  \V enatcheo,  Wash. 

Columbus,  N.  Mex.,  to  Demlng,  N.  Mex.  Zuni,  N.  Mex.,  to  Gallup,  N.  Mex. 

Air  ground  communication  receiver  I transmitter  (2) 

Long  Beach,  Calif.  Santa  Barbara,  Calif. 

Fully  automatic  teletype  relay  system  (1) 

Honolulu,  Oahu,  Hawaii. 

AI&  NAVIGATION  FACILITIES  (VORTAC) 


TACAF  distanc*  equipment  {109) 


Akron  (Wellington),  Ohio  Baton  Rouge,  La. 
Atlantic  City,  N.Jv'  Big  Springs,  Tex. 


Attica,  Ohio 
Blackford,  Va; 

Bradford,  P #1 
Brushy  Rub,  W.  Va. 
Cameron/'  Pa. 

Central  City,  Ky. 

Colts  Neck,  N.J. 
Commack,  N.Y. 
CraigsviJle,  Va. 

Elmira,  N.Y. 

Findlay,  Ohio 
Franglin,  Va. 

Garrett,  Pa. 

Hartford,  Conn. 
Johnstown,  Pa. 

Linden,  Va. 

Nantucket,  Mass. 

New  Haven,  Conti. 
Presque  Isle,  Maihe  * 
Robbirayille,  N.J. 

St.  Thomas,  Pa. 
Patuxent,  Md.  r 

i VA 

Thornhurst  (Caldwell),  Pa 
Tidioute,  Pa.  X 
Tower  City,  Pa,  x 
Tyrone,  Pa.  ^ 

Washington,  D.C. 
Worcester,  Mass. 
Zanesville,  Ohio 
Abilene,  Tex. 

Alice,  Tex, 

Alma,  Ga. 

Ardmore,  Okla. 

Athens,  Ga. 


Bristol  (Tri-City),  Tenn 
Columbia?  S.C. 
Columbus,  Mi®. 

-FT Dorado,  Ark. 

El  Paso,  Tex. 
Fayetteville,  Ark. 
KiiJgfisher^Qkla.' 
LjggvIe^Gregg 

MtflJonoygh,  Ga, 

Mqoile,  Ala. 

/MUscle  Shoals,  Ala. 

, i 

Raffeign,  N;C.  ’ 

. Rock  Springs,  TeX. 

tavannah,,'Ga.  .• 
partansburg,  JKQ. 
Sulphur" Springs,  |Tcx. 
ToccoajOk.  \ 
Tallahassdie,  Fla.  ! 
Tuscaloosa',  Ala.  \ 
Tuskeegee, -Ala. 

Vienna,  Ga.; 

. Columbia.  Mo. 

Dupree,  S.  Dak. 

Grand  Island,  Ncbr. 
Huron,  S.  Dak. 

- Jowa  City,  Iowa^.^  ' 

Kritn^dtid.- — 

Lafayette,  Ind. 

Liberal,  Kans. 

Lone  Rock,  Wis. 
Mankato,  Kans. 

Maples,  Mo. 

Marquette,  Mich. 


Minneapolis,  Minn. 
>NapervUle,  III. 
Nodine,  Minn. 
Rochester,  Minn. 
Sioux'City,  Iowa 
SmithWiek,  S.  Dak. 
Westpoint,  Ind. 
Winner,  Si  Dak. 
Wolbach,  tyebr. 
Alamosa,  Colo. 
Arlington,  Calif. 
Rillinga,  Moht. 
BJythe,  Calif.- 
Bbnneville,  Utah 
Cherokee,  Wyo. 
Cochise,  Arizl 
Dunoir,  Wyo; 

El  Centro,  Cklif. 
^Fresno,  Califi 
Oaviota,  Calif. 

§lla  Bend,  Aria. 

unnistoru  Colo. 
Hermosa,  Calif. 
Monterey,  Calif. 
Newbefg,  Oreg. 
Olympia,  Wasn. 
Optario,  Calif. 

Tobe,  Colo. 

Ukiah,  Calif. 
Anchorage,  Alaska 
Bethel,  Alaska 
Cold  Bay,  Alaska 
Fairbanks,  Alaska 
King  Salmon,  Alaska 
Sisters  Island,  Alaska 
Kenai,  Alaska 
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VHP  omnidirectional  radio  range  (67) 


Atlantic  City,  N.J. 
Beulahville,  Va. 

Blackford,  Va. 

Brushy  Hun,  W.  Va. 
Buckeye,  W.  Va. 

Cainoron,  I'a. 

Cincinnati  (Lunkcn),  Ohio 
Commaok,  N.Y. 
Cruigsville,  Va. 

Franklin,  Va. 

Garrott,  Pa. 

Hyannis,  Mass. 

Keating,  Pa. 

Kenncbunk,  Maino 
Linden,  Va. 

Mystic,  Ky. 

New  Haven.  Conn. 

Rikcr  Island,  N.Y. 
Rohbinaville,  N.J. 

St.  Thomas,  Pa. 

Shadyside,  Md. 

Slate  Run,  Pa. 

Patuxent,  Md. 
Washington,  D.C. 
Worcester,  Maes. 

Bimini,  West  Indies 
Kinston,  N.C, 

Liberty,  N,C. 

McAllen,  Tax. 


Swaineboro,  Ga. 
Talladega,  Ala. 
Taylor,  Fla. 

Toccoa,  Ga. 

Toledo,  Ga. 

Grand  Forks,  N.  Dak. 
Grand  Marius,  Mich. 
Houghton,  Mich. 
Kansas  City,  Mo. 
Marquette,  Mich. 
Smithwick,  S.  Dak. 
Garrison,  Mo. 

Church,  Iowa 
Grand  Marsh,  Wis. 
Danville,  111. 

HermosH,  Calif. 

Idaho  Falls.  Idaho 
Oxnard,  Calif.  No.  2 
Pasco.  Wash. 

Port  Angeles,  Wash. 
Yuba  Pass,  Calif. 
Bethel,  Alaska 
Cold  Bay,  Alaska 
Fairbanks,  Alaska 
Kenai,  Alaska 
King  Salmon,  Alaska 
Sisters  Island,  Alaska 
South  Kaui,  Hawaii 


VIIF  omnidirectional  test  equipment  (94) 


Albany,  N.Y. 

Bedford,  Mass. 

Boston,  Mass. 

Birmingham,  Ala. 

Charleston,  S.C. 

Charlotte,  N.C. 

Dallas,  Tex. 

El  Paso,  Tex. 

Fort  Worth  (Carter),  Tex. 
Fort  Worth  (Meacham),  Tex. 
Houston,  Tex. 

Jacksonville,  Fla. 

Knoxville,  Tenn. 

Memphis,.  Tenn, 

Nashville,  Tenn. 

Oklahoma  City,  Okla. 

San  Antonio,  Tex. 


Savannah,  Ga. 
Tallahassee,  Fla. 
Tampa,  Fla. 

Tulsa,  Okla. 

West  Palm  Beach,  FJa. 
Chicago  VO’ Hare).  111. 
Detroit  City,  Mich, 
Detroit  (WR),  Mich. 
Fort  Wayne,  Ind. 
Indianapolis,  Ind. 
Milwaukee,  Wig. 
Minneapolis,  Minn. 

St.  Louis,  Mo. 
Albuquerque,  N.  Mex. 
Burbank,  Calif. 

Santa  Monica,  Calif. 
Anchorage,  Alaska 


INSTRUMENT  LANDING  SYSTEMS  (M) 


Akron  (Municipal),  Ohio 
Atlantic  City,  N.J. 
Boston,  Mass,  No.  2 
Cleveland,  Ohio,  No.  2 
Columbus,  Ohio,  No.  2 
Mansfield,  Ohio 
Washington,  D.C. 
Abilene,  Tex. 


Atlanta,  Ga.,  No.  2 
Columbus,  Ga. 

St.  Petersburg,  Fla. 
Spartansburg,  S.C. 
Springfield,  Mo. 
Waco,  Tex. 

Wichita  Falls,  Tex. 
Muskegon,  Mich. 


Peoria,  111. 

Waterloo,  Iowa 
Reno,  Ncv. 

San  Diego,  Calif. 

San  Francisco,  Calif. 
Seattle  (Tacoma),  Wash. 
Cold  Bay,  Alaska 
Honolulu,  Hawaii 
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APPROACH  LIQHTIN 0 

Additional  standard  approach  light  systems  (SI) 


Allentown,  Pa. 

Rochester,  N.Y. 
Washington,  D.C.,  No.  2 
Wheeling,  W.Va. 
Wilkes-Barre,  Pa. 
Amarillo,  Tex. 

Atlanta,  Ga.,  No.  2 
Baton  Rouge,  La. 

Ft.  Smith,  Ark. 
Greenville,  S.C. 
Lafayette,  La. 


Macon,  Ga. 
Spartanburg,  S.C. 
St.  Petersburg,  Fla. 
Tyler,  Tex. 

Wichita  Falls,  Tex. 
Wilmington,  N.C. 
Battle  Creek,  Mich. 
Evansville,  Ind. 
Green  Bay,  Wis. 
Muskegon,  Mich. 
Peoria,  111. 


Rochester,  Minn. 
Bakersfield,  Calif. 
Cheyenne,  Wyo. 
Eugene,  Oreg. 
Monterey,  Calif. 

Reno,  Nev. 

Scattle-Tacoma,  Wash., 
No.  2 

King  Salmon,  Alaska 
Honolulu,  Hawaii 


Conversion  to  standard  approach  b'ghl  systems  (IS) 


Albany,  N.Y. 
Charleston,  W.  Va. 
Reading,  Pa. 
Wilmington,  Del. 
El  Paso,  Tex. 


Albany,  N.Y. 
Baltimore,  Md. 
Louisville,  Ky. 
Windsor  Locks,  Conn. 
Amarillo,  Tex. 

Miami,  Fla, 

Mobile,  Ala. 

San  Antonio,  Tex. 


Nashville,  Tenn. 
Oklahoma  City,  Okla. 

San  Antonio,  Tex. 

Dcs  Moines,  Iowa 

Sequence  flashing  lights  (SB) 

Shreveport,  La. 

Tampa,  Fla. 

Oklahoma  City,  Okia. 
Detroit,  Mich.  (RML) 
Duluth,  Minn. 

Omaha,  Nebr. 
Albuquerque,  N.  Mex. 


South  Bend,  Ind. 
Boise,  Idaho 
Portland,  Oreg. 
Fairbanks,  Alaska 


Boise,  Idaho 
Cheyenne,  Wyo. 
Colorado  Springs,  Colo. 
FroBno,  Calif. 

Long  Beach,  Calif. 
Portland,  Oreg. 
Sacramento,  Calif. 


AIR  NAVIGATION  FACILITIES  (L/MF  AND  MARKERS) 


Miami,  Fla. 


Consolan  (1) 

Radio  homing  beacons  (5) 


Atlantic  City,  N.J.  (2)  Coghlon  Island,  Alaska 

Clear  Creek  Butte,  Alaska  Point  Possession,  Alaska 


Atlantic  City,  N.J. 


LIMP  radio  range  loop  ( 1 ) 
F an  marker  (6) 


Glens  Falls,  N.Y.  Morgantown,  W.  Va.  Coghlon  Island,  Alaska 

Westfield,  Mass.  Clear  Creek  Butte,  Alaska  Point  Possession,  Alaska 


The  proposed  transfer  of  $17  million  to  expenses  would  result  in  the  deletion  of 
the  following  facilities: 


LONG  RANGE  RADAR 


Establish  long-range  radar  and  associated  beacons  ( S ) 

Remote  military  radar  to  FAA  centers: 

Lovelock,  ftev.,  to  Oakland  Center. 

Oklahoma  City,  Okla.,  to  Fort  Worth  Center. 

Remote  FAA  radar  to  second  center:  Iowa  City,  Iowa,  to  Kansas  City  Center. 
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Hack  fit  acrtH  conversion  radarscope  system  for  A TC  radar  beacon  ( to ) 


Albuquerque,  N.  Mox. 
Benson,  N.C. 

Boston,  Moss. 
Charleston,  8,C. 
Denver,  Colo. 

El  Paso,  Tex. 

Fort  Worth,  Tow 
Great  Falls,  Mont. 
Houston,  Tex. 
Hutchinson,  Katts. 


Jacksonville,  Fla. 

Kansas  City,  Mo. 
Lewiston,  Pa. 

Memphis,  Tenn. 

Miami,  Fla. 

Miiineapolis,  Minn. 
Montgomery,  Ala. 

Now  Orleans,  La. 
Norfolk,  Va. 

Omaha,  Nobr. 

TERMINAL  AURA  RADAR 


Phoenix,  Ariz. 

Pittsburgh,  Pa.  (Groutor) 
Roanoke,  Va. 
Sacramento,  Calif 
Salem,  Ore#. 

Salt  Luke  City,  Utah 
Seat  tie,  Wash. 

Spokane,  Wash. 

St.  Louis,  Mo. 


Install  radar  disjday  system  and  air-ground  channels  (ft) 

Baltimore,  Md.  St.  Louis,  Mo. 

Milwaukee.  Wis.  Salt  Lake  City,  Utah 

Minneapolis,  Minn. 


AIR  TRAFFIC  COMMUNICATIONS  STATIONS 


Establish  remote  transmitters  and  receivers  (5) 

Bryce  Canyon,  Utah  North  Bond,  Orog. 

Elko,  Nov.  Spokane,  Wash. 

Hoquiam,  Wash. 

VORTAO 


Convert  VO  ft  facility  to  VORTAC  operation  (if) 


Bradford,  111. 
Carlsbad,  N.  Mex. 
Delaney,  N.Y. 
Dubuque,  Iowa 


Evergreen  Ala. 
Hobbs,  N.  Mox, 
La  Grange,  Ga. 
Macon,  Mo. 


Pinon,  N.  Mex. 
Princeton,  Maine 
Royston,  Ga. 


Establish  VOR  test  signal  facility,  VOT  (16) 


Chattanooga,  Tenn. 
Des  Moines,  Iowa 
Jaeksbn,  Miss. 

Little  Rock,  Ark. 

New  Orleans  (Interna' 
tional),  La. 


Omaha,  Nebr. 
Ontario,  Calif. 
Orlando,  Fla. 
Pensacola,  Fla. 
Rochester,  N.Y, 


Sacramento,  Calif. 
Shreveport  (greater),  La. 
Tetorborq.  N.J. 

Wichita,  Kans. 

Windsor  Locks,  Conn. 


INSTRUMENT  LANDING  SYSTEMS 


Improve  glide  slope  facilities  (to) 


Areata,  Calif. 
Austin,  Tex. 
Binghamton,  N.Y. 
Casper,  Wyo. 
Charleston,  W.  Va. 
Cheyenne,  Wyo. 
Duluth,  Minn. 


Erie,  Pa. 

Flint,  Mich. 

Fort  Wayne,  Ind. 
Greenville,  S.C. 
Joplin,  Mo. 
Pittsburgh,  Pa. 
Reading,  Pa. 


Colorado  Springs,  Colo. 
St.  Joseph,  Mo. 

South  Bend,  Ind. 

Tvler,  Tex. 

Wheeling,  W.  Va. 
Winston-Salem,  N.C. 


APPROACH  LIGHTING 


Establish  standard  approach  light  systems  (8) 

Initial  installation  (7) 

Chantilly,  Va.  Hutchinson,  Kans.  New  Orleans,  La. 

Corpus  Christi,  Tex.  (new)  Milwaukee,  Wis.  Pueblo,  Colo. 

Dallas,  Tex. 


Chantilly,  Va, 


Dual  installation  (1) 
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Kstablish  sequence  flashing  lights  (5) 

Billings,  Mont.  Rochester,  N. Y.  Toledo,  Ohio 

Bristol  (Tri-City),  Tc>im.  Lansing,  Mich. 

Provide  additional  threshold  lights  (4) 

Dayton.  Ohio  St.  Tunis,  Mo.  Windsor  Locks,  Conn. 

Louisville,  Ky. 


MASSACfn/Htt’fTH  STATIONS  TO  HK  ELIMINATED 

Senator  Saltonstall.  I call  attention  to  the  fact  that  there  are 
eight  in  Massachusetts  under  your  letter  to  me  dated  August  20  that 
will  have  to  bo  eliminated. 

1 assume  that  that  is  eight  out  of  a good  rnuny  throughout  the 
country. 

Mr.  Quesada.  That,  is  right.  However,  only  one  of  the  eight  fa- 
cilities would  have  been  financed  from  the  cstablislunent  appropria- 
tion. Seven  are  facilities  which  we  will  commission  and  operate  in 
the  1960  fiscal  year  if  the  transfer  of  funds  to  the  “Expenses"  appro- 
priation is  approved. 

Senator  Maonubon.  There  are  some  in  every  State? 

Mr.  Quesada.  I want  to  makt?  it  clear  that  it  is  not  a satisfying 
thing  to  delay  our  establishment  program.  It  is  the  only  way  we  will 
be  able  to  operate  the  facilities  rather  than  mothball  them. 

REVISED  ESTIMATE 

Senator  Maonubon.  After  the  conference  report,  wliich  has  not 
been  approved  yet,  you  made  a revised  estimate  which  you  have? 

Mr.  Quesada.  That  is  correct. 

Senator  Maonubon.  And  also  an  estimate  of  what  you  could  put 
hack  in  with  the  $17  million  transferred? 

Mr.  Quesada.  Right, 

Shall  I continue,  Senator  Saltonatall. 

QUESTION  AT  ISSUE 

Senator  Salto nstall.  Yes;  I understand  it  now. 

I will  say  to  Senator  Magnuson,  the  only  question  is  whether  we 
want  to  appropriate  more  money  for  your  expense  account  instead 
of  this  transfer  in  order  to  go  forward  with  establishing  these  new 
facilities  which  will  have  to  be  delayed  because  of  this  transfer. 

Mr.  Quesada.  We  are  not  asking  for  that,  Senator.  Naturally,  I 
support  the  President's  budget.  But  at  this  moment  we  are  not 
asking  for  that. 

We  are  only  trying  to  accommodate  ourselves  to  reality.  We  are 
trying  to  movo  money  from  the  “Establishment  of  facilities"  appro- 
priation to  the  “Expense”  appropriation,  so  that  we  can  operate  fa- 
cilities that  will  be  in  being. 

Senator  Saltonstall.  I agree  with  that  principle.  The  question  is 
how  much  safety  is  being  retarded  by  the  failure  to  establish  these  new 
facilities. 

Mr.  Quesada.  We  will  give  that  to  you  and  give  you  an  outlined 
account  of  just  exactly  what  facilities  they  are  that  we  will  not  now 
be  able  to  buy. 

Senator  Saltonstall.  Yes.  I understand  that. 
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TUB  1M0  COST  or  CONTINUING  I'ROORAMS 

Mr.  (^uksada.  Assuming  you  grant  our  request,  tho  1900  cost  of 
continuing  our  programs  at* the  level  approved  by  the  Congress  for 
dune  00,  1959,  is  approximately  $292  million. 

The  minimum  additional  coat  of  providing  for  the  increased  work- 
load anticipated  for  1900  as  a result  of  a greater  volume  and  more 
complex  aviation  activity  is  some  $15.7  million. 

Thus,  the  $001.7  million  approved  by  the  Congress  fulls  $0  million 
short  of  funds  required  to  continue  the  current  level  of  services  ami  to 
adequately  staff  going  facilities, 

Tno  appropriation  provides  no  funds  whatsoever  to  defray  the  cost 
of  operating  and  maintaining  new  air  traffic  management  and  air 
navigation  facilities. 

The  need  to  construct  these  facilities  was  recognized  by  prior 
Congresses,  which  authorized  $76  million  for  tlicir  establishment. 
This  construction  has  been  carried  out  in  response  to  the  mandates 
of  Congress  and  as  an  integral  part  of  the  agency’s  long-range  program 
to  increase  safety  and  reliability  in  both  civil  and  military  aviation 
activity. 

This  effort  will  be  gravely  impaired  if  theso  new  facilities  aro  not 
placed  in  operation  as  rapidly  as  they  bocomo  available  for  service. 

OPERATION  OF  F.XISTING  FACILITIES  AND  SERVICES 

I firmly  believe  that  it  is  in  the  public  interest  to  give  first  priority 
to  financing  the  operation  of  existing  facilities  and  services.  We 
constantly  review  our  going  operation  to  confirm  that  thoro  is  a 
continuing  requirement  for  each  facility  and  service. 

Criteria  have  been  established  which  provide  a positive  means  of 
identifying  and  eliminating  facilities  that  cease  to  justify  the  con- 
tinued expenditure  of  Federal  funds  for  operation. 

We  are,  thcroforo,  able  to  state  with  confidence  that  the  facilities 
now  in  operation  are  generally  located  at  the  places  with  the  largest 
volume  of  activity  and  provide  the  highest  priority  sorvico  in  our 
total  program. 

To  undorman  or  decommission  those  facilities  to  finance  new  facili- 
ties currently  being  constructed  would  obviously  not  bo  in  the  public 
interest. 

NEW  FACILITIES  AUTHORIZED 

Therefore,  the  new  facilities  authorized  by  Congress  in  prior  years 
for  construction  cannot  bo  placed  in  operation  with  the  reduced  binds 
allowed  in  the  expenses  appropriation.  These  now  facilities  include 
tho  following  important  air  traffic  management  and  air  navigation 
aids:  17  long-range  radars,  19  terminal  radars,  11  traffic  control 
towers,  166  short-range  navigation  facilities,  44  approach  light  sys- 
tems, and  24  instrument  landing  systoms. 

It  is  clearly  indefensible  for  the  Government  to  buy  and  install 
badly  needed  navigation  aids  and  then  have  thorn  in  mothballs. 

For  this  reason  I have  concluded  that  wo  must  provide  tho  money 
to  operate  facilities  duo  for  commissioning  during  tlio  1960  fiscal  year, 
even  at  the  cost  of  deferring  tho  procurement  of  equipment  scheduled 
for  installation  in  subsequent  years. 
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For  thin  reason  J am  requesting  your  approval  of  the  transfer  of 
$17  million  from  t he  establishment  of  air  navigation  facilities  appro- 
priation to  the  expenses  appropriation.  I would  not,  request  such 
action,  which  will  retard  the  procurement  and  const ruction  of  addi- 
tional air  traffic  management  and  air  navigation  aids,  if  1 did  not 
sincerely  believe  that  if  is  absolutely  necessary. 

I think  it  is  important,  to  inako  the  record  clear  regarding  tho 
importance  of  the  establishment  of  air  navigation  facilities  program 
as  this  request  may  be  construed  to  mean  that  funds  authorized  by 
the  Congress  were  excessive.  This  is  not  the  ease. 

OHIO!  N A I.  BUIMIKT  HKtiUKST 

On i*  original  request,  as  included  in  the  President's  budget,  was 
$145  million.  I believed  then,  and  l believe  now,  that  this  was  the 
minimum  required  to  provide  for  the  most  essential,  high  priority 
items.  My  decision  to  request  this  transfer  was  based  on  the  simple 
prineiple  that  wo  must,  operate  facilities  which  wo  will  have  during 
1900  even  at  tho  expense  of  deferring  procurement  of  new  facilities 
and  equipments. 

I,  therefore,  urge  you  to  approve  tho  requested  transferor  funds. 

TIIAVKJ.  COSTS 

Tho  travel  cost  of  commissioning  new  facilities  during  tho  1000 
fiscal  year  is  estimated  to  bo  $025,000,  The  travel  limitation  for  the 
expenses  appropriation  as  approved  by  the  Congress  is  $13.5  million. 
This  entire  amount  is  needed  to  carry  out  the  program  already 
approved. 

The  travel  requirements  of  FA  A are  primarily  for  the.  technical 
training  of  new  employees  and  job  performance  travel  of  engineers 
and  maintenance  personnel,  which  cannot  bo  reduced  without  cur- 
tailing the  program. 

Therefore,  I request  an  increase  in  the  travel  limitation  for  the  ex- 
penses appropriation  from  $13.5  million  to  $14,125,000. 

Senator  Magnubon.  The  $14,125,000  was  the  original  roquest? 

Mr.  Ouksada.  $14.1  million  is  lower. 

Mr.  Harper.  We  originally  asked  for  $15,700,000  for  travel. 

Mr.  Quesada.  Tito  difference  between  $13.5  million  and  $14,125,000 
is  only  to  permit  us  to  man  the  new  equipments  for  which  wo  are  now 
asking  for  funds. 

LIMITATION  ON  THAVKL 

The  Independent  Offices  Appropriation  Act  limits  the  amount  of 
travel  to  the  amount  set  forth  in  the  estimate.  The  establishment 
of  air  navigation  facilities  appropriation  presented  in  the  President's 
budget  does  not  identify  travel  separately  as  the  justification  is  on  a 
project  basis. 

Toclmically,  this  would  prohibit  us  from  using  any  of  these  funds 
for  travel  purposes  and,  consequently,  bring  this  program  to  a stand- 
still. 

I am  confident  that  Congress  did  not  intend  that  this  important 

{>rogram  be  stopped  and,  therefore,  I request  approval  of  clarifying 
anguago  for  this  appropriation  authorizing  the  expenditure  of  not  to 
exceed  $4  million  for  travel. 
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Senator  Maqnuson,  The  last  item  on  travel  does  not  havo  budget 
approval.  Am  I correct  in  that? 

Mr.  Dean,  Tlio  last  item  was  not  sot  forth  in  the  agency’s  submis- 
sion to  the  Congress, 

Under  the  languago  that  the  Independent  Of! ices  Appropriation  Act 
imposes  on  us,  there  must  he  such  a justification.  So  this  is  simply  a 
technical  problem  of  complying  with  the  General  Accounting  Office 
requirement  by  having  this  authorization  for  travel. 

Senator  Maqnuson.  I wauled  that  in  tho  record  because  I know 
in  conference  wo  will  be  asked  that  miration  by  the  House  conferees. 

Senator  Saetonstai.e,  In  tho  establishment  of  navigational  facili- 
ties, that  is  a new  construction.  I have  never  heard  of  a travel  allow- 
ance, since  I have  been  sitting  on  this  committee,  whore  you  are 
establishing  new  construction. 

It  is  taken  for  granted  you  have  to  go  out  there  where  you  are 
establishing.  It  would  scorn  to  me  it  would  he  much  better  not  to 
put  this  in  as  a distinct  travel  limitation,  but  to  leave  it  as  it  is.  I do 
not  know  whether  the  chairman  of  the  subcommittee  agrees \ith  mo 
on  that,  or  not,  but,  1 cannot  ever  remember  hearing  that. 

Mr.  Dean.  Senator,  at.  the  time  that  tho  CAA  was  under  the 
Commerce  Department  Appropriation  Act  there  was  no  comparable 
provision  and,  therefore,  lucre  was  no  specific  language  in  establish- 
ment appropriation. 

Senator  Maqnuson.  Travel  was  under  “Salaries  and  expenses”? 

Mr.  Dean.  No,  sir;  tho  travel  for  establishing  facilities  lias  always 
been  included  in  the  establishment  appropriation.  Travel  for  operat- 
ing and  maintenance  was  under  “Expenses”  and  it  was  assumed  that 
travel  for  establishing  facilities  was  an  integral  part  of  tho  project  cost. 


RPBCirtC  AUTHORITY  REQUIRED 

Now,  however,  because  of  tho  language  of  the  Independent  Offices 
Appropriation  Act  as  interpreted  and  enforced  by  the  General  Ac- 
counting Office,  specific  authority  is  required  to  use  money  out  of  the 
establishment  Appropriation  for  travel.  Otherwise  our  accounts  could 
be  challenged  and  we  will  not  bo  able  to  allow  those  employees  who 
have  to  actually  go  to  the  sites  to  install  this  new  equipment  to  do  so. 

Now,  if  the  Congress  amended  tho  gonoral  provisions  in  the  inde- 
pendent offices  appropriation  bill  vre  would  not  bo  faced  with  this 
problem. 

As  long  as  the  general  provision  applies,  wo  must  comply  with  it.. 

Senator  Maqnuson.  Of  course,  we  cannot  do  that  now. 

Mr.  Dean.  That  is  correct. 

Senator  Saltonstalu.  How  do  you  justify  $4  million  worth  of 
travel  in  the  establishment  of  new  air  navigational  facilities  where 
there  is  $135  million  involved  and  a less  amount  of  travel  in  tho 
expenses  of  present  operating  facilities  where  there  is  $300  million 
involved? 

In  other  words,  there  is  a lot  more  travel  in  the  establishment  than 
there  is  under  your  expense  account. 

Mr.  Dean.  Senator,  the  total  amount  under  the  expense  appro- 
priation would  be  $14  million. 

Senator  Saltonstall.  For  travel? 

Mr.  Dean.  For  travel,  which  is  pretty  much  in  ratio. 
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Senator  Saltonstall,  Thank  you. 

Mr.  Chairman,  T auk  ono  more  question:  Genera!  Quesada,  I just 
make  this  as  an  observation. 

NANTUCKET  INBTA LI.ATION 

One  of  these  installations  that  you  cut  out  is  at  Nantucket  where  a 
whole  planeload  of  people,  1 cannot  remember  whether  it  was  25  or  30 
people,  were  killed  fast  summer.  That  is  why  wc  from  Massachusetts 
are  trying  very  hard  to  get  that  in. 

You  will  recall  that  whole  Northeast  Airlines  piano  was  destroyed 
with  every  passenger  aboard  as  I remember. 

Mr.  Quesada.  That  is  true.  It  is  for  those  reasons  that  we  are 
forced  to  adopt  this  measure  much  to  our  dislike,  to  man  the  facilities 
that  we  are  in  fact  buying. 

Senator  Saltonbtall,  Then  wc  could  cure  that  if  the  Congress  was 
willing  to  appropriate  some  $17  million  more  for  your  expeose 
account? 

Mr.  Quesada.  That  is  true. 

Senator  Saltonbtall.  You  would  not  have  to  transfer  funds  from 
establishment  of  facilities? 

Mr.  Quesada.  That  is  right. 

Senator  Saltonbtall.  If  wo  added  $17  million  to  your  expense  ac- 
count and  we  would  have  the  jurisdiction  to  do  that,  I think,  then 
you  would  not  have  to  deduct  anything  from  these  new  facilities. 

Mr.  Quesada,  That  is  substantially  the  case. 


SUBMISSION  OP  TRANSFER  LANGUAGE 

Mr.  Dean.  Senator,  the  reason  why  the  transfer  language  was  sub- 
mitted was  that  the  Congress  in  acting  on  the  independent  offices 
appropriation  bill  had  Arrived  at  a certain  total  amount  for  the 
agency. 

The  agency  therefore  was  reluctant  in  the  same  session  of  Congress 
to  come  Dack  and  ask  for  an  increase  in  funds. 

Senator  Saltonstall.  You  will  not  feel  badly  if  we  do  it  then? 

Mr.  Dean.  We  certainly  would  not.  All  we  have  done  is  to  indi- 
cate that  if  the  Congress  is  unwilling  to  provide  total  funds  closer  to 
the  President's  budget,  that  it  would  give  us  a more  balanced  pro- 
gram to  approve  this  transfer  and  permit  us  to  operate  the  new  facili- 
ties which  otherwise  will  simply  be  standing  inoperative  at  airfields 
and  other  points  throughout  the  country. 

Senator  Saltonstall.  What  you  are  doing  is  very  politely  hinting 
that  you  would  like  $17  million  in  new  money? 

Mr.  Quesada.  Senator,  we  could  sit  idly  by  and  have  these  facili- 
ties also  idle.  That  would  result  in  some  degree  of  intimidation  and 
we  do  not  do  that. 

It  is  our  practice  to  adjust  ourselves,  as  well  as  we  know  how,  to 
reality.  The  fact  remains  that  these  facilities  are  going  to  come  in 
being  and  they  should  be  operating,  and  as  an  alternative  we  are  sug- 
gesting that  we  delay  the  construction  of  certain  facilities  until  the 
future  so  that  we  can  operate  facilities  that  will  be  in  being  now. 

Senator  Maonubon.  I suspect  in  the  first  supplemental  in  January 
you  will  have  Borne  report  on  the  program  and  you  will  have  also  a 
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liBt  of  those  that  should  go  on  next  year,  other  than  your  regular 
appropriation. 

Mr.  Quesada.  If  that  is  the  case,  wo  would  bo  retarded  some  6 
months  instead  of  a longer  time,  Senator. 


COMMUNICATION 


Senator  Magnuson.  Mr.  Chairman,  I would  like  to  put  in  the 
record  at  this  point  a communication  from  tho  city  of  Williamsport, 
Pa.,  at  the  request  of  Senator  Clark. 

Chairman  Hayden.  That  may  be  done, 

(The  letter  referred  to  follows:) 


City  ok  Williambi'ort, 
Williamsport,  Pa.,  August  24,  1959. 

Senator  Dennis  Chavez, 

Chairman,  Senate  Appropriations  Committee, 

Washington,  D.C. 

Dear  Senator  Ciiavez;  The  city  of  Williamsport  must  depend  on  nir  travel 
more  and  more  each  day.  Wo  are  situated  in  mountainous  terrain  with  no  access 
to  superhighways  and  arc  faced  with  declining  rail  passenger  service.  Last  year, 
the  Williamsport  Airport  transported  53,558  people  in  and  out  of  our  city,  in 
addition  to  an  ever-increasing  amount  of  airfreight.  Presently,  our  movements 
at  the  airport  arc  controlled  from  New  York,  with  the  result  that  many  flights 
have  been  delayed  in  landings  and  takeoffs,  to  the  detriment  of  our  community. 
This  lack  of  local  control  is  also  quite  hazardous  and  should  be  corrected  in  the 
interest  of  air  safety. 

I sincerely  hope  and  respectfully  request  that  you  consider  the  dire  need  in 
which  our  city  stands  for  the  manning  of  the  control  tower  which  will  soon  be 
completed  at  the  Williamsport  Lycoming  County  Airport. 

This  airport  serves  the  needs  of  better  than  660,000  people  and  it  is  essential 
to  our  economic  growth  and  development  that  we  have  tin's  tower  in  operation 
at  the  earliest  possible  moment. 

Wc  respectfully  urge  that  you  accede  to  the  request  of  the  Federal  Airport 
Authority  to  transfer  $17  million  from  the  airport  appropriations  building  fund 
to  the  operating  fund  so  that  tills  urgently  needed  facility  can  go  into  operation. 

It  is  our  specific  request  that  this  Tetter  be  spread  on  the  minutes  of  the  com- 
mittee’s proceedings. 

Our  city  solicitor,  Mr.  Charles  F.  Bidclspacher,  Jr.,  will  represent  us  at  the 
hearing  and  we  will  be  grateful  for  any  courtesies  extended  to  1dm  in  our  behalf. 

Very  truly  yours, 

Thomas  H.  Levering,  Mayor. 


LOCATIONS  OF  NEW  FACILITIES 

Senator  Byrd.  General  Quesada,  would  you  mind  including  in  the 
record  the  types  and  the  locations  of  the  new  facilities  that  might  not 
be  made  operational  in  the  fiscal  year  1960  unless  this  language  is 
approved? 

Mr.  Quesada.  I have  done  so,  sir,  but  I will  repeat  it  again.  I do 
not  think  I interpreted  that  correctly. 

Mr.  Dean.  Senator,  we  do  not  have  in  our  statement  the  States 
in  which  they  are  located,  but  on  page  4 we  summarize  them.  We  will 
be  very  happy  to  introduce  in  the  record  tho  geographical  location  of 
each. 

EFFECT  ON  WEST  VIRGINIA 

Senator  Byrd.  Now,  I would  like  to  ask  General  Quesada  to  state 
at  this  point  just  how  my  own  State  of  West  Virginia  will  be  affected 
because  I think  safety  in  air  travel  constitutes  a peculiar  problem  per- 
haps as  it  pertains  to  West  Virginia. 
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I would  like  to  know  how  my  own  State  of  West  Virginia  would  be 
affected  if  this  language  is  not  approved. 

Mr.  Quksada.  In  terminal  radars,  not  affected. 

In  air  traffic  control  towers,  you  would  be  affected  at  Huntington, 
sir. 

Senator  Magnuson.  That  is  the  one  we  had  a lot  of  testimony  on, 
on  the  regular  appropriations. 

Mr.  Quksada.  That  is  correct. 

In  short-range  navigational  facilities,  at  Bushy  Run. 

Mr.  Thomas.  At  Buckeye,  too. 

Senator  Magnuson.  Those  facilities  would  he  made  operational  in 
this  language  if  it  is  approved? 

Mr.  Quksada.  That  is  correct. 

In  approach  light  systems,  Wheeling  and  Charleston,  and  in 
instrument  landing  systems  — 

TRI-ST  ATK  AIHI’OKT  AT  HUNTINGTON,  W,  VA. 

Senator  Byrd.  Wouhl  you  address  yourself  briefly  to  the  situation 
as  it  pertains  to  the  Tri-State  Airport,  at  Huntington  as  to  how  it 
would  he  affected  if  this  language  is  not,  approved? 

Mr.  Quksada.  The  situation  at  Huntington  would  be  similar  to 
10  other  places.  Wo  would  have  a situation  in  which  Congress  has 
appropriated  the  money  for  certain  facilities. 

We  have  acquired  and  purchased  those  facilities  ami  we  will  be 
unable  to  man  them. 

LOCAL  CONTRIBUTIONS 

Senator  Byrd.  Is  it  not  true,  that  local  contributions  in  the  ease  of 
the  Tri-State  Airport  at  Huntington  amounted  to  $100,000? 

Mr.  Quksada.  You  are  referring  to  the  Federal  aid  to  airports 
program,  now? 

Senator  Byrd.  Yes.  I am  talking  about  private  and  industrial 
contributions. 

Mr.  Quksada.  I don’t  think  this  would  affect  that.  It  would 
make  the  whole  field  complex  less  efficient  and  all  other  moneys  spent 
would  bo  without  the  benefits  of  the  control  tower. 

It  would  affect  it  in  that  respect,  sir. 

Senator  Byrd.  Now  the  facilities  arc  about  to  be  left  unmanned  if 
we  fail  to  appropriate  the  moneys  or  use  the  language  that  you  have 
recommended. 

Mr.  Quksada.  That  is  true.  All  the  effort  that  the  community 
has  put  into  the  development  of  this  airport  would  be  handicapped 
by  tnc  lack  of  tower  facilities  for  which  money  has  also  been  appro- 
priated. . ...  , 

Senator  Byrd.  Do  you  believe  that  the  increased  activity  at  that 
airport  points  up  a great  need  for  the  utilization  of  this  language  that 
you  have  recommended  here  today? 

Mr.  Quksada.  I do;  in  Huntington  and  many  other  places  as  well. 
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LETTER  FROM  SENATOR  RANDOLPH 

Senator  Byrd.  Mr.  Chairman,  I would  like  to  include  in  the  record 
a lettor  which  has  been  addressed  to  this  committee  by  my  colloaguo, 
Sonator  Randolph,  calling  attention  to  the  need  for  theso  moneys, 
the  need  for  the  facilities  being  used,  and  stating  his  support  of  the 
language  which  has  been  recommended  here  today  by  General 
Quesada. 

Mr.  Chairman,  I would  also  like  to  include  in  the  record  of  the 
hearings  a letter  which  was  addressed  to  me  by  Genera!  Quesada  on 
August  21,  1959,  in  which  the  general,  in  answer  to  a roquost  bv 
Senator  Randolph  and  myself  and  Congressman  Hechler,  of  the  Fourth 
District  of  West  Virginia,  pointed  to  the  absolute  need  for  this  lan- 
guage if  our  facilities  at  Huntington  are  to  bo  manned  in  the  year  1960. 
Chairman  Hayden.  That  may  bo  done. 

(The  letters  referred  to  follow:) 

U.8.  Senate, 

Committee  on  Labor  and  Public  Welfare, 

August  tB,  W59. 

Hon.  Carl  Hatdkn, 

Committee  on  Appropriations, 

U.8.  Senate,  Washington,  D.C, 

Dear  Mr.  Chairman:  It  is  my  understanding  that  the  reduotion  of  $23.1  mil- 
lion in  the  "Expenses”  appropriation  for  tho  Federal  Aviation  Agency  will  result 
in  that  Agency  suspending  plans  to  place  into  operation  air  navigation  facilities 
completed  during  i960  fiscal  year.  Operation  of  these  facilities,  according  to 
FAA,  would  require  approximately  $17  million  more  than  the  amount  provided 
in  the  appropriations  oill  recently  enacted. 

There  Is  much  merit  in  the  position  taken  by  FAA  that  there  is  no  Bound 
reason  to  construct  new  navigation  facilities  and  then  fail  to  provide  the  personnel 
or  other  means  for  their  operation.  Dut  that  seems  to  be  precisely  what  has 
happened — and  because  it  has  occurred,  FAA,  I understand,  is  requesting  authority 
in  legislation  pending  before  your  committee,  to  transfer  $17  million  from  its 
"Establishment''  appropriation  (which  finances  tho  acquisition  of  new  equip- 
ment)- to  the  "Expense”  appropriation  (which  supports  the  operation  or  air 
navigation  facilities). 

If  the  FAA  request  for  transfer  of  funds  is  authorized  by  the  Congress,  I under- 
stand it  will  be  possible  to  operate  all  new  facilities  commissioned  during  the  1960 
fiscal  year.  We  have  some  facilities  in  this  category  in  West  Virginia,  as  you  are 
well  aware. 

If  the  facts  are  as  I understand  them— and  I am  sure  you  and  your  colleagues 
of  the  Committee  on  Appropriations  can  develop  the  facts  accurately — I would 
consider  the  Federal  Aviation  Agency’s  request  for  fund  transfer  authority  to  be 
both  valid  and  meritorious. 

Sincerely  yours, 

Jennings  Randolph. 


Federal  Aviation  Aoenct, 
Washington,  D.C,,  August  tJ,  1959. 

Hon.  Robert  C.  Bvrd, 

U.S.  Senate,  Washington,  D.C. 

Dear  Senator  Btbd:  This  is.  in  reply  to  the  letter  of  August  1 2,  1969,  in  which 
you  jointly  with  Senator  Randolph  and  Congressman  Hechler  asked  to  meet 
with  me  to  discuss  the  problems  of  financing  new  facilities,  such  aa  the  control 
tower  being  built  near  Huntington,  W,  Va.,  with  the  reduced  appropriation  pro- 
vided in  the  independent  offices  appropriation  bill. 

The  reduction  of  $23.1  million  in  our  "Expenses”  appropriation  has  made  it 
necessary  for  the  Agency  to  suspend  plans  to  place  into  operation  air  navigation 
facilities  completed  during  the  1960  fiscal  year.  To  operate  these  new  facilities 
would  require  approximately  $17  million  more  than  the  amount  provided  in  the 
appropriations  bill  as  agreed  to  in  Congress. 
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Wo  realize  that  it  is  indefensible  for  the  Government  to  construct  new  naviga- 
tioi  facilities  and  then  refuse  to  operate  them.  For  this  reason,  we  are  requesting 
authority  to  transfer  $ 17  million  from  tho  “Establishment”  appropriation  (which 
finances  the  acquisition  of  new  equipment)  to  the  “Expenses”  appropriation 
(which  supports  the  operation  of  air  navigation  facilities).  If  this  request  is 
approved  by  the  Congress,  it  will  be  possible  to  operate  all  new  facilities  com- 
missioned during  the  i960  fiscal  year.  We  understand  that  tho  Senate  Appro- 
priations Committee  will  hold  hearings  on  this  request  nt  10:30,  Tuesday,  August 
25.  Since  tho  ability  of  our  Agency  to  finance  the  operation  of  new  facilities 
during  the  current  fiscal  year  is  dependent  upon  the  action  of  Congress  on  the 
transfer  request,  we  do  not  believe  that  a meeting  as  requested  in  your  letter 
would  be  beneficial  at  this  time. 

8inceroly, 

E.  U.  Quesada,  Administrator. 

CHANTILLY  SEWEB  LINE 

Senator  Bible.  Might  I ask  General  Quesada  one  question  before 
he  completes  his  testimony? 

General,  during  the  course  of  the  hearings  on  the  supplemental  you 
testified  on  behalf  of  the  restoration  of  the  sum  of  $2,450,000  for  the 
■construction  of  a sowerline  from  Chantilly  to  connect  with  the  Wash- 
ington system.  That  was  put  in  by  tho  Senate  and  was  lost  in 
■conference  so  that  the  amount  now  available  is  something  in  the 
neighborhood  of  $750,000  for  the  construction  of  an  independent 
sewer  system  at  tho  Chantilly  site. 

Now,  when  will  that  construction  actually  start?  Do  you  have  a 
timetable  on  that? 

Mr.  Quesada.  Senator,  I am  sure  you  understand  that  the  sewer 
problem  is  troated  in  another  appropriation  separate  and  distinct 
from  the  appropriation  that  we  Are  now  discussing. 

Senator  Bible.  I recognize  that,  but  you  can,  being  the  Adminis- 
trator of  the  Federal  Aviation  Agency,  and  you  testified  in  favor  of  the 
restoration  of  tho  $2,450,000  so  you  are  knowledgeable  on  the  subject. 

Mr.  Quesada.  If  I may  say  parenthetically,  sir,  it  distresses  me 
personally  and  as  a public  official  that  wo  arc  not  building,  we  have 
not  got  tne  funds  to  build  the  sewerline  down  to  below  the  intake  for 
Washington,  D.C. 

This  distresses  me  personally  and  also  as  a Government  official 
because  I think  it  is  fundamentally  wrong,  sir,  for  the  Federal  Govern- 
ment to  dump  even  treated  effluent  into  tho  Potomac  River  when  the 
community  in  this  area  is  trying  very  hard  to  protect  the  Washington 
water  supply.  I think  it  is  fundamentally  wrong. 


CONFERENCE  ACTION 

Senator  Bible.  I could  not  agree  with  you  more.  That  was 
exactly  the  position  I took  as  an  individual.  That  is  exactly  the 
position  our  Joint  Committee  on  the  Washington  Metropolitan 
Problems  took  as  a joint  committee. 

Nevertheless,  the  item  has  been  lost  in  conference  and  wo  are  now 
faced  with  tho  possible  future  construction  of  an  independent  sewage 
treatment  plant  which  will  soon  outlive  its  usefulness. 

I think  that  is  inevitable. 

Mr.  Quesada.  And  we  will  be  starting  the  necessary  engineering 
and  necessary  plans  and  necessary  construction  in  the  immediate 
future. 
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Senator  Bible.  What  does  tho  immediate  future  mean?  That  is 
what  I was  trying  to  develop.  Is  that  within  2 months  or  3 months. 
Will  this  bo  brought  about  before  the  Congress  has  a chance  to  take 
another  look  at  this  in  this  coming  January? 

Mr.  Quksada.  I think  not,  sir.  This  would  not  bo  an  error  that 
is  irretrievable. 

Senator  Bible.  Why? 

Mr.  Quksada.  If  tiongross  elects  either  for  tho  remainder  of  this 
term  or  m January,  to  appropriate  the  money  for  this  sower  that  they 
have  previously  denied,  I think  that  we  could  correct  the  situation. 

OPERATING  DATE  FOR  AIRrORT 

Senator  Bible.  When  are  you  going  to  start  building  tho  inde- 
pendent plant  at  Chantilly  Airport. 

Mr.  Tippets.  Senator,  keep  in  mind  that  we  are  going  to  have  an 
operating  airport  in  January  1961,  then  you  have  to  begin  to  work 
backward  on  the  physical  plant  as  tho  facilities  go  in.  We  will  start 
the  engineering  of  this  project  immediately.  Physically  it  is  likely 
to  bo  after  the  first  of  the  year  before  any  particular  amount  of  physical 
work  is  undertaken. 

But  we  will  have  to  go  ahead  now  with  our  engineering  firms  and 
loy  tho  necessary  groundwork.  We  havo  to  begin  engineering  now. 

Physically,  I don't  think  anything  will  happen  before  tho  first  of 
January  on  the  sower  itself. 

Senator  Bible.  All  I am  trying  to  say,  Mr.  Chairman,  is  I hope 
we  will  hove  a chance  to  take  a second  look  at  this  problem  in  January 
or  February  and  possibly  remedy  what  I think  was  a very  serious 
error  in  not  appropriating  this  money  to  do  an  effective  job  for  a longer 
poriod  in  the  future. 

TOTAL  INDEPENDENT  SEWER  SYSTEMS 

As  we  are  doing  it  now,  it  is  just  a piecemeal  job,  I might  say,  Mr* 
Chairman,  thero  are  22  independent  sewor  systems  along  the  Virginia 
side. 

The  joint  committee  has  been  convinced  these  must  bo  tied  up  with 
some  type  of  regional  authority. 

I thought  this  was  one  way  we  might  move  into  it. 

Senator  Dworbhak.  General,  I want  to  share  the  concern  of  Senator 
Bible  on  this  problem.  I think  there  is  a great  responsibility  resting 
on  your  Agency  and  upon  you  and  upon  the  Congress  to  take  appro- 
priate action  so  that  we  will  not  pollute  the  water  system  of  the  Wash- 
ington metropolitan  area. 

Until  anything  is  not  settled  right,  I don't  think  we  can  afford  to 
take  formal  action.  I realize  you  are  under  more  or  less  a mandate 
from  the  Congress,  but  I certainly  hope  that  you  will  give  this  your 
careful  attention  so  that  we  may  have  an  effective  solution  of  the 
problem. 

Mr.  Quebada.  As  I indicated  and  as  I testified  before  the  committee 
previously,  as  I indicated  today,  this  situation  is  very,  very  dis- 
tressing to  me. 

I am  a Washington  boy.  Senator,  so  perhaps  I construe  this  differ- 
ently than  most  people  might,  but  aside  from  that  I just  think  it  is 
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fundamentally  wrong  for  the  Federal  Government  to  engage  in  a 
procoss  that  appears  to  bring  pollution  to  our  streams  when  lessor 
communities  are  trying  to  avoid  it. 

The  appropriation  that  wo  have  asked  for  does  nothing  other  than 
tako  caro  of  the  airport  sewage  and  bring  it  into  the  Washington  system. 

Senator  Dworshak.  I agroe  with  you.  Since  Congress  established 
tho  site  for  that  airport  I think  wo  havo  the  responsibility  to  see  that 
we  do  not  sot  up  any  unnecessary  hazards  to  tho  health  and  safety 
and  welfare  of  the  National  Capitol. 

Sonator  Byrd.  Mr.  Chairman,  I havo  one  further  quostion. 

EFFECT  OP  DISALLOWANCE  OF  LANGUAGE  REQUEST 

General  Guesada,  if  tho  proposed  language  giving  you  authority 
to  transfer  the  $17  million  is  not  approved,  would  you  impound  the 
$17  million? 

Mr.  Quesada.  No,  sir. 

Senator  Byrd,  You  are  asking  to  be  permitted  to  transfer  $17 
million  to  tho  oxponse  account? 

Mr.  Quesada.  And  if  this  were  denied  to  us? 

Senator  Byrd.  Yes. 

Mr.  Quesada.  We  would  then  go  ahead  with  our  program. 

Senator  Byrd.  I just  wanted  to  ask  one  further  question,  Mr.  Chair- 
man, and  I may  appear  local  or  parochial  in  my  interests,  but  air 
safety  is  of  interest  to  the  Nation.  I just  want  to  make  sure  that  if 
this  language  is  approved  thase  facilities  in  West  Virginia  will  be 
commissioned  during  the  1060  fiscal  year. 

Mr.  Quesada.  It  is  our  plan  to  do  so  and  I can  think  of  no  reaeo 
whatsoever  why  they  would  not. 

Senator  Byrd.  Thank  you. 

Chairman  Hayden.  Thank  you. 

(The  following  were  presented  for  tho  record.) 

Federal  Aviation  Agency, 
Washington,  D.C.,  August  20,  1969 » 

Hon.  Leverett  Saltonstall, 

U.S.  Senate,  Washington,  D.C. 

Dear  Senator  Saltstonstall:  Reference  is  made  to  your  inquiry  regarding  the 
effect  of  the  Federal  Aviation  Agency  1960  appropriation  on  programs  in  the 
State  of  Massachusetts. 

I am  enclosing  a statement  of  new  air  navigation  facilities  that  were  included 
In  the  1960  budget.  Because  of  the  reductions  in  our  budget  request,  we  will  be 
unable  to  proceed  with  the  operation  or  establishment  of  these  facilities  in  fiscal 
year  I960. 

Please  let  me  know  if  you  desire  any  further  information  regarding  FAA  pro- 
grams in  your  State. 

Sincerely, 


E,  R,  Quesada,  Administrator. 
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New  Air  Navioation  Facilities  in  the  State  of  Massachusetts  Incmtueh- 

in  the  FA  A 1960  Bddoei 

Expenses — Facilities  planned  for  operation  in  1000 

Location  Tup*  of  facility 

Bedford . Very  high  frequency  omnirange  tost  equipment.  This  facility 

is  used  for  checking  tho  accuracy  of  aircraft  very  high 
frequency  omnirange  receivers. 

Boston Instrument  landing  system  (second  system).  This  facility 

provides  pilots  with  direction,  distance,  and  glide  siopo 
information  necessary  for  making  an  approach  to  a runway 
under  conditions  of  poor  visibility. 

Very  high  frequency  omnirange  test  equipment.  This  is  the 
same  type  of  facility  as  described  above  at  Bedford. 

Hyannis Very  high  frequency  omnirange.  A short-range  navigation 

aid  which  defines  the  location  of  principal  airways  and 
furnishes  pilots  direction  from  ground  stations. 

Nantucket Conversion  to  Vortac.  Adding  the  Tacun  distance  measuring 

feature  to  an  existing  very  high  frequency  omnirange. 

Westfield. VIIF/UHF  direction  finder.  This  equipment  is  used  to  give 

flight  assistance  to  pilots  requiring  aid  in  determining  tneir 
location. 

Fan  marker.  This  type  of  facility  is  used  to  identify  certain 
points  along  airways  and  as  reporting  points  for  aircraft 
approaching  and  departing  airports. 

Worcester Vortac.  A short-range  navigation  aid  which  defines  the  loca- 

tion of  principal  airways  and  furnishes  pilots  direction  and 
distance  from  ground  stations.  (The  same  as  Nantucket 
Will  be  after  conversion.) 
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Establishment  of  air  navigation  facilities — Facilities  planned  for  establishment 
Location  Type  of  facility 

Westfield Convert  very  high  frequency  omnirange  to  a Vortac  facility. 

This  project  provided  for  adding  a Tacan  facility  of  the 
type  described  above  at  Nantuoket  to  the  very  high  fre- 
quency omnirange. 

In  addition  to  the  Westfield  project  it  may  be  necessary  to  defer  a number  of 
projects  involving  technical  and  operational  improvements  to  existing  facilities,, 
however,  the  basic  service  as  now  provided  by  the  facilities  will  not  be  affected. 


DEPARTMENT  OF  COMMERCE 

Century  21  Exposition,  Seattle,  Wash. 

STATEMENTS  OF  GEORGE  T.  MOORE,  ASSISTANT  SECRETARY  FOR 
ADMINISTRATION;  OSCAR  H.  NIELSON,  DEPARTMENTAL 
BUDGET  OFFICER;  FRANCIS  D.  MILLER,  SPECIAL  ASSISTANT 
TO  THE  SECRETARY;  I.  L.  HUNTER,  GENERAL  SERVICES  ADMIN- 
ISTRATION;  R.  M.  JACKSON,  GENERAL  SERVICES  ADMINISTRA- 
TION; BURTON  W.  ATKINSON,  NATIONAL  SCIENCE  FOUNDA- 
TION; AND  JAMES  HURD,  DEPARTMENT  OF  STATE 

Budget  Request 

Chairman  Hayden,  We  only  have  an  opportunity  to  hear  one  more 
matter  and  that  will  bo  the  Department  of  Commerce  participation 
of  the  Seattle  Exposition. 

The  rest  of  the  witnesses  may  be  excused  until  10:30  tomorrow 
morning. 

There  is  for  consideration  a request  in  the  amount  of  $12,500,000 
for  the  costs  of  Federal  Government  participation  in  the  Century  21 
Exposition  to  be  held  in  Seattle,  Wash.,  in  1961  and  1962. 

At.  this  point  there  will  be  placed  in  the  record  the  appropriate 
extract  from  Senate  Document  No.  47,  of  August  22,  transmitting 
the  request  for  these  funds  as  well  as  the  Department  of  Commerce 
justification  in  support  of  this  request. 

(The  justification  referred  to  follows:) 

"DEPARTMENT  OF  COMMERCE 
"General  Administration 

“PARTICIPATION  IN  CENTURY  tl  EXPOSITION 

“For  expenses  necessary  to  carry  out  the  provisions  of  the  Act  of  September  2,  1058 
[72  Slat.  1708),  as  amended,  including  not  to  exceed  $5,000  for  official  entertainment 
expenses,  $18,500,000,  to  remain  available  until  expended:  Provided,  That  this 
amount  shall  be  available  only  tipon  the  enactment  into  taw  of  S.  2065  or  H.R.  8874, 
Eighty-sixth  Congress,  or  similar  legislation.’’ 

Public  Law  85-880  (approved  September  2,  1958)  provided  for  participation  of 
the  Federal  Government  in  the  world  fair  to  be  held  in  Seattle,  Wash.,  in  1961-02, 
After  completion  of  a study  to  determine  the  extent  of  such  participation,  as 
provided  in  the  act,  the  President  recommended  that  the  Federal  Government, 
with  leadership  in  the  Department  of  Commerce,  construct  a building  to  house 
appropriate  exhibits  to  demonstrate  the  role  of  science  in  modern  civilization. 
Amendments  to  the  law  necessary  to  complete  this  project  have  been  passed  by 
the  House  and  reported  in  the  Senate.  The  proposed  appropriation  will  be  avail- 
able contingent  upon  the  enactment  into  law  of  these  or  similar  amendments. 

THB  THEME  OF  TUB  BRATTLE  EXPOSITION,  "CENTURY  2l” 

The  exposition,  which  will  be  held  in  Seattle  in  1961  and  1962,  will  be  inter- 
national in  scope  and  effect.  The  three  purposes  of  the  exposition  are  stated  in 
Public  Law  86-880.  All  three  have  international  significance.  The  three  are 
stated  in  the  act  as  follows: 

"(1)  oommemorate  the  centeunial  of  the  physical  fixing  of  the  boundary 
line  between  the  United  States  of  America  and  Canada, 

"(2)  depict  the  role  of  science  in  modern  civilization,  and 
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"(3)  exhibit  the  varied  cultures  of  the  nations  of  tho  Pacific  Rim," 

Tho  Washington  Stnto  World  Fair  Commission  has  determined  that-  recent 
tremendous  strides  of  science  which  have  brought  us  into  the  atomic  and  space 
era  should  bo  emphasized  in  this  first  major  U.S.  exposition  since  1939. 

Tiie  commission  has  secured  the  advice  of  lending  U.S,  scientists  and  plana  the 
type  of  exciting  and  scientific  exposition  that  could  lead  American  youth  into 
scientific  careers,  assist  adults  to  understand  scientific  progress,  and  demonstrate 
the  responsible  attitude  which  the  United  States  has  toward  such  progress— that 
it  should  be  used  for  the  benefit  of  mankind. 

titulary 

Tito  Century  21  Exposition  Jins  been  in  planning  stages  since  1955.  That  year, 
Gov.  Arthur  R,  Langlie,  of  Washington,  appointed  a bipartisan  exposition  com- 
mission, the  leadership  of  which  continues  today  under  Gov.  Albert  D.  Hosellini. 

Acting  on  recommendations  of  tills  exposition  commission,  which  enlisted  tho 
aid  of  the  University  of  Washington  Department  of  Business  Research,  the  Wash- 
ington State  Legislature  in  1957  appropriated  $7,500,000  for  site  acquisition  and 
capital  expenditures  for  an  international  exposition.  Additional  funds  for  site 
acquisition  and  facilities  to  be  utilized  by  the  exposition  have  been  made  available 
through  a $7,500,000  bond  issue  voted  by  Seattle’s  (lector ate.  Thus,  a total  of 
$15  million  already  lias  been  raised  to  finance  the  Century  21  Exposition. 

Site 

The  site  acquired  by  these  two  agencies  embraces  74  acres  overlooking  Seattle’s 
harbor,  only  a mile  from  the  city  center.  Engineering  and  financing  studies  are 
being  completed  by  the  Seattle  Transit  System  and  Lockheed  Aircraft  Co.  to 
provide  a monorail  link  bringing  people  from  the  city  center  to  the  exposition  in  a 
minute  and  a half.  All  necessary  utilities  are  installed  in  the  site.  Demolition 
of  existing  buildings  which  will  not  be  a part  of  the  exposition  has  been  underway 
since  November  1958. 

Operations 

Under  provisions  of  the  1957  enabling  act  of  the  Washington  State  Legislature, 
a statewide  nonprofit  corporation  was  formed  in  November  1957  to  provide 
operational  leadership  for  the  exposition.  Today  this  corporation,  Century  21. 
Inc.,  has  as  its  board  of  trustees  100  of  the  State’s  top  industrial,  labor,  civic,  and 
agricultural  leaders.  The  Governor  serves  us  honorary  chairman.  Serving  as 
ex  officio  vice  chairman  are  all  members  of  the  Washington  State  congressional 
delegation  and  Mayor  Gordon  S.  Clinton,  of  Seattle.  Officers  of  the  board  meet 
weekly.  Trustees  meet,  quarterly  to  review  operational  expenditures.  Capital 
expenditures  are  directed  by  the  exposition  commission,  with  the  Washington 
State  Department  of  Commerce  and  Economic  Development  acting  as  fiscal 
agent. 

RASIS  FOR  FEDERAL  GOVERNMENT  PARTICIPATION 

The  draft  letter  for  President  Eisenhower’s  use  in  transmitting  the  report  on 
the  plan  for  Federal  participation  to  the  Congress,  as  called  for  by  Public  Law 
85-880,  states  several  reasons  for  Federal  participation: 

"*  * * Today  many  Federal  departments  ana  agencies  have  great  scientific 
responsibilities.  In  accordance  with  the  act  the  Department  of  Commerce  was 
designated  to  develop  a comprehensive  plan  for  all  of  these  agencies  to  demon- 
strate their  scientific  accomplishments  and  goals,  especially  to  the  youth  of 
America,  the  peoples  of  the  Pacific  area,  and  the  world  at  large,  through  the 
medium  of  the  international  exposition  in  Seattle  in  1961. 

"The  leadership  of  the  United  States  in  many  fields  of  science  brings  with  it 
the  responsibility  for  showing  how  such  accomplishments  are  made  in  our  democ- 
racy. Furthermore,  we  must  constantly  state  and  demonstrate  our  belief  that 
increased  scientific  knowledge  must  be  used  for  the  benefit  of  man.  The  plan 
for  these  Federal  agencies  to  demonstrate  their  achievements  and  aims  at  this 
international  exposition  will  carry  with  it  an  expression  of  the  willingness  of  the 
United  States  to  share  scientific  progress.  Therefore,  I recommend  that  the 
Congress  authorize  and  appropriate  funds  for  its  implementation." 

Scientific  achievement  within  our  democracy,  the  role  of  Federal  departments 
and  agencies  in  such  accomplishments,  and  tlie  goals  for  the  future  will  be  dra- 
matically presented  at  the  Century  21  Exposition.  At  a time  when  many  thinking 
Americans  are  urging  youth  to  seek  scientific  careers,  such  dramatic  presentations 
by  any  of  the  various  participating  agencies  may  excite  and  arouse  a desire  to 
prepare  for  such  careers. 
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United  States-Canadian  Boundary  Centennial 

One  of  tho  purposes  of  tho  exposition  is  to  celebrate  the  centennial  of  the 
physical  fixing  of  the  boundary  between  the  United  States  and  Canada.  The 
excellent  relations  between  Canada  and  the  United  States  along  tho  longest 
unfortified  boundary  in  the  world  today  reminds  all  peoples  that  cooperation 
among  the  nations  of  tho  world,  based  on  trust  and  mutual  respect,  is  not  only 
possible,  but  beneficial  to  all.  Commemorating  the  harmony  that  has  existed 
along  this  border  may  servo  to  remind  the  world  of  the  need  to  five  side  by  side 
with  one  another  even  though  scientific  progress  has  given  us  tho  means  of  anni- 
hilating each  other. 

Depicting  the  role  of  science  in  modern  civilization  and  exhibiting  the  varied  cultures 
of  the  nations  of  the  Pacific  rim 

The  United  States  will  illustrate  its  belief  that  the  proper  role  of  soiencc  in 
modern  civilization  requires  the  assumption  of  moral  responsibility  in  international 
relations.  It  is  appropriate  that  emphasis  is  to  be  placed  on  participation  in  the 
exposition  by  nations  bordering  on  the  Pacific  Ocean — tho  so-called  Pacific  rim 
nations.  All  of  them  are  targets  for  Communist  domination.  Many  of  these 
nations  are  in  tho  beginnings  of  their  political  and  scientific  development.  It 
seems  appropriate,  therefore,  for  the  United  States  to  look  forward  to  its  own  future 
and  their  future,  using  the  exposition,  and  particularly  its  science  theme  center, 
as  a forum.  The  United  States  will  affirmatively  assert  its  hope  for  future 
economic  and  health  improvement  evolving  from  scientific  progress. 

The  U.S.  exhibition  will  show  those  strides  that  are  being  made  to  combat 
disease  and  malnutrition.  If  we  are  looking  forward  toward  the  time  when  ocean 
water,  free  from  salt,  will  bo  used  most  economically  for  manufacturing  and  irri- 
gation, this  should  be  demonstrated  in  an  effective  exhibit.  Undoubtedly,  the 
waters  and  depths  of  the  ocean  can  also  become  one  of  the  most  important  sources 
of  food,  minerals,  and  energy.  Similarly,  if  steps  are  being  taken  toward  securing 
pow'er  and  energy  from  solar  and  fusion  processes,  this  can  and  should  be  shown, 
for  the  area  of  the  Pacific  Rim  will  be  affected  most  dramatically  because  its  later 
start  in  scientific  progress  enables  it  to  skip  lightly  over  a large  portion  of  scientific 
progress  in  the  earlier  20th  century. 

DEVELOPMENT  OK  PLAN  OF  FEDERAL  PARTICIPATION 

Following  the  passage  by  Congress  of  Public  Law  85-880,  and  approval  by  the 
President  on  September  2,  1958,  the  President  designated  the  Secretary  of  Com- 
merce to  assist  him  in  the  development  of  t he  plan  for  Federal  Agency  participa- 
tion in  the  exposition.  While  Public  Law’  85-880  authorized  the  appropriation  of 
$125,000,  its  passage  near  the  end  of  the  session  of  Congress  precluded  the  presen- 
tation of  appropriation  legislation.  Out  of  the  emergency  funds  appropriated  to 
the  President  $60,000  was  made  available  for  the  purposes  of  determining  the  best 
plan  for  the  participation  of  agencies,  and  for  the  preparation  of  a report  to  Con- 
gress, as  called  for  by  the  act. 

In  January  1959,  the  Secretary  of  Commerce  called  together  representatives  of 
agencies  whose  accomplishments  and  responsibilities  indicated  that  they  might 
be  likely  to  participate  in  the  scientific  and  international  aspects  of  the  exposition. 
Following  this  meeting,  the  President's  Office  asked  the  heads  of  these  and  other 
agencies  to  designate  a top  official  who  could  work  with  the  Secretary  of  Com- 
merce's staff  on  coordinating  a plan  for  Federal  exhibition.  Fifteen  agencies 
designated  such  a person  and  brought  together  their  own  staff  members  to  con- 
sider their  own  plan  for  participating.  Members  of  the  Secretary  of  Commerce's 
staff  participated  in  many  of  these  meetings.  Several  of  the  leading  U.S.  scientists 
who  have  been  advising  the  Seattle  Exposition  officials,  likewise  made  themselves 
available  to  consult  with  these  agencies  on  the  science  content  of  the  U.S.  exhi- 
bition. 

COORDINATION  OF  PLANS  BY  DEPARTMENT  OF  COMMERCE 

The  various  agencies,  in  February  and  early  March  19.59,  submitted  their 
conception  of  the  type  of  participation  which,  in  their  belief,  fitted  into  the  theme 
centers  of  the  exposition.  Originally  it  wras  thought  that  a Federal  exhibit  might 
be  located  in  a theme  center  other  than  the  science  center.  Howrever,  as  wrork  on 
the  plan  for  Federal  participation  proceeded  and  the  staff  of  the  Secretary  of 
Commerce  worked  with  representatives  of  the  exposition’s  science  planning 
board,  it  became  apparent  that  the  Federal  participation  should  be  directed  toward 
the  science  center  activity  which  the  exposition  will  emphasize.  Confining  the 
Federal  activity’  to  the  world  of  science  activity  will  also  physically’  centralize  the 
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Federal  oxhibits  for  housing  and  administration  purposes.  Therefore,  all  plans 
for  nonscicntiflc  exhibits  submitted  by  the  agencies  wore  omitted  from  the  final 
plan  for  the  Federal  participation.  All  funds  now  sought  arc  to  support  Federal 
participation.  All  funds  now  sought  are  to  support  Federal  participation  in  the 
world  of  seienco  area. 

Coordination  of  the  plan  by  the  staff  of  the  Secretary  of  Commerce  was  done  in 
consultation  with  Mr.  George  llothwell,  representing  the  National  Science 
Foundation.  The  President’s  science  adviser,  Dr.  James  R.  Killian,  Jr.,  desig- 
nated Dr.  Detlcv  Brook  and  Dr.  Paul  Weiss  to  keep  liim  informed. 

After  the  agencies  had  met  with  members  of  the  Secretary’s  staff,  they  aubmittod 
their  plans.  These  submissions  were  then  examined  by  the  Commerce  officials 
and  the  representative  of  the  National  Science  Foundation.  Many  of  the  subjects 
contained  precisely  tho  type  of  materials  which  appear  in  the  final  plan.  In  some 
cases  where  more  than  one  agency  suggested  the  same  subject  matter,  a decision 
was  made  as  to  which  agonoy  would  be  asked  to  assist  and  contribute  to  the 
presentation  of  the  particular  aubjoct.  Other  subjects  were  not  included  int  he 
final  plan  because  their  cost  would  have  meant  that  a much  groater  appropriation 
would  have  to  be  sought,  and  other  subjects  would  make  it  possible  to  represent 
U.S.  scientific  achievements  effectively.  As  a result  of  this  coordination  work 
the  plan  presented  is  both  scientifically  accurate  and  coherent  and  is,  therefore, 
supported  by  the  President's  scionce  adviser. 

The  Federal  plan  is  also  supported  by  the  National  Science  Planning  Board. 
This  Board  of  20  leading  U.S.  scientists  has  made  itself  available  to  the  staff  of 
the  Secretary  of  Commerce,  and  under  the  authority  of  Public  Law  85-880  the 
Secretary’s  staff  cooperated  with  that  Board  and  officials  of  tho  exposition  to 
integrate  the  Federal  participation  plan  into  the  authentic  U.S.  presentation  of 
science  progress  to  the  world,  and  particularly  the  nations  of  the  Pacific  Rim. 
The  Science  Planning  Board  members  have,  from  the  first,  insisted  on  presenting  a 
valid  science  exposition.  Therefore,  their  endorsement  of  this  plan  supports  this 
request  for  funds  to  create  and  operate  it. 

COORDINATION  WITH  THE  DETARTUENT  OP  STATE 

Since  many  nations  will  be  interested  in  the  exposition,  and  since  scientific 
advance  is  international  in  scope,  the  Department  of  State  has  an  interest  in  the 
activities  which  are  taking  place  at  Seattle  and  which  will  be  publicized  throughout 
the  world.  The  staff  of  the  Secretary  of  Commerce,  therefore,  has  been  in  close 
liaison  with  the  Department  of  State,  specifically  the  office  of  the  Secretary's 
science  adviser  and  the  office  of  the  Assistant  Secretary  for  Public  Affairs. 

The  Department  of  State  has  under  study  a method  of  inviting  foreign  nations 
to  participate  in  tbe  exposition  in  general,  and  foreign  scientists  in  the  science 
center  in  particular.  In  the  latter  case,  the  plan  calls  for  foreign  scientists  to  be 
invited  to  participate  in  specific  areas  of  a particular  science  and  such  participation 
will  be  integrated  into  certain  basic  science  exhibits.  Space  for  the  installation  of 
their  contributions  in  the  science  area  will  be  in  the  U.S.  building,  and  be  com- 
pletely controlled  by  the  United  States. 

Thus,  the  plan  for  Federal  participation  has  been  prepared  as  directed  by 
Public  Law  85-880.  There  has  been  a coordination  within  the  executive  branch. 
Foreign  policy  aspects  have  been  thoroughly  considered.  The  executive  branch 
has  cooperated  with  the  exposition  officials  and  the  mutual  exchange  of  plans  and 
ideas  has  helped  plan  both  a better  exposition  and  a better  plan  for  Federal 
participation. 

TI^E  LIFE  SCIENCES,  $1,250,000 

The  theme 

In  the  area  devoted  to  the  "Life  Sciences",  exhibits  will  develop  in  a series  of 
coordinated  steps  the  major  areas  that  biochemists  and  others  are  exploring  in 
nature  and  in  the  processes  of  life.  The  understanding  derived  from  yesrs  of 
basic  scientific  discovery  will  be  projected  into  the  future  and  related  to  the  welfare 
of  a much  expanded  world  population  in  Century  21.  How  biology  contributes 
to  the  rational  choices  that  man  can  and  muBt  make  today  with  respect  to  the 
survival  of  his  species  will  be  illustrated. 

As  an  example  of  specific  subject  treatment,  special  emphasis  will  be  placed  on 
an  exhibit  that  depicts  the  ail-important  life  creating  and  sustaining  process  of 
photosynthesis.  Herein  lies  the  secret  of  life  itself  and  undetermined  sources 
of  power — sources  of  power  that  might,  in  the  not  too  distant  future,  dwarf  present 
conventional  and  atomic  sources. 
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Tin-  Department  of  Health,  Education,  and  Welfare  will  pro  went  medical  exhibit* 
such  as  research  in  chemical  cures  for  cancer,  tenting  against  new  hazards  in  radia- 
tion and  new  forms  of  drugs.  Blood  and  tissue  will  bo  the  subjects  of  presenta- 
tions by  the  Department  of  Defense.  The  Department  of  Agriculture  wifi  provide 
exhibits  on  the  subjects  of  breeding  and  genetics.  They  will  also  demonstrate  new 
•crops  and  display  now'  techniques  in  improving  animals. 

The  Atomic  Energy  Commission  will  delve  into  radiation  plus  studies  in 
biosynthetic  labeling,  tumor  localization,  and  parasite  eradication.  In  addition 
•to  its  task  of  exhibit  and  theme  coordination,  the  National  Science  Foundation 
will ipreBent  oxhibits  in  such  life  scionce  subjects  as  growth  and  bahavior.  The 
N8F  intends  to  seoure  the  cooperation  of  the  National  Academy  of  Science, 
private  foundations,  and  educational  institutions. 


The  theme 


BNEBOT,  11,490,000 


The  theme  of  the  “Energy"  section  is  man's  endless  search  for  new  sources  of 
•energy.  A review  of  his  accomplishments  up  to  1961  will  be  presented.  The 
show  will  then  proceed  rapidly  from  conventional  power  to  power  from  fission 
and  fusion,  and  to  the  direct  conversion  of  nuclear  power  without  an  intervening 
heat  cycle. 

Communications  will  demonstrate  worldwide  transmission  by  satellite  repeaters. 
Weather  predicting  techniques,  suoh  as  we  have  never  imagined,  that  could  save 
billions  or  dollars  and  countless  lives  will  be  demonstrated. 

The  Department  of  Defense  will  play  a major  role  in  the  "Energy”  section. 
This  Department  intends  to  cover  the  following  subjects:  Power  sources — atomic 
power  package,  solar  energy,  cosmic  rays,  direct-battery  conversion  of  chemical 
to  electric  power,  and  shock-tube  programs.  Other  important  topics  will  be 
crystal  physics,  crystal  and  whisker  growth,  high  pressure  and  unusual  fabrication 
techniques,  etc.  The  Atomic  Energy  Commission  will  deal  in  reactors — fission 
and  fusion  models  plus  a small  power  source  for  satellites.  The  National  Science 
Foundation  will  contribute  research  in  chemical  engines.  Saline  water,  hydro- 
electric power  and  metallurgy  will  be  the  principal  ureas  of  participation  by  the 
Department  of  the  Interior.  The  Federal  Aviation  Agency  has  been  requested 
to  present  studies  in  fuels  and  propulsion  systems.  The  Department  of  Commerce 
will  round  out  the  display  with  a maritime  exhibit  including  atomic  propulsion 
and  hydrofoils,  etc. 


The  theme 


VAN,  $1,706,000 


Man  is  greatly  affected  by  the  many  forces  that  are  at  play  within  his  environ- 
ment. His  reaction  to  these  forces — in  the  past,  the  present,  and  the  future — sets 
the  theme  for  the  exhibit  in  the  “Area  of  Man". 

Here  will  be  shown  those  inventions  and  the  results  of  science  research  that  have 
■eased  man's  workload,  provided  him  leisure  with  dignity,  and  with  new  powers  to 
heal  himself,  as  well  as  the  power  to  destroy  himself.  Here  the  visitor  will  see 
treated  in  exhibit  form  the  coming  population  explosion  and  the  restless  search  for 
food  as  a weapon  for  peace.  In  thiB  area  it  will  be  clearly  demonstrated  that  out 
■of  coming  generations  wo  must  discover  and  encourage  the  scientists  of  tomorrow. 

The  Department  of  Defense  has  proposed  environment  and  reaction  studies. 
Health,  Education,  and  Welfare  is  prepared  to  present  exhibits  concerned  with 
geriatrics,  educational  advances  and  techniques,  population  explosion,  and  urbani- 
zation. The  Department  of  Labor  will  tell  the  story  of  man  at  work  throughout 
the  ages.  Particular  emphasis  will  be  placed  on  automation  and  its  effect  upon 
the  workingman  and  his  future.  New  food  sources  will  be  the  subject  of  exhibits 
by  the  Department  of  Agriculture.  The  story  of  the  future  of  commerce,  industry, 
and  transportation  will  be  told  by  the  Department  of  Commerce.  Conservation, 
fossil  fuels,  etc.,  will  be  the  subjects  of  exhibits  by  the  Department  of  the  Interior. 

The  National  Science  Foundation  will  provide  basic  science  exhibits  designed  to 
assure  continuity  of  theme.  They  will  also  contribute  scientific  direction  and 
coordination. 

A high  percentage  of  the  exhibits  involved  will  be  designed  to  have  residual 
value.  This  will  be  true  of  the  other  theme  areas  as  well. 


SPACE,  *1,639,000 

The  theme 

Space  science  is  no  longer  science  fiction.  Within  the  Federal  Government  the 
National  Aeronautics  and  Space  Administration,  the  Department  of  Defense,  the 
National  Science  Foundation,  and  the  Weather  Bureau,  and  Bureau  of  Standards 
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of  the  Department  of  Commerce,  and  others,  work  around  the  clock  on  all  phases 
of  science  problems  created  by  man’s  challenge  of  space.  Astronautical  measure- 
ment, chemistry,  cosmic  radiation,  communications,  orbital  mechanics,  propulsion, 
medicine,  and  habitation  arc  just  a few  of  the  problems. 

The  introduction  to  this  science  will  be  presented  as  an  accomplishment  of  our 
Government.  The  National  Aeronautics  and  Space  Administration  will  make  it 
possible  for  the  visitor  to  see  how  information  from  satellites  is  transmitted  for 
analysis  in  terms  of  its  scientific  significance.  Such  developments  as  have  been 
analyzed  by  the  time  of  the  exposition  will  be  included  in  this  exhibit,  stressing 
the  significance  of  the  satellite  as  an  exploratory  scientific  tool. 

Past,  present,  and  future  space  vehicles  and  an  actual  80-foot  research  rocket, 
models  and  demonstrations  of  propulsion  systems  will  lead  the  visitor  to  a point 
where  he  can  see  a full-scale  mock-up  of  the  capsule  in  which  the  first  men  will 
make  space  exploration.  The  problems  that  will  attend  such  exploration  will  be 
illustrated  and  solutions  proposed. 

Space  research  for  the  benefit  of  mankind  will  be  demonstrated.  Forecasting, 
and  perhaps  even  controlling  weather  by  efforts  in  space  will  be  shown.  Recent 
earth-bound  scientific  accomplishments  will  not  be  ignored.  The  Bureau  of  Stand- 
ards will  demonstrate  nonsatellite  methods  of  measurement  of  the  earth's  iono- 
sphere. The  National  Science  Foundation  will  present  exhibits  covering  com- 
pilations and  conclusions  developing  out  of  the  International  Geophysical  Year 
and  the  Smithsonian  Institution's  proposal  for  astrophysical  laboratories. 

Exhibit  breakdown  by  agency 


Space 

Life 

Energy 

Man 

Totals 

National  Aeronautics  and  Space  Administration.... 
Department  of  Defense... 

$800,000 

400,000 

26,000 

■ 

$750,000 

60,000 

$110,000 

200,000 

420.000 

190.000 

Willlll 

Department  of  Commerce 

Department  of  Health,  Education,  and  Welfare 

Department  of  Agriculture^. 

§§ii 

Atomic  Energy  Commission __  ... .. 

240.000 

100.000 
110,000 
150,000 

National  Science  Foundation 

Department  of  the  Interior 

250,000 

290,000 

76,000 

Federal  Aviation  Agency 

Department  of  Labor 

420,000 

Total  direct  exhibit  cost 

1,530,000 

1,490,000 

5,984,000 

674,228 

Cost  of  maintenance,  utilities,  etc 

Grand  total 

0,668,228 

i i 

The  agency  submissions  total  $5,984,000.  However,  these  did  not  include  all 
charges  such  as  building  maintenance,  utilities,  and  allowance  for  modernizing 
the  exhibits.  For  the  3-year  period  these  charges  amount  to  $674,228,  and 
have  been  added  to  the  ngency  submission  which  gives  a total  of  $6,658,228  which 
provides  for  all  exhibit  costs  except  the  construction  of  the  science  hall  and 
administrative  expenses. 

Department  of  Commebce  Participation  in  Century  21  Exposition 
Summary  by  activity,  fiscal  years  1960-63 


Activity  Amount 

1.  Exhibition  hall: 

(a)  Site  development  and  construction $5,003,550 

(b)  Design  and  supervision .. 200,142 

2.  Exhibit  program . .... 6,658,228 

3.  Program  direction  and  administration 638,080 


Total  requirements - 12, 500,  000 
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Object  classification 

Fiscal  year 
1080 

Fiscal  year 
1061 

1 Fiscal  year 
1964 

Fiscal  year 
1963 

Total 

01  Persona]  services 

02  Travel 

03  Transpormtlon  of  things 

01  Communication  services 

05  Rents  and  utility  services 

08  Printing  and  reproduction 

07  Other  contractual  services 

03  Supplies  and  materials 

09  Equipment - 

$136,840 
27,840 
271, 760 
6,000 
63,600 
16,920 
2, 106, 021 
9,690 
0,440 

$74,360 
28,400 
103, 016 
1,600 
01,696 
6,000 
898,817 
8,875 

$190,000 
111,812 
400,400 
16,000 
202,300 
44, 480 
6,892,616 
31,700 
16,000 
6, 203,  692 
32,100 

10  Land's  and  structures 

11  Orants,  subsidies  and  contributions.-. 

Total 

8,806 

11.630 

6,385 

8, 163, 182 

2,711,906 

947, 875 

687, 037 

12,600,000 

Justification  of  Total  Requirements 

I.  A.  Justification  of  total  requirements,  site  development  and  construction,  building 
construction  costs,  $5,003,560 

Although  no  plan  for  a building  design  is  presently  on  the  drawing  boards,  the 
story  line  clearly  suggests  to  an  architect  a three-winged  circulation  plan  around 
a central  hall  of  man.  These  wings  can  be  circles,  hexagons,  rectangles  or  any 
other  shape,  and  as  plans  for  the  final  building  evolve,  all  of  these  elements  will 
be  studied. 

For  estimate  purposes  a triparted  building  consisting  of  three  overlapping  circles, 
each  approximately  275  feet  in  diameter  would  provide  areas  for  tho  life  sciences, 
energy,  and  space  exhibits.  Another  circle  superimposed  upon  the  three  provides 
a central  area  for  the  man  exhibit. 

Such  a building  would  produce  a ground  area  of  166,785  square  feet. 

A columnless  building  with  dramatic  exterior  and  interior  illumination  capable 
of  handling  the  anticipated  peak  crowd  of  43,000  per  day  could  be  constructed  for 
approximately  $30  per  square  foot,  giving  a building  cost  of  $5,003,550.  The 
$30  figure  was  confirmed  informally  by  independent  sources  in  Seattle  and  in 
New  York. 

/.  B.  Justification  of  total  requirements,  architectural  services,  $800,14% 

In  arriving  at  a fair  and  just  fee  to  be  paid  to  an  architect  for  designing  a build- 
ing as  has  been  described,  a figure  of  4 percent  is  used.  The  building  itself  is  not 
“an  exhibit”  as  was  the  case  in  Brussels.  It  has  no  complex  requirements  and 
should  be  relatively  simple  to  develop  since  each  of  the  three  parts  will  be  exactly 
alike.  There  should  be  no  need  for  special  consultants  or  additional  design  work, 
and  since  utilities  are  presently  available  on  the  site,  no  unusual  engineering  con- 
sultation should  be  necessary. 

The  total  architectural  fee  in  the  construction  of  the  American  Pavilion  at 
Brussels  reflected  6 percent  of  the  estimated  cost  of  construction  of  the  building. 
For  reasons  noted  above,  it  was  felt  that  the  architectural  fee  in  this  instance 
should  be  no  more  than  two-thirds  of  the  Brussels  figure — hence  4 percent  or 
$200,142. 

II.  A.  Justification  of  total  requirements,  exhibit  program,  exhibit  construction  and 
operation  in  Hall  of  Science,  $6,658,888. 

1.  Justification  of  total  requirements,  construction,  $4,458,000. — The  proposed 
exhibit  building  will  provide  approximately  166,785  square  feet  of  ground  area. 
A 20-foot-wide  walkway  between  the  basic  research  exhibits  in  the  so-called  core 
area  and  the  technological  exhibits  in  the  rim  area  would  leave  94,600  square 
feet  of  exhibit  space  on  the  ground  floor,  and  54,000  square  feet  in  the  mezzanine, 
or  a total  of  148,600  square  feet  of  usable  exhibit  space.  The  cost  of  exhibit  con- 
struction varies  w idely  with  the  type  of  subject  to  be  exhibited.  It  can  run  as  high 
as  $90  per  square  foot,  as  it  did  in  the  International  Hall  of  Science  in  Brussels, 
to  as  low  as  $8  per  square  foot,  as  it  did  in  the  American  pavilion  at  Brussels.  By 
averaging  the  total  square  footage  that  will  probably  be  assigned  to  the  basic 
science  exhibits,  with  the  probable  square  footage  assigned  to  the  technological 
exhibits,  a figure  of  approximately  $30  per  square  foot  can  be  considered  reason- 
able. The  fact  that  this  figure  coincides  with  the  cost  of  building  construction  is 
purely  coincidental.  Its  use  projects  a cost  of  $4,458,000. 
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2.  Justification  of  total  requirement*,  dexign,  $8! #,000. — It  i«  believed  that 
much  of  thu  cost  of  the  individual  design  of  exhibits  will  bn  borne  by  the  private 
industry  whoso  equipment  will  bo  used.  Nevertheless,  If  th«  science  exhibit  is  to 
have  unity  and  be  cohesive,  it  must  ndhore  to  an  over  all  design  concept.  While 
this  will  be  controlled  and  supervised  most  closely  by  the  Federal  Government 
staff,  outside  design  assistance  will  bo  required.  It  is  believed  that  those  services 
can  be  acquired  at  the  same  percentage  of  construction  figure  which  was  used  in 
Brussels.  This  was  7 percent  and  would  produce  a cast  of  Sill 2,000. 

3.  J ustificalion  of  total  rcqiiirements,  operation,  $i,S88t2#S. — (a)  Contractual 
personal  services,  $840,516:  The  exposition  will  operate  158  days  in  1961,  and 
158  days  in  1962.  Thorc  will  be  a decclleruted  program  during  the  winter  months 
between  October  15  of  19G1  and  May  10  of  1902, 

A total  of  65  persons  is  needed  to  operate  the  building  and  exhibits  during  tiro 
regular  season.  This  includes  40  demonstrators,  12  guards,  0 Hkliled  workmen, 
0 cleaning  personnel,  and  1 nurse.  At  prevailing  rates  of  pay  a total  of  $340,510 
would  bo  required  for  the  18  months  by  reducing  the  staff  by  40  percent  during 
the  winter  months. 

The  services  of  scientists  will  bo  needed  frequently  during  the  years  1961  and 
1962.  After  conferring  with  representatives  of  the  Atomic  Energy  Commission 
backed  by  Genova  experience,  it  was  estimated  that  at  least.  25  such  scientists 
would  be  required  at  various  times  for  counseling,  planning,  demonstrations  and 
lecturing.  At  the  rate  of  $10,000  per  year,  $500,000  will  be  required  to  meet  this 
need. 

(b)  Travel,  $100,812:  It  is  estimated  that  8 trips  per  month  to  Seattle  may  be 
required  to  Seattle  for  the  3-year  period  of  operation.  This  includes  trips  by  de- 
signers and  scientists  as  well  as  staff  personnel.  If  half  of  this  travel  is  performed 
by  air  and  half  by  surface,  a total  of  $100,812  will  be  required  including  per  diem 
allowances. 

(c)  Transportation  of  things,  $454,000:  It  is  anticipated  that  approximately 
500  tons  of  various  exhibit  materials  and  household  effects  will  bo  shipped  from 
origins  within  the  United  States  to  Seattle  and  return.  These  items  will  include 
scientific  electrical  equipment  which  may  require  special  packing,  or  presumably 
may  be  shipped  at  lower  cost  by  air.  By  using  the  LCL  rate  of  $22.72  per  hun- 
dredweight from  Washington  to  Seattle,  $454,400  for  the  round  trip  transportation 
of  things  will  be  needed.  Since  many  of  the  exhibit  iterm  will  originate  at  points 
nearer  Seattle  than  Washington,  it  is  believed  that  the  figure  will  also  cover 
insurance. 

(rf)  Utilities,  $197>500:  There  will  be  approximately  200  days  during  the  winter 
months  when  it  will  be  necessary  to  provide  heat,  in  the  building.  If  we  anticipate 
a cost  of  $500  per  day  during  this  season  and  $300  per  duy  during  the  316  days  of 
regular  operation,  an  amount  of  $197,500  will  be  required  for  all  utilities  including 
water,  gas  and  electricity. 

(e)  Other  contractual  services,  $20,090:  Experience  indicates  that  it  is  more 
efficient  and  less  costly  to  contract  with  outside  firms  for  certain  needed  services, 
such  as  landscape  maintenance,  uniform  cleaning  and  repair,  and  others.  Also, 
warehouse  space  will  be  required  for  the  storage  and  assembly  of  exhibit  materials 
prior  to  installation  in  the  exhibit  building.  Therefore,  $20,000  has  been  provided 
to  cover  these  costs  for  the  3-year  life  of  the  exposition. 

(ft  Building  maintenance,  $25,000:  It  is  estimated  that  the  cost  of  materials 
ana  supplies  for  the  maintenance  of  the  building,  including  paint,  lumber,  cleaning 
materials  and  light  bulbs  will  approximate  $25,000. 

( g ) Exhibit  maintenance,  $50,000:  Many  of  the  exhibits  in  the  science  hall  will 
be  of  a "push  button"  nature  which  invites  audience  participation.  Whilo  this  is 
most  desirable,  it  also  exposes  the  exhibit  to  a maximum  of  vandalism.  In  the 
case  of  delicate  scientific  instruments  damage  could  bo  extensive  and  the  need  to 
replace  breakage  would  be  frequent.  However,  It  is  considered  that  the  sum  of 
$50,000  for  the  2-year  exposure  period  will  be  sufficient. 

(A)  Changing  exhibits  and  refurbishing,  $200,000:  Since  the  purpose  of  the 
exposition  is  to  Exhibit  the  latest  developments  in  many  different  fields  of  science, 
it  is  assumed  that  several  "break-throughs"  may  occur  during  the  life  of  the  exposi- 
tion. It  probably  will  be  necessary  to  alter  certain  exhibits  In  order  to  bring  them 
up  to  date  and  to  reflect  scientific  advancement  as  soon  as  it  is  made.  In  some 
cases  it  may  even  bo  necessary  to  introduce  new  exhibits  between  the  fall  of  1961 
and  the  spring  of  1962.  The  amount  of  $200,000  allowed  to  cover  this  exigency 
will  be  expended  only  upon  the  advice  and  counsel  of  competent  scientific  authority 
such  as  the  National  Science  Planning  Bortrd. 
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III.  Justification  of  total  requirements,  program  direction  and  administration, 
$888,080 

A.  Personal  services,  $',90,000.— This  category  of  expense  includes  the  Offico  of 
the  Commissioner  and  his  immediate  stuff,  engineering  personnel  for  construction 
supervision,  and,  later,  maintenance  supervision  and  usual  administrative  support 
costs  based  on  tho  assumption  that  format  accounting,  payrolling  and  personnel' 
work  would  he  done  centrally  by  existing  stuff. 

A maximum  staff  of  22  is  proposed,  with  uggregule  man-years  of  56  over  the 
life  of  the  fair.  This  assumes  full  staffing  for  tho  18  months  exhibition  period, 
with  portions  of  the  staff  us  required  during  tho  construction  and  striking  phases 
of  the  operation.  The  assumptions  on  which  tho  estimates  are  based  are  set 
forth  below. 

There  would  he  1 7 positions  in  the  Office  of  the  Commissioner  at  an  approximate 
annual  rate  of  $128,500.  The  Office  of  the  Commissioner  includes  the  Commis- 
sioner, Deputy  Commissioner,  an  Assistant  for  Administration,  an  Assistant  for 
Scientific  Exhibits,  one  manager  for  each  exhibit  area  (four  in  all)  and  related 
stenographic  personnel.  It  is  contemplated  that  the  Commissioner,  his  Deputy, 
the  Assistant  for  Administration  and  the  Assistant  for  Scientific  Exhibits  will  be 
active  early  in  fiscal  year  I960,  with  the  exhibit  area  managers  becoming  active 
during  the  construction  and  the  operational  phase  of  the  scientific  exhibits. 

To  provide  administrative  support,  five  positions  arc  needed  at  an  approximate 
annual  rate  of  $51,000.  It  is  assumed  in  this  estimate  that  official  personnel  func- 
tions and  accounting  functions  would  be  performed  by  departmental  facilities 
already  available  on  a reimbursable  basis  within  tho  Department,  Tho  type  of 
functions  provided  for  in  this  estimate  would  bo  limited  to  the  operational  and 
control  functions  necessary  in  a decentralized  office.  Because  of  the  large  number 
of  guides  provided  in  the  exhibits  estimate,  it  is  believed  that  a personnel  officer 
will  be  necessary  to  supervise  such  personnel  and  to  perform  necessary  preliminary 
paperwork  for  local  hirings  and  similar  activities.  There  will  also  be  a function 
of  loci’l  fiscal  and  budgetary  control,  handling  of  local  disbursements  for  small 
purchases  and  other  budgetary  and  fiscal  functions  required  at  the  fair  site.  Also 
included  is  an  engineering  operation  which,  in  the  early  stages  of  tho  program, 
will  include  a supervisory  engineer  for  construction  of  buildings  and  exhibits  and 
continue  during  the  actuul  operation  of  the  fair  as  a chief  maintenance  officer,  and 
in  tho  later  stages  of  the  program,  dismantling  and  striking  of  exhibit  materials. 
Finally,  it  is  contemplated  that  a transportation  and  warehousing  officer  will  be 
necessary,  particularly  in  the  construction  phase  of  the  operation  as  exhibit 
materials  me  shipped  into  tiie  fair  site.  This  activity  would  also  be  responsible 
for  the  return  shipment,  of  exhibits  upon  completion  of  the  fair. 

U.  Other  objects,  $148,080. — The  other  objects  estimates  are  necessarily  arbi- 
trary at  this  paint  in  the  development  of  tho  fair  program  and  it  will  be  subject 
to  adjustment,  in  concept  as  between  objects  as  the  fair  program  develops.  All 
other  object  cot  ta  directly  related  to  construction  and  shipping  of  exhibit  materials 
are  included  in  the  portion  of  the  estimate  for  construction  of  exhibits.  The  costa 
related  below  ari,  therefore,  limited  to  support  for  the  administrative  staff. 

1.  Travel,  $1 1,000:  The  travel  estimate  assumes  10  round  trips  between -Wash- 
ington, D.C.,  and  Seattle  for  the  purpose  of  hearings,  consultations  with  depart- 
mental officials,  etc.  All  travel  performed  in  connection  writh  mounting  of  exhibits, 
procurement,  etc.,  would  be  charged  to  the  exhibit  budget. 

2.  Transportation  of  things,  $6,000:  Thisostimate  is  primarily  for  the  movement 
of  household  effects  to  Seattle  with  a small  provision  for  other  types  of  ship- 
ments during  the  life  of  the  fair. 

3.  Communication  services,  $15,000:  This  estimate  is  based  on  a cost  of  $500 
per  month  during  the  2 fiscal  years  during  which  the  fair  is  active  and  $1,500  a 
year  for  the  fiscal  years  of  the  construction  phase  and  the  striking  phase  of  the 
fair.  This  covors  telephone,  telegrams,  nnd  other  miscellaneous  costs. 

4.  Rents  and  utilities,  $4,800:  This  estimate  will  provide  for  rental  of  automo- 
biles, miscellaneous  office  machines  rentals  and  similar  items. 

5.  Printing  and  binding,  $44,480:  This  estimate  provides  for  informational 
pamphlets  for  the  exhibit  ureas,  printing  of  administrative  forms,  and  necessary 
reports  of  the  Commissioner. 

6.  Other  contractual  services,  $12,000:  This  estimate  provides  $5,000  for  official 
entertainment,  $5,000  for  Federal  group  life  insurance  contributions  and  the 
balance  for  miscellaneous  contractual  requirements  during  the  life  of  the  fair. 

7.  Supplies  and  materials,  $6,700:  This  will  provide  for  pure  v administrative 
.supplies  for  the  administrative  staff  based  on  an  estimate  for  $100  per  man-year. 
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All  coats  related  to  tho  maintenance  of  exhibits  aro  included  in  other  portions  of 
the  estimate. 

8.  Equipment,  $16,000;  It  is  assumed  that  complete  furnishing  of  offices  for  tho 
administrative  staff  will  bn  necessary  at  a cost  of  approximately  $12,750.  Tho 
balance  of  tho  estimate  is  for  miscellaneous  replacement  equipment  costs  and  other 
requirements  over  tho  life  of  tho  fair  operation. 

9.  Contributions  to  the  retirement  fund,  $32,100:  This  estimate  is  based  on 
6^  percent  of  personal  services  costs. 


Program  and  financing 


Presently 

available, 

I960 

Revised 

estimate, 

1900 

Increase, 

I960 

Program  by  activities: 

I.  Exhibition  hall. 

(a)  Bite  development  find  construction 

15,1X13,  M0 
200,  142 
2,819.220 
130.270 

$6, 003, 650 
200,142 
2, 819,220 
130,270 

(6)  Dossil  and  supervision ... 

2,  Exhibit  program .....  _ 

3.  Program' direction  and  administration 

Total  obligations 

8, 183,  182 

4, 340. 818 

8, 163, 182 
4,346,818 

Financing:  Unobligated  balanoc  carrlod  forward 

Appropriation  (ucw  obligations!  authority) 

12,  800, 000 

12,600,000 

Object  classification 


Presently 

avollnblc, 

1900 


Revised 

estimate, 

1960 


Increase, 

190C 


Total  number  of  permanent  positions. . 

Average  number  of  all  employees 

Number  of  employees  at  end  of  year... 

01  Persona!  services: 

Permanent  positions 

Other  personal  services 

Total  personal  services 

Travel - 

Transportation  of  things.. 

Communication  sorvlces 

Rents  and  utility  services — 

Printing  and  reproduction 

Other  contractual  services... 

Supplies  and  materials.......... 

Equipment 

Lands  and  structures 

II  Grant*,  subsidies,  and  contributions 
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Average  salary  and  grade 


1958  actual 

i960  estimate 

1960  estimate 

Average  OS  grade  and  salary 

11. 8 $9, 734 

Presently 

available, 

I960 

Revised  esti- 
mate, 1960 

Increase, 

I960 

Num-  Total 
ber  salary 

Num-  Total 
ber  salary 

Num-  Total 
ber  salary 

Grades  and  ranges; 

OS-18.  $J7,SOO:  Commissioner..  

1 $17,614 
] 15,163 

2 26.146 

1 11,357 

I 9,001 

1 7.030 

1 6,090 

1 4,992 

2 8,686 

1 $17,514 

1 15,169 

2 26. 145 

1 11,357 

1 9,901 

1 7,030 

1 6,990 

1 4,992 

2 6,986 

GS-10,  $14,190  to  $15,150:  Deputy  Commissioner 

OS-18.  $12,770  to  $13,970:  Assistant  Commissioner 

OK-14.  $11,356  to  $12,855:  Deslgu  specialist 

03-13,  $9,890  to  $11,000:  Administrative  oflleer 

OS-11.  $7,030  to  $3,230 

OS-fi.  $5,985  to  $6,885.. 

03-7.  $4,980  lo  $6,880 

GS-fl,  $4,490  to  $5,390 

Total  permanent.. 

11  107,078 

1 7,933 

11  107,078 

1 7,933 

Deduct  lapses 

Not  permanent  {average  number,  net  salary)—... 

Regular  pay  above  62-wcok  base 

10  99,145 
825 

10  99, 145 

826 

01  Personal  sorv ices ..  . .... 

99, 970 

99,970 

Prepared  Statement 


Chairman  Hayden.  Mr.  Moore,  you  may  proceed. 

Mr.  Moore.  I have  a statement,  Mr.  Chairman,  which  I would 
like  to  placo  in  the  record.  I do  not  know  that  it  needs  to  bo  high- 
lighted on  the  basis  of  the  amount  of  attention  that  lias  been  given 
to  this  subject. 

(The  statement  referred  to  follows:) 

Mr.  Chairman  and  members  of  the  committee,  thank  you  for  this  opportunity 
to  appear  before  you  at  this  late  date  to  present  the  Department’s  justification 
estimate  for  U.S.  participation  in  the  Century  21  Exposition  to  be  held  in  Seattle. 
Wash.,  during  1961  and  1962. 

As  you  know,  Public  Law  85-880  required  the  President  to  report  to  the  Con- 
gress at  this  session  with  respect  to  the  most  effective  manner  of  representation 
of  the  United  States  at  the  exposition.  The  President  designated  the  Department 
of  Commerce,  with  the  advice  and  counsel  of  the  Department  of  State  and  the 
National  Science  Foundation,  to  act  as  a focal  point  for  other  departments  and 
agencies  of  the  Government  and  to  prepare  a proposal  for  Federal  participation  to 
be  presented  to  the  Congress, 

Recently,  this  legislative  proposal  was  approved  by  the  U S Senate  and  the 
House  of  Representatives.  Now,  we  are  presenting  the  estimate  of  $12  5 million 
for  your  consideration  which  wc  believe  is  necessary  to  prepare  an  exhibition  pro- 
gram which  will  represent  adequately  the  scientific  achievements  and  goals  of 
the  U.S.  Government. 

The  Federal  Government  action  is  necessarily  based  on  the  groundwork  accom- 
plished by  a local  community,  as  the  Federal  Government  does  not  sponsor 
international  expositions.  In  this  respect,  the  city  of  Seattle  and  the  State  of 
Washington  have  laid  a firm  foundation  to  insure  the  success  of  Century  21 
Exposition.  In  1957  the  Washington  State;  Legislature  appropriated  $7,500,000 
for  site  acquisition  and  capital  expenditures  for  the  exposition.  Additional  funds 
for  site  acquisition  and  facilities  to  be  utilized  by  the  exposition  have  been  made 
availably  through  a $7,500,000  bond  issue  voted  in  November  1956  by  Seattle's 
electorate.  Thus  a total  of  $15  million  nas  been  raised  to  finance  the  exposition. 

Next,  the  exact  location  was  made  definite  by  the  acquisition  of  74  acres  of 
land  within  1 mile  of  downtown  Seattle.  A nonprofit  corporation  has  been 
created  to  operate  the  exposition,  Century  21  Exposition,  Inc. 
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The  organizers  of  the  exposition  determined  that  recent  tremendous  strides  in 
science  and  future  benefits  to  mankind  should  be  emphasized.  Since  the  last 
major  fair  in  the  United  States  in  1939,  there  have  been  tremendous  developments 
in  atomic  science,  apace  exploration,  the  biological  sciences,  and  many  others. 

In  March  of  this  year,  in  order  to  satisfy  ourselves  that  the  civic  leaders  in  the 
city  of  Seattle  were  enthusiastically  behind  this  program,  Mr.  Miller  and  I went 
to  Seattle,  and  while  there,  consulted  with  a group  of  civic  leaders.  At  a luncheon 
with  16  of  these  men — and  I have  the  list  available  if  this  committee  wishes  to 
examine  it — I made  a very  positive  statement  that  tve  Federal  Government 
would  not  be  interested  in  participating  in  the  exposition  unless  we  were  sure 
that  such  an  exposition  would  be  carried  on  with  or  without  Federal  participation. 
I can  assure  you  that  these  lenders  to  a man  stated  that  the  exposition  would  be 
carried  forward.  In  addition,  Governor  Bossclini,  of  Washington,  telephoned  me 
from  Olympia  and  expressed  his  wholehearted  backing  of  this  project,  and  Mayor 
Gordon  S.  Clinton,  of  Seattle,  who  attended  the  luncheon  gave  the  same  assur- 
ances. 

In  the  course  of  cooperating  with  the  State  and  city,  the  Federal  Government 
has  also  had  the  cooperation  cf  the  advisory  group  of  eminent  U.S.  scientists  to 
which  the  Century  21  corporation  has  turned  for  advice  on  the  scientific  content 
of  the  exposition.  More  than  50  scientists  have  advised  the  corporation  from 
time  to  time,  and  more  than  20  are  now  organized  into  a group  called  the  National 
Science  Planning  Board  to  continue  to  provide  scientific  counsel  to  the  corporation 
and  exhibitors.  A list  of  members  of  this  board  is  attached  to  this  statement. 
Also  attached  is  a statement  of  distinguished  scientists  endorsing  the  project. 

CONTENT  OF  FEDERAL  EXHIBITIONS 

Exhibit  areas  are  planned  to  excite  youth  and  adult  interest  in,  and  promote 
the  understanding  of,  four  basic  science  areas:  Life  sciences,  energy,  man,  and 
space.  In  all  of  these  areas  it  is  planned  to  secure  the  cooperation. of  the  National 
Academy  of  Science,  private  foundations,  and  educational  institutions. 

THE  LIFE  BCiENCES 

In  the  area  devoted  to  the  life  sciences,  exhibits  will  be  developed  through  a 
series  of  coordinated  steps  to  show  the  major  fields  that  biochemists  and  other 
scientists  are  exploring  in  nature  and  in  the  processes  of  life.  The  understanding 
derived  from  years  of  basic  scientific  discovery  will  be  projected  into  the  future 
and  related  to  the  welfare  of  a much  expanded  world  population  in  Century  21. 

As  an  example  of  specific  sul  ject  treatment,  special  emphasis  will  be  placed  on 
an  exhibit  that  depicts  the  all-important  life-creating  and  sustaining  process  of 
photosynthesis.  Possi'Ty — herein  lies  the  secret  of  life  itself  and  undetermined 
sources  of  power — sources  of  power  that  might,  in  the  not  too  distant  future, 
dwarf  present  conventional  ana  atomic  sources. 

The  Department  of  Health,  Education,  and  Welfare  will  present  medical  ex- 
hibits suen  as  research  in  chemical  cures  for  cancer,  testing  against  hazards  in 
radiation,  and  development  of  new  forms  of  drugs.  Blood  and  tissue  will  be  the 
subjects  of  presentations  by  the  Department  of  Defense.  The  Department  of 
Agriculture  will  provide  exhibits  on  the  subjects  of  breeding  and  genetics. 

The  Atomic  Energy  Commission  will  delve  into  radiation,  studies  in  biosynthetic 
labeling,  tumor  localization,  and  parasite  eradication.  In  addition  to  its  task  of 
exhibit  and  theme  coordination,  the  National  Science  Foundation  will  present 
exhibits  in  such  life  science  subjects  as  growth  and  behavior. 

JSNBRQY 

The  theme  of  the  “Energy”  section  is  man's  endless  search  for  new  sources  of 
energy  A review  of  his  accomplishments  up  to  1961  will  be  presented  The 
show  will  then  proceed  rapidly  from  conventional  power  to  power  from  fission  and 
fusion,  and  to  the  direct  conversion  of  nuclear  power  without  an  intervening  heat 
cycle 

Communications  will  demonstrate  worldwide  transmission  by  satellite  repeaters 
Weather  predictions,  such  as  we  have  never  imagined,  that  might  save  the  world 
billions  of  dollars  and  countless  hours,  will  be  presented 

The  Department  of  Defense  will  play  a major  role  in  the  “Energy”  section 
This  Department  intends  to  cover  the  following  subjects:  Power  sources— atomic 
power  packages,  solar  energy,  cosmic  rays,  direct  conversion  of  chemical  battery 
to  electric  power,  and  Bhock  tube  programs  Other  important  topics  will  be  crystal 
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physics,  cryBtal  and  whisker  growth,  high  pressure  and  unusual  fabrication  tech- 
niques, etc  The  Atomic  Energy  Commission  will  deal  in  reactors — fission  and 
fusion  modols  plus  a small  power  source  for  satellites  The  National  Science 
Foundation  will  contribute  research  in  chemical  engines  Saline  water,  hydro- 
electric power,  and  metallurgy  will  be  the  principal  areas  of  participation  by  the 
Department  of  the  Interior  The  Federal  Aviation  Agency  has  been  requested  to 
present  studies  in  fuels  and  propulsion  systems  The  Department  of  Commerce 
will  round  out  the  display  with  a maritime  exhibit  including  atomic  propulsion 
and  hydrofoil,  etc 

MAN 

Man  is  greatly  affected  by  the  many  forces  that  are  at  play  within  his  environ 
ment  His  reaction  to  these  forces — in  the  post.,  the  present,  and  the  future — 
sets  the  theme  for  the  exhibit  in  the  “Area  of  Man  ” 

Here  will  he  shown  those  inventions  and  the  results  of  science  research  that 
have  eused  man’s  workload,  provided  him  leisure  with  dignity,  and  with  new 
powers  to  heal  himself,  as  well  as  the  power  to  destroy  himself.  Here  the  visitor 
will  see  treated  in  exhibit  form  the  coming  population  explosion  and  the  restless 
search  for  food  as  a weapon  for  peace.  In  this  area  it  will  be  clearly  demonstrated 
that  out  of  coming  generations  we  must  discover  and  encourage  the  scientists  of 
tomorrow. 

The  Department  of  Defense  has  proposed  environment  and  reaction  studies. 
Health,  Education,  and  Welfare  is  prepared  to  present  exhibits  concerned  with 
geriatrics,  educational  advances  and  techniques,  population  explosion,  and  urban- 
ization. The  Department  of  Labor  will  tell  the  story  of  man  at  work  throughout 
the  ages.  Particular  emphasis  will  be  placed  on  automation  and  its  effect  upon 
the  workingman  and  his  future.  New  food  sources  will  be  the  subject  of  exhibits 
by  the  Department  of  Agriculture.  The  story  of  the  future  of  commerce,  industry, 
and  transportation  will  re  told  by  the  Department  of  Commerce.  Conservation, 
fossil  fuels,  etc.,  will  be  the  subjects  of  exhibits  bv  the  Department  of  the  Interior. 

The  National  Science  Foundation  will  provide  basic  science  exhibits  designed 
to  assure  continuity  of  theme.  They  will  also  contribute  scientific  direction  and 
coordination. 

A high  percentage  of  the  exhibits  involved  will  be  designed  to  have  residual 
value.  This  will  be  true  of  the  other  theme  areas  as  well. 

SPACE 

Space  science  is  no  longer  science  fiction.  Within  the  Federal  Government  the 
National  Aeronautics  and  Space  Administration,  the  Department  of  Defense,  the 
National  Science  Foundation,  and  the  Weather  Bureau  and  the  Bureau  of  Stand- 
ards of  the  Department  of  Commerce,  and  others,  work  around  the  clock  on  all 
phases  of  scientific  problems  created  b,v  man’s  challenge  of  space.  Astronautical 
measurement,  chemistrv,  cosmic  radiation,  communications,  orbital  mechanics, 
propulsion,  medicine,  and  habitation  are  just  a few  of  the  subjects. 

The  introduction  to  this  science  will  be  presented  as  an  accomplishment  of  our 
Government.  The  National  Aeronautics  and  Space  Administration  will  make  it 
possible  for  the  visitor  to  see  how  information  from  satellites  is  transmitted  for 
analysis  in  terms  of  its  scientific  significance.  Such  developments  as  have  been 
analyzed  by  the  time  of  the  exposition  will  be  included  in  thi3  exhibit,  stressing 
the  significance  of  the  satellite  as  an  exploratory  scientific  tool. 

Past,  present,  and  future  space  vehicles  and  an  actual  80-foot  research  rocket, 
models  and  demonstrations  of  propulsion  systems  will  lead  the  visitor  to  a point 
where  he  can  see  a full-scale  moekup  of  the  capsule  in  which  the  first  men  may 
make  space  exploration.  The  problems  that  will  attend  such  exploration  will  be 
illustrated  and  solutions  proposed. 

Space  research  for  the  benefit  of  mankind  will  be  demonstrated.  Forecasting, 
and  perhaps  even  controlling  weather  by  efforts  in  space  will  bo  shown.  Recent 
earthbound  scientific  accomplishments  will  not  be  ignored.  The  Bureau  of 
Standards  will  demonstrate  nonsatellite  methods  of  measurement,  of  the  earth's 
ionosphere.  The  National  Science  Foundation  will  present  exhibits  covering 
compilations  and  conclusions  developing  out  of  the  International  Geophysical 
Year  and  the  Smithsonian  Institution’s  proposal  for  astrophvsical  laboratories. 

This  completes  a brief  review  of  the  content  of  Federal  exhibits  in  four  basic 
science  areas:  life,  energy,  man,  and  space. 

In  closing,  I would  suggest  that  such  an  exhibit  is  most  timely  while  many 
Americans  are  urging  our  youth  to  seek  scientific  careers.  Further,  century  21 
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Inealed  lii  an  area  which  at  traded  Hie  hardy  pioneer  of  a relatively  few  yearn  ago 
will  he  exposing  lo  Mu'  world  American  progress  in  uimllicr  kind  of  pioneering  ago. 

There  aro  many  precedents  for  Federal  nitriiciputinii  in  such  mi  exposition  and 
with  this  statement  1 would  HUi*  to  Include  for  the  record  a I able  show  lug  com- 
parative costs  of  major  iidcnmtinnul  expositions  in  which  tlm  United  States  lina 
part  iclpat is!  from  1HIIU  to  HIAP. 

Again,  l wish  lo  express  my  appreciation  for  the  opporl unity  to  appear  amt 
explain  the  details  of  the  exposition  plan.  There  are  several  witnesses  who  are 
exceptionally  eompetenl  to  answer  any  del  ailed  questions  whieh  you  may  have. 
The  Deputy  t ’ommissioner  for  the  Century  U I Exposition,  Mr.  Francis'  Miller, 
who  has  worked  on  this  plan  is  present  for  further  discussion. 


Catapru ti/dr  cun/*  of  nntjnr  ititnndtwnnt  r.r/ies/Vfeas  in  u-hirh  the  Vnilrtl  Slntis  hurt 

JMir/fW  fM/rtf  frotn  frV/y.t  to  t !)/>!)  ' 


rlilcaifo  Wortil  Kulr  <I«W'  ..  . . 

U>uiNhm;i  I'mchisr  Kiptwlllou.  Si.  I.oute  iiiiiM)... 
I'ritl:un:>  t'artllC  K»]H*sl1tnll  (MUM 
naoiro  I'l'lil llt  y nr  1 'itwn'ss  lIKCI  30  . . 

Tcmis  <Va(<>mii:a  (tau  am 

(iiitti'ii  dun'.  Inicmulhuiul  t'Ai'nsii loa  qit;ia  ml 

Now  Votk  Witi  lil  Kutv  (iiMii  in' 

IVS  t’avIMiin,  lltii'M'li  Wort  I fair  dsn  ilaysl  (Ui.'iS) 
Atoms  for  I'iSi'o,  doaovn  <t,t  itiyO  ine.si 

t’.S.  Kvlillili,  Mivsmii  iiyilni.o  d iota 


Kflilomt  n|* 

1 Foilin'  VCll lit) 

Actlinl  up' 

|n<nirlu1  lunv 

prop  rial  ImiN 

$ft,  ViU.VItt 

M.  f.7 

$111,137,411 

u.mm, 'wi 

:t.  in 

its,  IPP,  1 m 

1, 371,0(111 

•l  ill 

11,1177, :wo 

1, I7!\<XXI 

•2. 1)7 

■i.m.m) 

a.  oil.  ram 

1.SM 

ti,  hw,ph> 

s.iwi,  mm 

1.  fHl 

it,:ii>H,:mr. 

a.  y:r.,  oto 

uu 

it.  Wi,  nan 

in,  tom,  nee 

1 m 

in.  ram, nan 

ft,  ONI.INHI 

1 AX) 

ono.ixm 

iVJK  . 

:i.  ooo,  r.2P 
12,  fax),  OX) 

> Soanv:  I.IPniiy  of  t'onjirAis.  rom  punitive  Uotlnr  vtilmvs  l VS.  [ tepovt meiM  of  (’oitunoim 
* To  itatc. 

Norn, ---Soviet  evlUHIIn  Now  York  wit  tun  Ini  of  $10  tnlllloii  wllhonl  oiooUiik  u Ixjlldtiig. 


Mkxhikrs  ok  ritv;  National  Science  I'i.anmno  Boauo 

Hr.  I ■Voel ieli  Rainey,  chairman;  director,  University  of  I Vnnsyl vania  Museum, 
Philadelphia,  Pa. 

Dr,  Alien  V.  Astin,  Director,  National  Bureau  of  Standards;  Department  of  Com- 
merce, Washington,  D.C. 

Dr.  Detlov  W.  Pronk,  president,  Itockfellcr  Im'hiite,  Now  York,  N.Y. 

Dr.  Ivonard  Cantiicluiel.  Secretary,  Smithsonian  Institution,  Washington,  D.C. 

Mr.  Harold  .1,  Coolidge,  National  Academy  of  Sciences,  Washington,  D.C. 

Dr.  Frank  Freuiont-Smilh,  medical  director,  Josiah  Maey,  Jr.,  Foundation,  New 
York,  N Y. 

Dr.  Harry  F.  Harlow,  Department,  of  Psychology,  University  of  Wisconsin, 
Madison,  Wis. 

Dr.  Donald  l.oughridge.  Nuclear  Power  Engineering  Division,  Ceneral  Motors 
Technical  Center,  Detroit,  Midi. 

Prof.  Herman  Mark,  Department  of  Chemistry,  Polytechnic  Institute  of  Brooklyn, 
Brooklyn.  N.Y. 

Dr.  Donald  H.  McLaughlin,  llomestake  Mining  Co.,  San  Francisco,  C'ultf. 

Dr.  Donald  M.  Metizol,  director.  Harvard  Ohscrvntory,  Cambridge,  Mass. 

Dr.  J.  C.  Morris,  vice  president.  Tulane  University,  New  Orleans,  I, si. 

Dr.  Hans  Neurath,  professor  and  executive  ollieer,  Department  of  Biochemistry, 
University  of  Washington,  Seattle,  Wash. 

Dr.  Gerard  Piet,  president  and  publisher.  Scientific  American,  New  York, N.Y. 

Dr.  Glenn  T.  Soahorir.  chancellor.  University  of  California,  Berkeley,  Calif. 

Dr.  Frederick  Seitz,  Department  of  Physics.  University  of  Illinois,  Urbatin,  III 

Dr.  Henrv  Pradford  Washburn,  Jr.,  director,  Boston  Museum  of  Science,  Boston, 
Mass. 

Dr.  Paul  Weiss,  member  and  professor.  Rockefeller  Institute,  New  York,  N.Y. 

Dr.  Dad  Wolfto,  executive  o dicer,  American  Association  for  the  Advance  of 
Science.  Washington,  D.C. 


Statements  of  Distinguished  Scientists  Supporting  the  Exposition 

‘ I feel  that  this  exposition  will  be  a major  event  in  international  scientific 
histor-v." — Dr.  Glenn  Scaborg,  chancellor  of  t he  Universitv  of  California,  Berkeley, 
Calif. 
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"It  lit  my  opinion  tlmt  Micro  could  In;  no  tnoro  appropriate  time  or  place  for  a 
science  exposition  both  in  torinH  of  the  Htilontifir  prentice'  Mint  such  nn  exposition 
will  vivo  our  country  and  the  science  stimulation  that  it  will  engender  in  our 
youth  and  our  young  adults." — ])r,  Harry  Harlow,  University  of  Wisconsin, 
Madison,  Win. 

"Century  21  oilers  a unlmic  opportunity  for  the  city  of  Seattle,  the  State  of 
Washington  and  the  U.H,  Government,  together  with  scientific,  educational,  and 
other  voluntary  agencies  to  join  hands  with  representatives  of  many  nations  in 
a magnificent  effort  to  illustrate  the  ever-increasing  vital  role  of  science  in  iiilman 
affairs."  Ur.  Frnnk  Prciiinnt-Hmith,  medical  director,  Josiali  Macy,  Jr.,  Founda- 
tion. New  York  City,  N.Y. 

"Flans  for  the  exposition  appear  to  me  to  tie  progressing  in  a most,  promising 
way.  I hone  very  much  that  the  program  will  receive  un  effective  measure  of 
support,  Particularly  ill  these  times,  efforts  of  this  sort  arouse  interest  in  science 
and  help  attract  our  most  aide  young  people  to  careers  in  these  fields.  I feel  the 
expenditure  of  public  funds  Is  well  warranted, "—Ur,  Uorrnld  McLaughlin, 
lloineslnke  Mining  Co.,  San  l;  ran  cisco,  Calif. 

"Nothing  is  more  vital  to  America  today  than  for  the  general  public  to  under- 
stand and  appreciate  (hi:  significant  part  which  science  is  going  to  play  henceforth 
in  every  aspect  of  our  lives.  Almost  (sjuallv  important  is  the  need  to  stimulate 
a vast  cross  section  of  our  youngsters  in  the  hope  they  will  turn  toward  careers  in 
science  and  engineering. ” — Ur.  Bradford  Washburn,  .fr.,  director,  Boston  Museum 
of  Science,  Ronton.  Mass. 

"The  Century  21  Exposition  is  a most  important,  international  project,  It  is 
extremely  important  that  we  Impress  upon  the  population  of  the  Western  World 
the  basic  dependence  of  our  way  of  life  on  scientific  progress," — Ur,  Uouald 
bougliridgc,  Nuclear  Power  Engineering  Division,  General  Motors. 

"f  am  delighted  to  tell  you  that  in  my  judgment  the  Century  21  Exposition 
may  well  develop  as  an  organization  that  will  have  real  significance  in  American 
science." — Ur.  Leonard  Carmichael,  secretary,  Smithsonian  Institution,  Wash- 
ington, D.C. 

"Tim  public  consciousness  of  the  scientific  achievements  of  Russia  gives  a 
peculiar  popular  interest  in  the  achievements  of  this  country.  The  recommenda- 
tions of  the  National  Science  Planning  Hoard  will,  if  carried  out,  given  true  picture 
of  the  possibilities  of  science  and  the  need  for  increasing  our  own  activities  in  the 
field.  I am  writing  to  ask  your  full  support  of  the  Century  21  Exposition." — Ur. 
J.  C.  Morris,  vice  president,  Tularie  University,  New  Orleans,  La. 

"AH  of  us  have  been  fascinated  with  the  job  of  explaining  the  sign ifi can cc'of 
recent  scientific  developments  in  terms  of  the  lives  of  people  in  general  and  I am 
sure  that,  nil  of  us  feel  that  the  job  is  certainly  worth  doing.  The  more  I have 
seen  of  this,  tlio  more  convinced  I am  that  recent  and  impending  breakthroughs 
in  research  are  going  to  revolutionize  the  lives  of  everyone.  I do  not  think  that 
the  public  is  truly  aware  of  what  is  happening,  and  1 believe  that  the  Century  21 
Exposition  offers  an  excellent  opportunity  to  marshal  our  best  guesses  and  to 
advise  the  public  in  general  as  to  what  we  think  is  happening." — Dr.  Froelich 
Rainey,  Chairman,  National  Scicnco  Board,  and  director,  University  of  Pennsyl- 
vania Museum. 

Basic  Leoisi.ation 

Senator  Magnuson.  Mr.  Moore,  this  amount  the  Department  of 
Commerce  is  requesting  is  No.  1 pursuant  to  Public  Law  85-880. 

Mr.  Mooiie.  That  is  correct,  sir. 

Senator  Magnuson,  No.  2,  it  has  been  approved  by  the  Budget? 

Mr.  Moore,  By  the  Bureau  of  the  Budget  and  forwarded  by  the 
President  for  this  purpose  of  putting  on  a U.S.  exhibit  in  Century 
21  Exposition. 

Senator  Magnuson.  And  also  included  in  your  statement  is  tho 
purpose,  so-called  theme,  of  the  exposition  which  will  set  forth  the 
theme  and  the  comparative  cost,  of  similar  expositions  in  the  past,  of 
Federal  participation,  and  the  members  of  the  Science  Planning 
Board  that  are  involved  and  also  a breakdown  of  the  $12,500,000,  a 
certain  percentage  for  the  erection  of  the  science  building  and  the 
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rest  for  the  actual  expenses  of  participation  by  the  various  Federal 
agencies  which  include  practically  all  of  them. 

Mr.  Moore.  That  is  true,  Mr.  Chairman.  You  will  find  that  all 
in  our  justification  of  this  amount  of  money. 

Senator  Magnuson.  Now,  members  of  the  committee,  we  have  here 
two  today  with  us,  Mr.  Dick  Wall,  who  represents  the  city  of  Seattle's 
participation,  and  also  the  State  Director  of  Conservation  and  De- 
velopment in  our  State,  Mr.  Kreager.  I wish  they  would  come 
forward  here.  Also,  Senator  James  Keefe,  who  is  in  the  legislature 
and  participated  in  the  State  legislative  act  that  authorized  the  State 
participation  in  this  matter. 

Now,  Senator  Keefe,  for  the  record,  the  State  appropriated  $7% 
million;  is  that  correct? 

Century  21  Exposition,  Seattle  Wash. 

STATEMENTS  OF  H.  DE WAYNE  KREAGER,  DIRECTOR,  WASHINGTON 

STATE  DEPARTMENT  OF  COMMERCE,  SECOND  ECONOMIC  DE- 
VELOPMENT; EWEN  C.  DINGWALL,  DIRECTOR,  CENTURY  21 

EXPOSITION,  SEATTLE,  WASH.,  AND  SENATOR  JAMES  KEEFE, 

MEMBER  OF  THE  STATE  OF  WASHINGTON  LEGISLATURE 

Status  of  Plans  for  Exhibition 

Mr.  Keefe.  That  is  correct. 

Senator  Maonuson.  For  the  State  participation. 

Mr.  Kreager,  I understand  that  with  that  money,  that  $7%  million, 
the  State  is  proceeding  with  their  plans  in  this  matter. 

Mr.  Kreager.  That  is  correct. 

Senator  Maonuson.  Could  you  state  for  the  record  just  how  far 
those  plans  have  proceeded? 

Mr.  Kreager.  Yes.  I wish  to  say.  Senator,  as  you  know,  that  I 
have  full  jurisdiction,  full  authority,  full  responsibility  for  these  funds. 

Fl/NOS  ALREADY  COMMITTED 

We  have  expended  or  committed  about  $5,900,000  on  the  acquisition 
of  land,  on  the  design  of  the  State  building,  or  the  anticipated  cost  of 
the  State  building. 

We  have  about  a million  and  a half  dollars  left  in  tfiat  fund  on  an 
uncommitted  basis. 

(Telegram  received  later  appears  on  p.  945.) 

Senator  Maonuson.  Now,  the  city,  Mr.  Dingwall,  has  always 
proceeded  with  its  plan. 

Mr.  Dingwall.  That  is  right. 

Senator  Maonuson.  In  conjunction  with  the  State? 

Mr.  Dingwall.  In  cooperation  with  the  State;  yes,  sir. 

Senator  Magnuson.  How  far  would  you  say  they  have  proceeded? 

Mr.  Dingwall.  The  city  has  expended  as  of  the  end  of  this  July 
1959  on  this  program,  $4,600,000. 

Senator  Magnuson.  These  arc  active  plans  going  on  now  and,  of 
course,  this  amount,  allowing  Federal  participation,  would  suggest  the 
cooperation  now  of  the  Federal  Government  with,  the  State  and  the 
city  on  all  their  plans,  their  joint  plans. 
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DESIGN  OP  FEDERAL  BUILDING 

Now,  I understand  also  that  General  Services,  which  under  their 
law  is  a consultant  in  these  matters,  has  been  as  a preliminary  matter 
consulting  with  the  Department  of  Commerce  in  the  design  of  the 
Federal  building.  Is  that  correct? 

Mr.  Moore.  That  is  correct,  Mr.  Chairman.  We  would  probably 
turn  over  to  them  the  sum  of  money  necessary  to  build  the  building, 
but  let  them  lure  the  architect  and  proceed  with  that. 

Senator  Magnuson.  The  reason  for  that  being  that  Mr.  Floeto 
testified  before  the  Foroign  Relations  Committee  that  under  the  law 
he  has  this  responsibility,  but  the  design  would  be  in  cooperation  with 
everyone  looking  toward  the  best  possible  Federal  use  of  the  building 
at  the  conclusion  of  the  exhibition. 

Mr.  Moore.  That  is  correct. 

Senator  Magnuson.  Also,  for  the  record,  Mr.  Dingwall,  the  exhi- 
bition >s  to  begin  in  1961? 

Mr.  Dingwall.  May  10,  1961. 

Senator  Magnuson.  And  would  continue  for  how  long  during  that 
year? 

Mr.  Dingwall.  It  will  continue  until  October  of  that  year  and 
then  reopen  the  following  spring  in  1962  for  an  additional  6 months. 

Senator  Magnuson.  Also,  for  the  record,  I understand,  and  Mr. 
Miller  is  here,  who  represents  the  Federal  Government,  that  the  State 
Department  is  in  the  process  of  sending  invitations  this  week  to  the 
various  countries,  particularly  the  pan-Pacific  and  other  various 
countries  for  their  participation. 

Mr.  Miller.  That  is  my  understanding. 

Senator  Magnuson.  I think  the  letter  is  ready  to  go  out;  they 
have  agreed  to  that. 

FUNDS  DISBURSED  TO  DATE 

Now,  I wmuld  like  to  put  in  the  record  bringing  up  to  date  the  money 
disbursed  up  to  July  31,  and  a projected  budget,  for  exhibition  pur- 
poses by  the  State,  by  the  city  of  Seattle,  the  State  of  Washington, 
and  Century  21  Exhibition,  which  is  a nonprofit  organization  created 
by  an  act  of  the  State  legislature;  is  that  correct,  Mr.  Keefe? 

Mr.  Keefe.  Yes,  Mr.  Chairman. 

(The  information  referred  to  follows:) 


870 


MUTUAL  SECURITY  APPROPRIATIONS,  1960 


Statement  showing  money  disbursed  to  July  SI,  1959  for  civic  center  and  exposition 
purposes  by  City  of  Seattle,  State  of  Washington,  and  Century  21  Exposition,  Inc. 


Administrative: 

Hilaries... - . , 

Taxes 

Office  equipment  and  supplies.... 

Travel.. 

Publicity 

Colombo  plan  expenses 

Advertising  consultants 

Insurance...... 

Legal  fees. 

Consultants  fees 

Interest - ... 

Washington,  D.C.  olfico  expense — 

Architectural  services: 

Salaries 

Travel 

Surveys  and  blueprints 

Supplies 

Consultants  and  architects 

Stanford  Research  Institute 

Notional  Science  Advisory  Board  Meetings 


Total- 


Property  acquisition: 

Born)  expense.. 

Appraisals 

Demolition  expense. 

Legal  fees — 

Legal  expense 

Land  purchased 

Condemnation 


Total. 


Disbursed  by— 


City  of 
Seattle 


$32,300 

698 

7,694 


17,823 
1 , 455 
6,630 
1,371 
22, 773 


State  Of 
Washington! 


9,444 


Department  of  Commerce  and  Economic  Develop- 
ment's charge - 


Total. 


7,820 
40, 055 
24,455 


80.000 

4,371,938 


4, 624,068 


4,613,512 


$34,392 

1,371 

13,768 

3,400 


Century  21 


15,090 
42 
3,275 
776 
44,296 
14,  (HI 


130,460 


16,598 


28, 877 
1,715 


I,  MO,  346 


1.587,636 


27,374 


1,745,370 


$80,824 

1,282 

9,020 

10,664 

29,106 

1,156 

2,750 

539 

051 

17. 350 
11 

3.350 


10,041 


166, 753 


Total 


166,763 


$147,516 

3,254 

30,382 

14,070 

20,106 

1,156 

2,7.50 

539 

061 

17,350 

II 

3,359 

32,013 

1,497 

8,805 

2,147 

67,069 

14.041 

10.041 


386, 657 


7, 620 
66,653 
24,455 
28,877 
1,715 
80,000 
fi,  912,284 


6,111,601 


27,374 


6,525,635 


(Projected  budget  appears  on  p.  945.) 

CONFERENCE  ON  AUTHORIZATION  BILL 

Senator  Magnttson.  Now,  the  Senate  passed  the  bill  on  Friday. 
The  House  passed  the  bill  also  last  week  on  Monday  or  Tuesday. 
There  are  some  differences  in  the  two  bills  of  a minor  nature.  I want 
the  record  to  show  that  the  chairman  of  the  House  committee, 
Congressman  Brooks,  called  me  yesterday  and  the  conference  on  the 
bill,  amendments  to  the  original  act  which  passed  a year  ago  authoriz- 
ing this,  will  probably  be  held  this  week. 
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So  that  the  complete  matter  of  the  amendments  to  the  original 
authorization  act  will  be  taken  care  of  before  tho  week  is  out. 

Senator  Chavez.  Docs  the  bill  authorize  a certain  amount? 

Senator  Magnttson.  The  Budget  went  over  it  very  carefully  and  the 
Cabinet  took  very  great  interest  in  this  matter  and,  of  course,  the 
scientific  foundation  and  the  scientific  people  because  the  theme  will 
bo  a great  scientific  showcase.  They  went  over  it  carefully.  They 
came  up  with  a figure  of  $12%  million.  That  is  their  request  which 
thoy  put  in  the  House  bill. 


SENATE  BILL 

In  the  Senate  bill  the  Foreign  Relations  Committee,  being  very 
cognizant  of  the  budget  figure  of  $12%  million,  for  the  purpose  of 
discussion  in  case  you  did  not  get  it  exactly  to  the  dollar,  stated: 

There  are  hereby  authorized  to  be  appropriated,  to  remain  available  until  ex- 
pended, such  sums  as  may  be  necessary  to  carry  out  the  provisions  of  this  act, 
including  participation  in  the  exposition. 

My  colleague  from  the  State  of  Wasliington  is  here,  who  is  a joint 
cosponsor  of  the  original  bill  which  Congress  passed  last  year  authoriz- 
ing it. 

Senator  Jackson.  At  the  time  that  the  amentment  was  placed  in 
the  authorizing  bill,  the  bill  that  amended  tho  act  passed  last  year, 
the  budget  figure  had  not  been  submitted. 

Mr.  Moore.  That  is  correct. 

Senator  Jackson.  The  committee  was  not  certain,  as  I understand 
the  record,  as  to  how  much  should  be  authorized  so  they  left  tho 
amount  blank, 

Mr.  Chairman,  I just  wanted  to  say,  and  I have  to  leave  in  a 
moment,  that  I think  that  the  presentation  here  this  morning  is  in 
complete  compliance  with  the  points  raised  by  the  Senate  foreign 
Relations  Committee. 

The  committee  wanted  a detailed  justification  of  the  amount  to  be 
spent  and  Mr.  Moore’s  statement  with  the  justification  certainly 
carries  out.  the  mandate  of  the  committee  and  the  discussion  which 
occurred  on  the  floor  of  the  Senate. 

I merely  want  to  associate  myself  with  the  chairman  here  this 
morning  in  supporting  the  request  by  the  Department  of  Commerce 
which,  as  I understand,  is  at  the  specific  request  of  the  President  and 
is  in  accord  with  his  program. 

Senator  Magnuson.  I think  the  record  also  should  shovr,  so  there 
is  no  question  about  this,  that  the  Senate  bill  with  which  wre  are  all 
in  agreement,  provides  that  approximately  6%  acres  of  this  very  valu- 
able land,  which  is  right  near  dowmtown,  would  be  conveyed  to  the 
Federal  Government  in  fee. 


HOUSE  BILL 

The  House  bill  provided  it  could  bo  conveyed  in  fee  or  leased,  which-  . 
ever  would  be  in  the  best  interest  of  the  Government  and  the  General 
Services  Administration. 

That  maybe  will  have  to  be  ironed  out,  but  it  is  the  intention  of  all 
of  us  here  to  see  that  the  Federal  Government  has  the  land  not  only 
in  fee,  if  possible,  but  Mr.  Floete  thought  that  he  wranted  to  havo  it  a 
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little  more  flexible  as  to  what  ho  could  use  it  for,  that  matter  will  havo 
to  bo  ironed  out. 

Everybody  feels  for  this  participation  the  Federal  Government 
should  have  the  land  for  all  intents  and  purposes  for  their  use  if  it  is  in 
the  best  interest  of  the  Government  whou  tho  exhibition  is  over. 

VALUE  TO  GOVERNMENT  AFTER  EXPOSITION 

The  Director  of  General  Services  Administration,  Mr,  Floete,  testi- 
fied at  some  length  that,  he  thought  there  could  bo  one  of  several  uses 
for  the  Government  and  it  would  be  well  worthwhile  because  we  do 
still,  in  the  Seattle  area,  rent  380,010  square  feet  now  of  space  of  per- 
manent Government  installations  that  are  there. 

And  this  would  not  even  take  care  of  that.  So  we  do  havo  that 
purpose.  He  has  that  purpose  in  mind. 

I do  not  know  of  anything  further  to  be  added  to  tho  record  than 
that. 

I had  the  representatives  of  the  State  invited  here  and  of  the  city 
and  a member  of  tho  legislature,  so  that  if  anybody  had  aDy  questions 
they  could  speak  of  their  own  knowledge  of  what  has  been  done  on 
this  matter.  It  has  been  in  the  mill  for  a long  time. 

There  has  been  a lot  of  hard  work  put  in  on  it  throughout  the  com- 
munity, the  whole  Pacific  Northwest,  as  a matter  of  fact.  It  is  not 
just  one  of  these  tilings  that  happened  overnight. 

As  the  Senator  from  New  Moxico  knows,  it  would  never  havo  gone 
through  the  Budget  with  this  atmosphere  unless  there  were  some  well- 
calculated  and  well-thought-out  plans. 

Senator  Bible.  May  I ask  a question,  Mr.  Chairman? 

Senator  Magntjson.  Yes. 

ESTIMATED  TOTAL  COST  OF  FEDERAL  BUILDING 

Senator  Bible.  What  is  the  estimated  total  cost  of  the  building  to 
be  built  on  this  site? 

SenatorMAQNusopf.  I think  in  round  figures  it  is  around  $5  million; 
$7  million  is  for  the  departments  for  the  expense  of  participation. 

We  just  had  the  Federal  Aviation  Agency  here.  They  will  be 
participating.  The  National  Science  Foundation,  the  National  Acad- 
emy of  Science,  the  Department  of  Commerce,  the  Bureau  of  Stand- 
ards. That  is  for  the  total  participation. 

Of  course,  there  is  ample  precedent  for  this.  We  have  done  it  on 
many,  many  occasions. 

The  Commerce  Department  has  broken  down  the  amounts  in  the 
past. 

Senator  Bible.  I do  not  know  if  that  answer  is  completely  respon- 
sive to  my  question. 

What  is  tne  total  cost  of  the  building  to  be  placed  on  this  particular 
property?  You  say  it  is  $5  million? 

Mr.  Moore.  Approximately  $5  million  as  an  estimate.  We  only 
have  estimates. 

Senator  Bible.  Do  I understand  correctly  that  at  the  end  of  the 
exposition  that  that  building  becomes  the  property  of  the  U.S. 
Government? 

Senator  Magnuson-.  That  is  right. 
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Senator  Bible.  Ib  there  any  other  property  in  addition  that  becomes 
the  property  of  the  U.S.  Government? 

Senator  Magnuson.  The  land;  6#  acres,  more  or  less,  which  is  a 
very  valuable  piece  of  land. 

Senator  Bible.  That  would  be  subject  to  such  use  as  GSA  might 
indicate? 

Senator  Magnuson.  Yes.  And  GSA  so  testified. 

Senator  Chavez.  Now,  they  are  renting  a lot  of  property  in  Seattle 
and  all  over  the  country.  If  they  get  this  building  there  will  be  this 
much  rent  less. 

Senator  Magnuson.  Or  if  they  decide  to  use  it  for  other  purposes. 

Senator  Bible.  It  appears  to  me  that  this  is  a worthwhile  project. 
In  addition,  from  the  dollars  and  cents  standpoint,  the  Federal 
Government  is  going  to  gain  in  the  long  run  by  taking  this  course  of 
action. 

Mr.  Moore,  We  feel  that  way,  too,  Senator. 

Senator  Chavez.  Generally  they  want  Uncle  Sam  to  buy  it. 

SENATE  SEP08T 

Senator  Magnuson.  I would  like  to  put  in  the  record  the  full 
Senate  report  which  sets  forth  all  the  legislation  and  the  letter  from 
the  President  of  the  United  States  recommending  very  strongly  this 
appropriation. 

(The  report  referred  to  follows:).  ' ■ 


SENATE 


86th  Congress 
1st  Session 


Calendar  No.  692 
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Report 
No.  686 


CENTURY  21  EXPOSITION  AT  SEATTLE 


August  12,  1953.— Ordered  to  be  printed 


Mr.  Fulbrioht,  from  the  Committee  on  Foreign  Relations,  submitted 

the  following 

REPORT 

[To  accompany  S.  20651 

The  Committee  on  Foreign  Relations,  having  had  under  considera- 
tion S.  2065,  a bill  to  amend  Public  Law  85-880,  and  for  other  pur- 
poses, and  having  considered  the  same,  report  S.  2065,  with  amend- 
ments, and  recommend  that  it  do  pass. 

1.  MAIN  PURPOSE 

S.  2065,  with  the  committee  amendments,  will  make  the  following 
changes  in  the  present  law:  (1)  the  name  of  the  fair  is  changed  from 
“World  Science-Pan  Pacific  Exposition"  to  “Century  21  Exposition"; 
(2)  the  authority  to  incur  expenses  is  clarified;  (3)  the  authority  to 
hire  consultants  at  not  to  exceed  $50  per  diem  is  granted;  (4)  such 
sums  as  may  be  necessary  to  carry  out  the  provisions  of  the  act  are 
authorized  to  be  appropriated;  and  (5)  6%  acres  or  more  of  land  will 
be  conveyed  to  the  United  States  in  fee  simple  and,  in  the  design  and 
construction  of  a building  or  buildings  to  be  erected  on  this  land  to 
house  the  U.S.  exhibit,  consideration  will  be  given  to  their  utility  for 
governmental  purposes  and  needs  after  the  close  of  the  exposition. 

2.  BACKGROUND 

Public  Law  85-880,  approved  September  2,  1958,  to  provide  for 
participation  of  the  United  States  in  the  World  Science-Pan  Pacific 
Exposition  to  be  held  at  Seattle,  Wash.,  in  1961,  and  for  other  pur- 
poses, authorized  the  President,  through  an  executive  department  or 
independent  agency  designated  by  him,  to  cooperate  with  the  Wash- 
ington State  World  Fair  Commission  and  to  recommend  the  extent 
to  which  the  United  States  should  be  a participant  and  an  exhibitor 
at  the  World  Science-Pan  Pacific  Exposition.  The  President  was 
also  authorized  to  invite  the  several  States  of  the  Union  anc|  foreign 
countries  to  take  part  in  the  exposition,  provided  that  no  Communist 
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dc  facto  government  holding  any  people  of  the  Pacific  rim  in  subjuga- 
tion be  invited  to  attend.  Finally,  the  President  was  directed  to 
report  to  Congress  in  1959  with  respect  to  (1)  the  most  effective 
manner  of  representation  of  the  United  States  at  the  exposition, 
taking  into  account  the  avoidance  of  undue  competition  among 
governments,  and  (2)  the  amount  of  appropriations  which  would  be 
necessary  to  accomplish  such  representation. 

This  report  was  submitted  to  the  Congress  by  the  President  on 
May  21,  1059,  and  on  May  28  a letter  was  received  from  tin*  Under 
Secretary  of  Commerce,  transmitting  a draft  of  proposed  legislation. 
The  report  and  letter  are  printed  in  the  appendix  of  this  report. 

8.  COMMITTEE  ACTION 

Senator  Magnuson  (for  himself  and  Senator  Jackson)  introduced 
S.  2065  on  May  28,  1959.  At  a public  hearing  on  June  16,  1959,  the 
committee  heard  the  following  witnesses  in  support  of  the  bill:  Senator 
Jackson,  Senator  Magnuson,  the  Honorable  Frederick  II.  Mueller, 
then  Under  Secretary  of  Commerce,  and  Francis  D.  Miller,  Deputy 
Commissioner,  Century  21  Exposition.  Further  consideration  was 
postponed  until  an  executive  session  on  July  21,  1959,  at  which  time 
the  committee  decided  to  obtain  testimony  from  the  General  Services 
Administration  with  respect  to  Federal  control  over  the  design  and 
future  disposition  of  any  buildings  to  be  erected  with  Federal  funds. 
Such  testimony  w7as  given  in  public  session  on  July  28,  1959,  by  the 
Honorable  Franklin  Floete,  Administrator,  General  Services  Admin- 
istration, 

On  August  11,  1959,  the  committee  by  a vote  of  11  to  2 agreed  to 
report  the  bill  favorably  to  the  Senate  with  amendments. 

A similar  bill,  H.K.  8374,  was  reported  to  the  House  on  August  3, 
1959. 

4.  COST 

In  the  report  submitted  by  the  President,  the  costa  to  the  Federal 
Government,  are  estimated  as  follows: 

For  fisca‘  years  I960  1961 , 196$,  1963 


A<r,ru„  ' ToM 

•ttimattt 

I.  Construction  costs:  rejuirtmenit 

A.  Site  development  and  construction $5,  003,  550 

B.  Architecture  services 230,  142 

II.  Exhibit  program: 

A.  unit  of  Science 0,  658,  228 

III.  Administration: 

A.  Personal  services 490,000 

B.  Other 148,080 


Tota’  requirements 12,  500,  000 


The  committee  gave  serious  consideration  to  amending  the  bill  so 
as  to  provide  for  the  appropriation  of  not  to  exceed  $12,500,000  in- 
stead of  “such  sums  as  may  be  necessary.”  In  the  end  it  decided 
against  such  action  in  view  of  the  amendment  proposed  in  section  2 
to  section  3,  clause  (3)  of  the  existing  law,  which  is  discussed  below. 
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6.  CONVEYANCE  OP  LAND  AND  ERECTION  OF  BUILDINGS 

The  committee  devoted  considerable  attention  to  the  question  of 
ownership  of  the  land  and  the  design  and  future  use  of  any  buildings 
to  be  erected  on  this  land. 

Public  Law  85-880  provided  authority  to — 

orect  such  buildings  and  other  structures  as  may  be  necessary 
for  United  States  participation  in  the  exposition,  on  land 
owned  by  the  State  oj  Washington  or  by  any  local  government 
of  such  State  or  any  political  subdivision  or  instrumentality  of 
either  * * *.  [Emphasis  supplied.) 

The  amendment  recommended  by  the  committee  to  this  section  would 
substitute  authority  to — 

erect  such  buildings  and  other  structures  as  may  be  appro- 
priate for  the  United  States  participation  in  the  Exposition 
on  land  ( six  and  one  half  acres  or  more  and  including  land 
necessary  for  ingress  and  egress ) con  veyed  to  the  United  States 
in  fee  simple  and  free  and  dear  of  liens  and  encumbrances,  in 
consideration  of  the  participation  by  the  United.  Slates  in  the 
exposition,  and  xoithout  other  consideration.  (Emphasis  sup- 
plied.1 

The  land  concerned,  according  to  testimony  received  by  the  com- 
mittee, lies  close  to  downtown  Seattle  and  has  considerable  value. 
The  committee  believes  that  conveyance  of  this  land  to  the  Federal 
Government  in  consideration  for  participation  in  the  exposition  is  a 
realistic  proposal. 

The  committee  also  gave  careful  attention  to  the  design  and  utility 
of  the  building  or  buildings  to  be  erected  by  the  Federal  Government 
on  the  land.  The  administration's  tentative— -and  very  preliminary — 
proposal  was  for  a permanent  exhibition  hall  to  be  built  at  a cost  of 
about  $5  million.  However,  the  Administrator  of  the  General  Services 
Administration,  Mr.  FJocte,  testified  to  the  great  need  for  additional 
Federal  office  buildings  in  Seattle.  The  committee,  therefore,  recom- 
mends that  the  following  language  be  included  in  the  new  clause 
(3)  of  section  3: 

In  the  design  and  construction  of  such  buildings  andother  struc- 
tures consideration,  including  consultation  with  the  General 
Services  Administration,  shall  be  given  to  their  utility  for  gov- 
ernmental purposes  and  needs  after  the  close  of  the  exposition. 
[Emphasis  supplied.) 

It  was  the  view  of  the  committee  that  an  attempt  should  be  made 
to  design  a structure  or  structures  to  serve  two  purposes:  to  house  a 
Federal  exhibit  at  the  Century  21  Exposition  and  to  provide  lor 
additional  Federal  office  facilities,  ft  was  further  the  view  of  the 
committee  that,  should  it  not  be  feasible  to  design  a building  or  build- 
ings to  serve  these  two  purposes,  consideration  should  be  given  to  I lie 
erection  of  a temporary  exhibition  hall,  at  much  less  than  the  esti- 
mated cost  of  a permanent  structure. 
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It  was  for  this  reason  that  the  committee  decided  to  recommend 
the  appropriation  of  “such  sums  as  may  be  necessary. M It  is  the 
expectation  of  the  committee,  that  after  a design  is  agreed  upon  bv 
tho  executive  agencies  concerned,  detailed  plans  and  estimates  will' 
be  submitted  to  the  Appropriations  Committees  of  the  Scnalo  and 
the  House  of  Representatives  and  this  matter  can  again  be  reviewed 
by  the  Congress. 

6.  RECOMMENDATION 

There  are  many  precedents  for  Federal  participation  in  such  an 
exposition  as  the  table  below  shows: 


Comparative  costs  oj  major  international  expositions  in  which  the  United  Slates  has 

participated  from  1893  to  1959 


Federal 

appropria- 

tion? 

Dollar 

value 

Actual 

appropria- 

tions 

Chicago  Y/nrlft  FnJr  (ISM) 

35. 359,219 

1 1. 06S,  901 

1.374.000 

1.  175.  non 
3,  1 H 1 1 , .V  H 1 

H,  055.  (kill 

3. 275,  non 
13.  500.  IKK) 

5.  IKK).  IKK) 

3. 6O0.  5?9 

53.57 
3. 19 
2.61 
2.07 
1.04 
1.66 
1.92 
1.00 
1,00 

519,132,411 
05.  !!W.  115 
9,  +127. 360 
2. 122, 250 
A 822,  910 
14, 308. 39.5 
ft  285, 000 
13.  500.  IKK) 
5,000,009 

J,o:iIsImI!>  1‘uiflinsr  Expedition,  St,  Louis  (1904)... 

Paruimal’ucltlc  Exposition  (l!)!5) 

Chlrngn  Coni' fry  of  l'ro;trc.«  (1933-31) 

Texas  tVntoimi.il  (t!i:tS-36) 

Ooliion  Onto  In  torn  fit  Ion  ill  Exposition  (1939-10) 

Now  York  World  Pair  (1033-40) 

U.8.  pavilion,  ilrn&tcls  Wnrlil  Fnlr  (1 058 

Atoms  feu  (KNipg,  ii'»tk»vn  <t3dnvs)  <10.58) 

Proposal  Century  21  appropriation  (IS  months)  (1061-62) 

12,500.000 

Notr.— Soviet  Mhlhlt  In  Now  York  estimated  at  5l0,900,l)l»  without  ero'tirv;  a hnlhlinz. 
Source:  Library  of  Con  gross  Comparative  dollar  values:  US  I topartmon' of  Commerce. 


The  committee  therefore  urges  favorable  action  on  S,  2065  with 
the  amendments  recommended  by  the  committee. 

7.  CHANGES  IN  EXISTING  LAW 

In  compliance  with  subsection  4 of  rule  XX IX  of  the  Standing 
Rules  of  the  Senate,  changes  in  existing  Igw  made  by  the  bill,  as 
reported,  are  shown  as  follows  (existing  Taw  proposed  to  be  omitted 
is  enclosed  in  black  brackets,  new  matter  is  printed  in  italic,  existing 
law  in  which  no  change  i3  proposed  is  shown  in  roman) : 

Public  Law  85-880 

85th  Congress,  S.  3080 

September  2,  1958 

AN  ACT  To  provide  for  participation  ot  the  United  States  in  the  World  Science- 
Pan  Pacific  Exposition  to  be  held  at  Seattle.  Washington,  in  1081,  and  for  other 
purposes 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  oj  the  United 
States  of  America  in  Congress  assembled,  That  the  President,  through 
an  executive  department  or  independent  agency  designated  by  him, 
shall  cooperate  with  the  Washington  State  World  Fair  Commission 
with  respect  to,  and  determine  the  extent  to  which  the  United  States 
shall  bo  a participant  and  an  exhibitor  at,  the  World  Science-Pan 
Pacific  Exposition  now  known  as  Century  SI  Exposition  (hereafter  in 
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this  Act  referred  to  as  the  “exposition'*)  which  is  being  held  at  Seattle, 
Washington,  in  £19613  1961  and  196$.  The  purposes  of  such  exposi- 
tion are  to — 

(1)  commemorate  the  centennial  of  the  physical  fixing  of  the 

boundary  line  between  the  United  States  of  America  and  Canada, 

(2)  depict  the  role  of  science  in  modern  civilization,  and 

(3)  exhibit  the  varied  cultures  of  tho  nations  of  the  Pacific 

Kim. 

The  President  is  authorized,  by  proclamation  or  in  such  other 
manner  as  he  may  deem  proper,  to  invite  the  several  States  of  tho 
Union  and  foreign  countries  to  take  part  in  the  exposition:  Provided, 
That  no  Communist  do  facto  government  holding  any  people  of  the 
Pacific  Kim  in  subjugation  bo  invited  to  participate. 

Sec.  2.  There  shall  be  in  the  designated  department  or  independent 
agency  a Commissioner  for  the  exposition  who  shall  he  appointed  by 
tho  President  by  and  with  the  advice  and  consent  of  the  Senate,  and 
who  shall  receive  compensation  at  the  rate  of  $17,500  per  annum.  Tho 
head  of  the  designated  department  or  independent  agency  shall  pre- 
scribe the  duties  of  the  Commissioner  and  may  delegate  such  powers 
and  duties  to  him  as  are  deemed  advisable  in  order  to  carry  out 
this  Act. 

Sec.  3.  In  carrying  out  the  provisions  of  this  Act,  the  head  of  the 
designated  department  or  independent  agency  may — 

(1)  appoint,  without  regard  to  the  civil-service  laws  and  the 
Classification  Act  of  1949,  such  persons  as  he  deems  to  be  necessary 
to  carry  out  the  provisions  of  this  Act,  except  that  no  person 
appointed  under  this  paragraph  shall  receive  compensation  from 
the  United  States  at  a rate  in  excess  of  that  received  by  persons 
under  the  Classification  Act  of  1949  for  performing  comparable 
duties; 

(2)  enter  into  such  contracts  as  may  be  necessary  to  provide 
for  United  States  participation  in  the  exposition; 

[(3)  erect  such  buildings  and  other  structures  as  may  be  neces- 
sary for  United  States  participation  in  the  exposition,  on  land 
owned  by  the  State  of  Washington  or  by  any  local  government  of 
such  State  or  any  political  subdivision  or  instrumentality  of 
either:  Provided,  That  all  laborers  and  mechanics  employed  by 
contractors  or  subcontractors  in  the  performance  of  work  on  such 
buildings  and  other  structures  shall  be  paid  wages  at  rates  not 
less  than  those  prevailing  on  similar  construction  in  the  locality 
ns  determined  bv  the  Secretary  of  Labor  in  accordance  with  the 
Bacon-Davis  Act,  as  amended  (40  U.S.O.,  sec.  27Ga-27Ga-5);3 

(3)  erect  such,  buildings  and  other  structures  as  may  be  appro- 
priate for  the  United  Slates  participation  in  the  exposition  on  land 
(six  and  one-half  acres  or  more  and  including  land  necessary  for 
ingress  and  egress)  conveyed  to  the  United  States  in  fee  ample  and 
free  and  clear  of  liens  and  encumbrances,  in  consideration  of  the 
participation  by  the  United  States  in  the  exposition,  and  without 
other  consideration.  In  the  design  and  construction  of  such  build- 
ings and  other  structures  consideration,  including  consultation  with 
the  General  Services  Administration,  shall  be  given  to  their  utility 
for  governmental  purposes  and  needs  after  the  close  of  the  exposition. 

(4)  purchase  books  of  reference,  newspapers,  and  periodicals; 

t(5)  incur  such  other  expenses  as  may  be  necessary  to  carry  out 

the  purposes  of  this  Act;  and 3 
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(5)  incur  such  other  expenses  as  may  be  necessary  to  carry  out 
the  purposes  of  this  Act,  including  but  not  limited  to  expenditures 
invoiced  in  the  selection , purchase,  rental,  construction,  and  other 
acquisition  of  exhibits  and  materials  and  equipment  therefor  and  the 
actual  display  thereof,  and  including  but  not  limited  to  related  ex- 
penditures for  costs  of  transportation,  insurance , installation,  safe- 
keeping, maintenance  and  operation,  rental  of  space,  and  dis- 
mantling; 

(0)  accept  any  gifts,  loans,  donations,  or  devices  to  be  used  in 
carrying  out  the  provisions  of  tiiis  Ael.[.J  ; and 

(?)  procure  services  as  authorized  by  the  Act  of  August  2,  1046 
(5  U.S.C.  5f>a),  but  at  rates  for  individuals  not  to  exceed  $50  per  diem. 

Sue.  4.  The  head  of  each  department,  agency,  or  instrumental- 
ity of  the  Federal  Government  is  authorized — 

(1)  to  cooperale  with  the  head  of  the  designated  department 
or  independent  agency  with  respect  to  United  States  participation 
in  the  exposition,  and 

(2)  to  make  available  to  the  head  of  the  designated  depart- 
ment or  independent  agency,  from  time  to  time,  on  a reimbursable 
basis,  such  personnel  as  may  be  necessary  to  assist  the  designated 
department  or  independent  agency  in  carrying  out  its  functions 
under  this  Act. 

Sec.  5.  (a)  The  President  shall  report  to  the  Congress  during  the 
first  regular  session  of  Congress  which  begins  after  the  date  of  enact- 
ment of  this  Act  with  respect  to  (1)  the  most  effective  manner  of 
representation  of  the  United  States  at  the  exposition,  taking  into 
account  the  avoidance  of  undue  competition  among  governments,  and 
(2)  the  amount  of  appropriations  which  are  necessary  to  accomplish 
euch  representation. 

(b)  The  President  shall  report  to  the  Congress  within  six  months 
after  the  date  of  the  offi.ial  close  of  the  exposition  on  the  activities  of 
the  Federal  Government  pursuant  to  this  Act,  including  a detailed 
statement  of  expenditures.  Upon  transmission  of  such  report  to  the 
Congress,  all  appointments  made  under  this  Act  shall  terminate. 

Sec.  6.  After  the  close  of  the  exposition,  all  property  purchased  or 
erected  with  funds  provided  pursuant,  to  this  Act  shall  be  disposed  of 
in  accordance  with  the  Federal  Property  and  Administrative  Services 
Act  of  1949,  and  other  applicable  Federal  laws  relating  to  the  disposi- 
tion of  excess  and  surplus  property. 

[Sec.  7,  There  are  hereby  authorized  to  bo  appropriated  not  to 
exceed  $125,000  to  carry  out  the  provisions  of  this  Act.] 

Sec.  7.  (a)  There  are  hereby  authorized  to  be  appropriated,  to  remain 
available  until  expended,  such  sums  as  may  be  necessary  to  carry  out  the 
provisions  of  this  Act,  including  participation  in  the  exposition. 

Sec.  8.  The  functions  authorized  in  this  Act  may  be  performed  without 
regard  to  the  prohibitions  and  limitations  of  the  following  laws;  section 
86  jS,  Revised  Statutes,  as  amended  (81  U.S.C.  520);  section  8735, 
Revised  Statutes  (J,l  U.S.C.  18). 

Approved  September  2,  1958. 
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APPENDIX 


Aitkndix  I:  Mkshaqr  From  tub  President  Transmitting  a 
Retort  on  the  Century  21  Exposition 

To  Ike  Congress  of  l he  Un  ited  Stales: 

Pursuant  to  tho  provisions  of  Public  Law  85  -880,  providing  for 
participation  of  tho  United  Slates  in  tho  World  Scionco  Pan-Pacific 
Exposition  to  be  hold  at  SoutUo,  Wash.,  in  1001,  I am  transmitting 
herewith  the  report  under  section  5(a)  of  that  act. 

Dwight  D.  Eisenhower. 

The  White  House,  May  21,  1069. 

Plan  for  U.S.  Participation  and  Exhidition  at  tub  Would 

Science  Pan-Pacific  Exposition  (Century  ?1  Exposition) 

In  accordance  with  Public  Law  85-880  tho  President  designated 
the  Department  of  Commerce  an  tho  oxecutivo  department  to  consult 
with  other  departments,  agencies,  and  instrumentalities  with  respect 
to  their  plana  and  recommendations  for  their  participation  in  tho 
exposition  to  ho  held  at  Soattlo.  Tho  plan  now  presented  represent 
an  integration  of  their  suggestions  into  an  exhibition  program  that  is 
scientifically  sound  and  will  bo  the  most  effectivo  manner  of  repre- 
sentation of  tho  United  States  at  tho  exposition.  An  appropriation 
request  will  bo  submitted  to  tho  Congress  to  implement  tho  plan  now 
presented. 

Any  Federal  participation  in  tho  exhibition  is  based  entirely  upon 
tho  achievement  of  tho  peoplo  of  tho  State  of  Washington  and  the 
city  of  Seuttlo  to  bring  the  exposition  into  being  through  their  work 
in  conceiving,  organizing  and  financing  it.  Thoy  have  determined 
tho  threofold  purpose  of  the  exposition — commemorating  the  con- 
tennial  of  tho  physical  fixing  of  tho  boundary  lino  botwcon  tho  United 
States  and  Canada,  depicting  tho  role  of  science  in  modern  civilization 
and  exhibiting  the  varied  cultures  of  tho  nations  of  the  Pacific  rim. 
Theirs,  too,  has  boon  tho  decision  to  ^mphnsizo  soienco  in  a section  of 
tho  exposition  which  will  bo  known  as  the  World  of  Science. 

In  195(1  and  1057  tho  State  and  city  put  their  planning  for  a major 
international  exposition  on  a firm  fiscal  basis  whon  they  appropriated 
$15  million.  Next,  tho  exact  location  was  made  definite  n.y  the 
aquisition  of  74  acres  of  land  close  to  downtown  Seattle.  A nonprofit 
corporation  has  been  created  to  operato  tho  exposition.  It  is  Century 
21  Exposition,  Ino.,  and  the  exposition's  name  has  been  shortened  to 
Century  21  Exposition. 

The  organizers  of  the  exposition  have  also  determined  that  recent 
tremendous  strides  in  science  and  future  benefits  to  mankind  should 
ho  emphasized  in  tho  exposition.  Since  tho  last  major  fair  in  the 
United  States  in  1939,  there  have  boon  important  developments  in 
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atomio  science,  space  exploration,  the  biological  sciences;  and  many 
others.  The  exposition  will  devote  nearly  one-third  of  its  space  to 
scientific  progress  in  tho  World  of  Science  theme  area. 

In  tho  course  of  cooperating  with  tho  State  and  citv,  the  Federal 
Government  has  also  had  tho  cooperation  of  the  advisory  group  of 
eminent  U.S  scientists  to  which  the  Century  21  Corp.  has  turned  for 
advice  on  the  scientific  content  of  the  exposition  More  than  60 
scientists  have  advised  the  corporation  from  time  to  time  ami  more 
than  20  ore  now  organized  into  n group  called  the  National  Science 
Planning  Boprd  to  continue  to  provide  scientific  counsel  to  the 
corporation  and  exhibitors.  The  following  are  members  of  this  board: 
Dr.  Frotlich  Rainey,  Chairman;  director,  University  of  Pennsylvania 
Museum,  Philadelphia,  Pa. 

Dr.  Allen  V.  Astin,  Director,  National  I3ureau  of  Standards,  De- 
partment of  Commerce,  Washington,  D C, 

Dr.  Detlov  W.  Bronk,  president,  Rockefeller  Institute,  New  York, 
N.Y. 

Dr.  Leonard  Carmichael,  Secretary,  Smithsonian  Institution,  Wash- 
ington, D.C. 

Harold  J.  Coolidgo,  National  Academy  of  Sciences,  Washington, 
D.C. 

Dr.  Frank  Fromont-Smith,  medical  director,  Josiah  Mncy,  Jr., 
Foundation,  New  York,  N.Y. 

Dr.  Harry  F.  Ilarlow,  Department  of  Psychology,  University  of  Wis- 
consin, Madison,  Win. 

Dr.  Donald  Lougliridgo,  Nuclear  Power  Engineering  Division, 
General  Motors  Technical  Center,  Detroit,  Mich. 

Prof.  Ilonnan  Mark,  Department  of  Chemistry,  Polytechnic  Institute 
of  Brooklyn,  Brooklyn,  N.Y. 

Dr.  Donald  H.  McLaughlin,  Homcstake  Mining  Co.,  San  Francisco, 
Calif. 

Dr.  Donald  H.  Menzcl,  director,  Harvard  Observatory,  Cambridge, 
Mass. 

Dr.  J.  C.  Morris,  vice  president,  Tulnne  University,  New  Orleans. 

Dr.  Hans  Ncurath,  professor  and  oxecutive  offioor,  Department  of 
Biochemistry,  University  of  Washington,  Seattle,  Wash. 

Dr.  Gerard  Piel,  presidont  and  publisher.  Scientific  American,  New 
York,  N.Y. 

Dr.  Glenn  T.  Seaborg,  chancellor,  University  of  California,  Berkeley, 
Calif. 

Dr.  Frederick  Seitz,  Department  of  Physics,  University  of  Illinois, 
Urbana,  III. 

Dr.  Honry  Bradford  Washburn,  Jr.,  director,  Boston  Museum  of 
Science,  Boston,  Mass. 

Dr.  Paul  Weiss,  momher  and  professor,  Rockefeller  Institute,  New 
York,  N.Y. 

Dr.  Dad  Wolfle,  executive  officer,  Amorican  Association  for  the 
Advancement  of  Science,  Washington,  D.C. 

Many  of  the  members  of  this  board  bavo  worked  with,  and  have  the 
respect  of,  the  departments  and  agencies  of  Government  in  various 
science  fields.  There  has  been  a useful  exchongo  of  ideas  between 
them  Rnd  the  agencies  with  the  result  that  the  agencies  now  present 
plans  for  participation  which  will  bo  integral  parts  of  the  science  theme 
and  will  produce  an  effective  representation  for  tho  United  States  as 
desired  by  the  Congress, 
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CONTENT  OF  FEDERAL  EXHIWTIONB 

With  the  cooperation  of  the  National  Scionco  Foundation,  introduc- 
tory arena  will  ho  created  for  the  Federal  exhibits  in  order  to  make 
initial  presentations  in  each  field  of  science.  These  areas  are  planned 
to  excite  youth  and  adult  interest  in,  and  promote  the  understanding 
of,  tho  four  basic  science  areas:  Life  sciences,  energy,  man,  uud  space. 

THE  LIFE  SCIENCES 

In  the  area  devoted  to  the  life  sciences,  exhibits  will  develop  in  a 
series  of  coordinated  steps,  the  major  areas  that  biochemists  and  others 
are  exploring  in  nature  and  in  the  processes  of  life.  The  understanding 
derived  from  years  of  basic  scientific  discovery  will  he  projected  into 
the  future  and  related  to  the  welfare  of  a much-expanded  world  popu- 
lation in  Century  21.  flow  biology  contributes  to  the  rational  choices 
that  man  can  and  must  make  today  with  respect  to  the  survival  of 
his  species  will  ho  illustrated. 

As  an  example  of  specific  subject  treatment,  special  emphasis  will  be 
placed  on  an  exhibit  that  depicts  the  all-important  life-creating  and 
sustaining  process  of  photosynthesis. 

Tim  Department  of  Health,  Education,  and  Welfare  will  present 
medical  exhibits  such  ns  research  in  chemical  cures  for  cancer,  testing 
against  new  hazards  in  radiation,  and  new  forms  of  drugs.  Blood 
and  tissue  will  be  the  subjects  of  presentations  by  the  Department  of 
Defense.  The  Department  of  Agriculture  will  provide  exhibits  on 
the  subjects  of  breeding  and  genetics.  They  will  also  demonstrate 
new  crops  and  display  new  techniques  in  improving  animals. 

The  Atomic  Energy  Commission  will  delve  into  radiation  plus 
studies  in  biosynthetic  labeling,  tumor  localization,  and  parasite  eradi- 
cation. In  addition  to  its  task  of  exhibit  and  tbeino  coordination, 
tha  National  Scionco  Foundation  will  present  exhibits  in  such  life 
science  subjects  as  growth  and  behavior.  The  NSF  intends  to  secure 
the  cooperation  of  the  National  Academy  of  Science,  private  founda- 
tions, and  educational  institutions. 

ENERGY 

The  theme  of  the  “enerpy’'  section  is  man’s  endless  Boarch  for  new 
sources  of  energy.  A review  of  his  accomplishments  up  to  1901  will 
be  presented.  The  show  will  then  proceed  rapidly  from  conventional 
power  to  power  from  fission  and  fusion,  and  to  the  direct  conversion 
of  nuclear  power  without  an  intervening  heat  cycle. 

Communications  will  demonstrate  worldwide  transmission  by  satel- 
lite repeaters.  Weather  predicting  techniques,  such  as  we  have  never 
imagined,  that  could  save  billions  of  dollars  and  countless  lives,  will  be 
demonstrated. 

Tho  Department  of  Defense  will  play  a major  role  in  tho  “energy’* 
section.  This  Department  intends  to  cover  the  following  subjects: 
Power  sources — atomic  power  package,  solar  energy,  cosmic  rays, 
direct  battery  conversion  of  chemical  to  electric  power,  and  shock 
tube  programs.  Other  important  topics  will  be  crystal  physics,  crys- 
tal and  whisker  growth,  high  pressure  and  unusual  fabrication  tech- 
niques, etc.  Tho  Atomic  Energy  Commission  will  deal  in  reactors — 
fission  end  fusion  modols  plus  a small  power  source  for  satellites. 


MUTUAL  SECURITY  APPROPRIATIONS,  1800 


883 


The  National  Science  Foundation  will  contribute  research  in  chrm- 
icnl  engines.  Snlino  water,  hydroelectric  power,  and  metallurgy  will 
be  the  principal  areas  of  pa rtici nation  by  the  Department  of  Interior, 
The  Federal  Aviation  Agency  fins  been  requested  to  present  studies 
in  fuels  and  propulsion  systems.  The  Department  of  Commerce  will 
round  out  tlio  display  with  a maritime  exhibit  including  atomic 
propulsion  and  hydrofoils,  etc. 


MAN 

Man  is  greatly  alTectod  by  the  many  forces  that  are  at  play  within 
his  environment.  His  reaction  to  those  forces — in  the  past,  tho  pres- 
ent, and  the  future — sets  the  theme  for  the  exhibit  in  tho  “area 
of  man.” 

Hero  will  be  shown  those  inventions  and  tho  results  of  science 
research  that  nave  eased  man's  workload,  provided  him  leisure  with 
dignity,  and  with  new  powers  to  heal  himself,  as  well  as  tho  power 
to  destroy  himself.  Here  tho  visitor  will  see  treated  in  exhibit  form 
tho  coming  population  explosion  and  the  rentiers  search  for  food  as 
a weapon  for  peaco.  In  this  area  it  will  be  clearly  demonstrated 
that  out  of  coming  generations  we  must  discover  and  encourage  the 
scientists  of  tomorrow. 

The  Department  of  Dcfonoc  lias  pronosod  environment  and  reaction 
studies.  Health,  Education,  and  Welfare  is  prepared  to  present 
exhibits  concerned  with  geriatrics,  educational  advances  and  loch- 
nkines,  population  explosion,  and  urbanization.  Tho  Department  of 
Lannr  will  tell  the  story  of  man  at  work  throughout  tho  ages.  Par- 
ticular emphasis  will  he  placed  on  automation  and  its  effect  upon  the 
working  man  and  his  future.  New  food  sources  will  be  the  subject 
of  exhibits  by  tho  Department  of  Agriculture.  The  story  of  the 
future  of  commerce,  industry,  and  transportation  will  be  told  by  the 
Department  of  Commorco.  Conservation,  fossil  fuols,  otc.,  will  be 
the  subjects  of  exhibits  hy  tho  Department  of  Interior. 

The  National  Science  Foundation  will  provide  busic  Bcionco  exhibits 
designed  to  assure  continuity  of  thomo.  Tlioy  will  also  contribute 
scientific  direction  and  coordination. 

A high  percentage  of  tho  exhibits  involved  will  bo  designed  to  have 
residual  value.  This  will  be  true  of  the  otlior  theme  areas  as  well. 

SPACE 

Space  science  is  no  longer  science  fiction.  Within  the  Fedora! 
Government  the  National  Aeronautics  and  Spoco  Administration,  the 
Department  of  Dofonso,  the  National  Science  Foundation,  and  the 
Wcathor  Bureau,  and  tho  Bureau  of  Standards  of  tho  Department  of 
Commerce,  and  others,  work  around  the  clock  on  alt  phasos  of  scienco 
probloms  croated  by  man ’s  challenge  of  space.  As tronautical  measure- 
ment, chemistry,  cosmic  radiation,  communications,  orbital  mechan- 
ics, propulsion,  medicine,  and  habitation  are  just  a few  of  the 
problems. 

The  introduction  to  this  science  will  be  presented  as  an  accomplish- 
ment of  our  Government.  The  National  Aoronautics  and  Space 
Administration  will  make  it  possible  for  the  visitor  to  see  how  informa- 
tion from  satellites  is  transmitted  for  analysis  in  terms  of  its  scientific 
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significance.  Such  developments  as  have  been  analyzed  by  the  time 
of  the  exposition  will  bo  included  in  this  exhibit,  stressing  the  signifi- 
cance of  the  satellite  as  an  exploratory  scientific  fool 

Pust,  present,  and  future  space  vehicles  ami  an  actual  80-foot  re- 
search rocket,  models  and  demonstrations  of  propulsion  systems  will 
lead  the  visitor  to  a point  where  he  can  see  a full-scale  moekiip  of  the 
capsule  in  which  (he  first  American  man  will  make  space  exploration, 
The  problems  that  will  attend  such  exploration  will  be  illustrated  and 
solutions  proposed. 

Space  research  for  the  benefit  of  mankind  will  he  demonstrated. 
Forecasting,  arid  perhaps  even  controlling  weather  by  efforts  in  space 
will  be  shown.  Recent  carthbourul  scientific  accomplishments  will 
not  be  ignored.  The  Bureau  of  Standards  will  demonstrate  non- 
sntollitc  methods  of  measurement  of  the  earth's  ionosphere.  The 
National  Science  Foundation  will  present  exhibits  covering  compila- 
tions and  conclusions  developing  out  of  the  International  Guopvhsica! 
Year  and  the  Smitliso  iiun  Institution's  proposal  for  astro  physical 
laboratories, 


COST  ESTIMATES  OF  THE  FEDERAL  PLAN 

In  ordor  to  house,  construct,  and  operate  the  Federal  exhibits  as 
herein  described,  cost  estimates  have  been  made  as  follows; 

For  fiscal  yeors  I960,  1991,  1969,  1963 


Activity  total  tuimaia 

1.  Construction  costs:  mcirttotiM 

A.  Site  development  and  (.oimtruotion $5,  IKK1,  350 

B.  Architectural  services . . 200.  M2 

IT.  Exhibit  program: 

A.  Hail  of  Science 8,038.228 

III.  Administration; 

A.  Personal  services. 400,000 

B.  Other H8,  080 


Total  requirements 12,  500,  000 


Appendix  II,  Letter  From  the  Under  Secretary  of  Commerce 

The  Secretary  of  Commerce, 
Washington,  D.C.,  May  28,  1059. 

The  President  of  the  Senate, 

U.S.  Senate,  Washington,  D.C. 

Dear  Mr.  President:  There  are  enclosed  four  copies  of  a draft  of 
legislation,  to  amend  Public  Law  85-880,  and  for  other  purposes, 
together  with  a statement  of  justification  therefor. 

The  Department  of  Commerce  urges  early  enactment  of  this 
legislation  in  order  that  the  exhibits  of  tho  Federal  Government  may 
bo  ready  at  the  time  the  exposition  opens  on  May  10,  1001. 

The  Bureau  of  tho  Budget  has  advised  that  there  would  be  no 
objection  to  the  submission  of  this  legislation  to  the  Congress. 
Sincerely  youra, 

Frederick  H.  Mueller, 

Under  Secretary  oj  Commerce. 
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A BILL  To  amend  I’ubliu  Law  85-880.  and  for  other  purposes 

He  it  enacted  by  the  Senate  and  House  oj  Representatives  of  the  United 
States  of  America  in  Congress  assembled, 

The  first  sentence  of  section  1 of  the  Act  of  September  2,  1958 
(Public  Law  85-880;  72  Slat,  1708)  is  hereby  amended  as  follows: 

"(a)  After  the  phrase,  ‘World  .Science — Pan  Pacilic  Exposition', 
insert  'now  known  as  Century  21  Exposition’. 

“(b)  Strike  '1901'  and  insert  in  lieu  thereof  *1901  and  10112'.' ” 

Sko.  2.  Clausa  (5)  of  section  3 of  said  Act  is  hereby  amended  to  read 
as  follows: 

“(5)  incur  such  oilier  expenses  ns  may  be  necessary  to  carry  out 
the  purposes  of  this  Act,  including  but  not  limited  to  expenditures 
involved  in  the  selection,  purchase,  rental,  construction,  and  other 
acquisition  of  exhibits  and  materials  and  equipment  therefor  and 
the  actual  display  thereof,  and  including  but  not  limited  to  related 
expenditures  for  costs  of  transportation,  insurance,  installation, 
safekeeping,  maintenance  and  operation,  rental  of  space,  and 
dismantling;  and.” 

Add  a clause  (7)  to  section  3 of  said  act  as  follows: 

*'(7)  procure  services  aw  authorized  by  the  Art  of  August  2, 
1949  (5  U.S.O.  55a)  but  at  rates  for  individuals  not  to  exceed 
S109  per  diem.” 

8i;e.  3.  Section  7 of  said  act  is  hereby  amended  to  rend  as  follows, 
and  a new  section  8 is  added  to  said  act,  all  rending  as  follows: 

“Skc.  7.  There  are  hereby  authorized  to  ho  appropriated,  to  remain 
available  until  expended,  such  sums  as  may  lie  necessary  to  carry 
out  the  provisions  of  this  Act,  including  participation  in  the  exposition, 
"Skc.  8.  The  functions  authorized  m this  Act  may  be  performed 
without  regard  to  the  prohibitions  and  limitations  of  the  following 
laws:  Section  3G48,  Revised  Statutes,  ns  amended;  (31  U.8.C.  529); 
Section  3735  Revised  Statutes,  (41  U.S.C.  13).” 

JUSTIFICATION  FOR  PROPOSED  AMENDMENTS  TO  ENABLING  ACT 
(HJW.tC  LAW  68-380) 

In  enacting  Public  Law  86-880  Congress  contemplated  that  Federal 
participation  in  the  World  Science-Pan  Pacific.  Exposition  (hereafter 
referred  to  os  tho  “exposition”)  would  consist  of  two  stages,  (1) 
preparatory,  and  (2)  actual  participation.  Accordingly,  the  act 
provides,  in  section  1,  that  tho  President  determine  the  extent  to  which 
tho  United  States  shall  bo  participant  and,  in  section  5(a),  report  to 
the  current  Congress  (a)  tho  most  effective  manner  of  representation, 
and  ( b ) tho  amount  of  appropriations  necessary  to  accomplish  such 
representation.  Section  7 of  the  act  authorized  an  appropriation  not 
to  exceed  $125,000  which  was  contemplated  to  bo  used  for  setting 
up  an  initial  staff  and  making  necessary  surveys  (If.  Ilept.  2501, 
85th  Cong.,  2d  sees.). 

Section  3 of  tho  act  is  apparently  for  the  purpose  of  enabling  the 
actual  participation,  once  it  is  decided  upon.  It  authorizes,  for  exam- 
ple. tho  making of  contracts  necessary  to  provide  for  U.S.  participation 
and  tho  incurring  of  related  expenses. 

The  85th  Congress  adjourned  without  having  made  an  appropria- 
tion as  authorized  by  section  7 of  the  act.  In  order  to  enable  prelimi- 
nary work  to  be  done,  so  that  tho  President  could  make  his  report  to 
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the  1st  session  of  the  80th  Congress,  as  required  by  section  6(a)  of 
the  act,  the  President  allotted  $60,000  of  hie  emergency  fund  to  the 
Department  of  Commerce,  which  he  had  designated  as  the  Depart- 
ment through  which  he  would  carry  out  his  functions  under  the  act 
(see  letter  of  the  President,  Nov.  13,  1958,  published  in  23  F.K,  9109). 

In  analyzing  the  act,  it  appears  to  the  Department  of  Commerce 
exposition  stair  that  certain  amendatory  legislation  should  bo  enacted 
in  order  to  allow  the  necessary  flexibility  in  arrangements  for  partici- 
pation. The  Houbo  report  above  referred  to  indicates  that  it  was 
expected  that  participation  would  require  additional  legislation  in  tho 
form  of  appropriations  and  possibly  in  general  legislation. 

While  the  net  is  broad  enough  at  this  stage  to  provide  for  actual 
participation  as  well  as  the  preliminary  planning,  it  is  felt  that  the 
addition  of  some  paragraphs  in  the  nature  of  those  presently  provided 
in  international  trade  fair  legislation  (22  U.S.C.  1991-2001)  would 
enable  the  Commissioner  more  adequately  and  efficiently  to  discharge 
his  functions. 

Section  1 of  the  proposed  amendment  makes  certain  technical 
changes.  The  exposition  is  now  known  officially  as  Century  2] 
Exposition  and  it  is  to  be  held  in  1962  os  well  os  1961, 

Section  2 of  tho  proposed  amendment  lists  the  types  of  expenditures 
contemplated  under  the  act  and  clarifies  the  present  authority.  Sec- 
tion 3 of  the  amendment  amends  the  present  section  7 of  the  act  by 
removing  the  $125,000  appropriation  authorization  limit  which  was 
predicated  only  on  the  preliminary  work.  It  ulso  adds  a new  section 
8,  which  authorizes  carrying  out  the  provisions  of  the  act  without 
regard  to  tho  prohibitions  and  limitations  of  laws  that  prohibit  the 
advm.ce  payment  of  funds  and  contracting  for  more  than  n year. 
These  lasvs  were  designed  for  ordinary,  routine,  and  continuing 
Government  procurement  but  should  not  apply  to  the  specialized 
type  of  contracts  and  functions  peculiar  to  the  operations  of  and 
participation  in  an  exposition. 

LK0I8LAT1 VB  COMMITTER  VIEWS 

Senator  Magnuson.  As  you  will  recall,  on  the  floor  it  was  the 
consensus  of  tho  opinion  of  the  Foreign  Relations  Committee  with 
only  one  exception,  that  wo  have  been  appropriating  a groat  deal  of 
monoy  for  fairs  all  ovor  tho  world,  which  is  all  right,  we  have  all  votod 
for  them,  but  it  is  about  time,  particularly  in  this  great  field  of  science 
and  this  new  age,  we  had  one  of  these  things,  ourselves. 

Senator  Bidlb.  I thoroughly  concur  in  your  statement. 

COMMITTEE  RECESS 

Senator  Magnuson.  We  will  recess  now  until  10:30  tomorrow,  to 
hoar  tho  rest  of  the  witnesses, 

Mr.  Moore.  Thank  you,  Mr.  Chairman. 

(Thereupon,  at  12:30  p.m.,  Tuosday,  August  25,  1959,  the  com- 
mittee was  recessed,  to  reconvene  at  10:30  a.m.,  Wednesday,  August 
26,  1959.) 
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WEDNESDAY,  AUGUST  96,  1969 

U.S.  Senate, 

Committee  on  Appropriations, 

Washington,  D.C. 

Tho  committee  met,  pursuant  to  recess,  in  room  1224,  New  Senato 
Oflico  Building,  at  10:30  a,m.,  Hon.  Carl  Hayden,  chairman  of  tho 
committee,  presiding. 

Present:  Chairman  Hayden,  Senators  Chavez,  Ellender,  Robertson, 
Bible,  Saltonstall,  Young,  Mundt,  And  Dworshak. 

Also  present:  Senator  Schocppcl. 

DEPARTMENT  OF  AGRICULTURE 

Son.  Bank  Program — Conservation  Reserve 

STATEMENTS  OF  CLARENCE  D,  PALMBY,  ASSOCIATE  ADMINIS- 
1RAT0R,  COMMODITY  STABILIZATION  SERVICE;  H.  LAURENCE 
MAN  WARING,  DEPUTY  ADMINISTRATOR,  PRODUCTION  ADJUST- 
MENT, COMMODITY  STABILIZATION  SERVICE;  CLAUDE  T. 
COFFMAN,  ASSISTANT  FOR  SOIL  BANK  AND  FOREIGN  AGRI- 
CULTURE, OFFICE  OF  THE  GENERAL  COUNSEL;  CHARLES  l. 
GRANT,  DIRECTOR  OF  FINANCE  AND  BUDGET  OFFICER 

General  Statement 

Chairman  Hayden.  Tho  committoo  will  please  come  to  ordor. 
Senator  Mundt.  Mr.  Chairman,  I havo  a very  brief  statement  in 
connection  with  an  amendmont  which  I am  offering  on  behalf  of 
myself  and  Senator  Schooppol  of  Kansas,  and  Senator  Young  of 
North  Dakota. 

It  is  proposed  that  this  amendment  bo  insorted  at  the  proper  place 
in  tho  bill  in  order  to  mako  the  soil  bank  program  workable  for  1900. 

I will  oxplain  briefly  what  has  occurred  which  has  given  rise  to  the 
necessity  for  this  amendmont. 

LIMITATION  ON  HATE  OF  ANNUAL  PAYMENTS 

At  tho  insistence  of  the  other  branch  of  Congress,  there  was  written 
into  tho  Agricultural  Appropriation  Act  of  this  year,  a now  limitation 
on  the  rate  of  annual  payments  of  land  put  in  tho  conservation 
rosorvo,  a now  formula  which  had  never  been  tried  before. 

In  the  original  soil  bank  act  which  gave  tho  Secretary  of  Agriculture 
certain  guidelines  to  follow  tho  established  payment  rates,  but  loft  him 
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sufficient  latitude  within  those  guidelines  to  set  rates  whieh  were  fair 
and  reasonable. 

The  soil  bunk  Inis  just  1 more  year  in  which  to  opornto  under  the 
Authorization  Act  and  that  is  the  crop  year  of  1900,  Heretofore  we 
have  said  that  the  rates  of  unnual  payment  to  be  provided  for  in  the 
contract  shall  be  established  on  such  basis  as  the  Secretary  determines 
will  provide  producen*  with  a fair  and  reasonable  annual  return  on  the 
land,  taking  into  consideration  the  value  of  the  land  for  production  of 
commodities  customarily  grown  on  such  kinds  of  land  in  the  county 
or  area,  the  prevailing  rules  for  cash  rentals  for  similar  land  in  the 
county  or  area,  the  incentive  necessary  to  obtain  contracts  for  the 
coverage,  for  the  substantial  accomplishment  of  the  purpose  of  tile 
conservation  reserve  program  and  such  other  factors  as  he  deems 
appropriate. 

You  will  notice  wo  stated  that  tho  aims  should  bo  to  provide  pro- 
ducers with  a fair  and  reasonable  return  on  the  land. 

On  tho  other  hand,  another  provision  of  tho  Soil  Bank  Act  directed 
tho  Secretary  to  provido  adequate  safeguards  to  protect  tho  interests 
of  tenants  ami  sharecroppers,  including  tho  reasons  for  sharing  on  an 
equitable  basis  of  payments. 

Tho  now  limitations  on  payments  which  were  written  into  tho 
Agricultural  Appropriations  Act  this  year  huvo  proved  to  bo  unwork- 
able and  make  it  almost  impossible  to  carry  out  these  objectives. 

So  we  have  a very  emergent  situation  before  us,  Tho  new  limita- 
tion contained  in  the  Appropriations  Act  provides: 

That  in  catnbliitliing  animal  rimtnl  rams  for  now  contracts  no  such  rental  rates 
shall  1)0  established  in  excess  of  tho  local  fair  rental  value  of  tho  acreage  offered, 
hitch  fair  rental  value  to  be  based  on  tho  average  crop  production  harvester!  from 
such  acreage  during  tho  past  5 years. 

Under  this  now  limitation  county  committees  are  left  with  no  dis- 
cretion in  determining  the  rate  of  payment  other  than  to  take  the 
farmer’s  production  of  tho  last  T)  years,  divide  it  by  5 to  get  tho  aver- 
age annual  production,  tako  the  landlord’s  fourth  or  third  or  two-fifths, 
ns  the  share  may  be,  and  have  that  to  determine  the  rental  value. 

A small  amount  may  bo  added  to  reimburse  the  farmer  for  the 
special  obligations  whieh  lie  assumes  under  tho  conservation  reserve 
contract,  such  as  tho  cost  of  controlling  weeds,  building  fences,  and 
maintaining  the  cover,  all  of  which  ho  is  expected  to  do  ns  a cooperator. 

If  we  take,  ns  an  example,  land  which  has  an  annual  gross  return  of 
$40  per  acre,  a landlord’s  one-fourth  of  that  would  be  $10  per  acre. 

If  we  add  $2  to  cover  the  cost  of  wood  control,  mowing  the  cover, 
building  fences,  and  so  forth,  the  maximum  annual  payment  which 
could  be  paid  would  be  $12  per  acre. 

The  owner  will  not  even  receive  all  of  tho  $12  since  it  must  be  di- 
vided between  him  and  the  tenant. 

What  owner  who  can  rent  his  land  to  a privato  individual  for  $10 
is  going  to  put  his  land  in  tho  conservation  reserve  at  $12  and  have 
to  shore  tho  $12  with  tho  tenants? 
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In  Buch  State9  such  as  my  own,  whoro  there  have  been  1 or  2 dry 
years  during  the  past  5 years,  the  amount  of  payment  in  many  cases 
would  be  ridiculously  low. 

So  the  impact  of  the  amendment  is  virtually  to  mako  the  soil  bank 
inoperative  tor  1900  in  those  areas  whore  they  havo  had  short  crops  or 
a drought  during  any  one  of  the  past  5 years. 

What  this  means,  in  other  words,  Mr.  Chairman,  is  that  in  some 
States  we  will  virtually  be  excluded  from  participation  in  the  program 
and  in  nearly  all  States  the  I960  rate  will  bo  much  lower  than  the 
rates  being  paid  under  current  contracts. 

PROPOSED  SUBSTITUTE  AMENDMENT 

The  amendment  which  I propose  is  a substitute  for  tho  limitation 
in  tho  original  appropriating  act,  the  provision  that  no  annual  rontnl 
will  bo  established  in  oxcess  of  tho  20  percent  of  the  value  of  tho  land 

filaced  under  contract,  hut  in  no  event  shall  such  payment  be  catab- 
ished  in  excess  of  the  1959  rate. 

This  will  give  the  local  county  committees  sufficient  discretion  to 
sot  rates  which  are  fair  and  reasonable  arid  at  the  same  time  will 
afford  adequate  safeguards  against  the  rales  being  too  high. 

It  would,  Mr.  Chairman,  mean  that  under  the  terms  of  this  amend- 
ment for  tho  last  year  of  tho  program  they  could  not  set  their  rates 
higher  at  any  place  than  they  were  in  1959. 

You  would  not  havo  an  entire  new  set  of  rates  confusing  the  wholo 
propram  in  its  final  year  and  in  fact,  eliminating  certain  States  almost 
entirely  and  certain  big  areas  of  other  States  because  of  drought  or 
other  acts  of  nature  which  destroy  such  crop. 

I propose  this  amendment  with  Senator  Schoeppel  and  Senator 
Young,  each  of  whom  has  a statement  he  would  tike  to  make  and  1 
believe  that  Congressman  Breeding,  who  is  in  the  room,  also  would 
like  to  bo  heard. 

Chairman  Hayden.  We  shall  ho  pleased  to  hear  from  you,  sir. 
Senator  Mu  not.  Mr.  Chairman,  I would  like  to  have  the  amend- 
ment proposed  by  myself,  Senator  Schoeppel,  and  Senator  Young, 
inserted  in  the  record  at  this  point,  if  that  is  agreeable. 

Chnirman  Hayden.  The  proposed  amendment  may  he  included 
in  the  record. 

(The  amendment  referred  to  follows:) 

Proposed  Amendment 

Iii  Uni  of  the  method  for  determining  the  fair  rental  value  for  comiorvntlon 
reserve  contracts  prescribed  in  clause  ('2)  of  tho  sixth  proviso  under  the  head 
"Conservation  Reserve"  In  Publlo  Law  80-80,  such  fair  rentnl  value  shall  bo 
based  upon  tho  prevailing  rental  rate  in  tho  area  for  land  of  comparable  produc- 
tivity, or  in  the  absence  of  prevailing  rental  rates  the  amount  wtiioh  the  county 
committee  estimates  would  bo  a fair  rentul  rate  for  land  of  such  productivity, 
making  duo  allowance  In  eithrr  case  for  the  obligations  assumed  by  producers 
under  conservation  reserve  contracts.  * 
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Soil  Bank  Program 

STATEMENT  OP  HON.  J.  PLOYD  BREEDING,  A REPRESENTATIVE  IN 
CONGRESS  FROM  THE  STATE  OF  KANSAS 

Gknkral  Statemknt 

Mr.  Breeding.  I am  Congressman  Breeding,  of  Kansas. 

I want  to  join  in  and  subscribe  to  the  statement  mado  by  the 
Honorable  Karl  Mundt,  of  South  Dakota. 

I come  from  one  of  tho  largest  wheat-producing  districts  in  America. 
Ycaterdav  and  this  morning,  I have  had  calls  from  local  ASC  county 
committees  in  my  area  who  are  presently  holding  meetings  on  the 
interpretation  of  the  soil  bank  for  1960  and  they  tell  me  that  the 
fanners  are  walking  out  in  disgust  in  regard  to  the  rulings  and  limita- 
tions of  the  program  for  1960. 

Mr.  Chairman,  it  is  an  honor  for  mo  to  bo  hero  this  morning.  I 
havo  a short  prepared  statement  I would  liko  to  read  to  you,  sir. 
Chairman  Hayden.  Proceed. 

Mr.  Breeding.  Mr.  Chairman,  I appreciate  the  opportunity  to 
appear  here  today  in  regard  to  a regulation  in  the  1960  conservation 
reserve  program  which  I boliove  is  unfair  to  many  farmers  of  my  part 
of  the  country. 

APPROPRIATION  ACT  PROVISION 

The  regulation  in  question  is  based  upon  that  part  of  tho  Agricul- 
tural Appropriations  Act  of  1960,  which  rends  as  follows: 

In  establishing  annual  rental  rates  for  new  contraota,  no  such  rental  rate  shall 
be  established  In  excess  of  the  local  fair  rental  value  of  tho  aereago  offered,  such 
fair  rental  value  would  be  based  upon  tho  averago  annual  crop  production  har- 
vested from  such  acreage  during  the  past  five  crop  years,  including  the  current 

year. 

That  sounds  like  a reasonable  provision. 

Blit  when  it  is  interpreted  to  moan  that  the  provision  does  cover 
years  when  production  was  ruined  or  drastically  reduced  by  floods, 
droughts,  or  other  abnormal  conditions,  it  becomes  decidedly  unfair 
to  farmers  in  dry  land  areas. 

LOW-TUDLDWa  CROP  TSARS 

Tnko  my  homo  county,  Morton  County,  Kans.,  as  an  example. 
During  tho  past  6 yoars  wo  havo  had  2 years,  1055-50,  of  what  I con- 
sider crop  failures.  Production  averaged  4 to  0 bushels  of  wheat  per 
acre,  or  less  each  year. 

Then  in  1957,  with  approximately  10  bushels  per  acre  yield. 

Then  tho  years  of  1958,  1059,  with  around  25  bushols  per  ncro  yield. 
That  means  that  tho  annual  crop  production  harvosted  would  bo  dras- 
tically reduced  by  tho  three  low-yielding  yours. 

In  practical  torms,  under  the  now  ruling,  this  means  tho  payments 
per  aero  for  1960  would  bo  roughly  $4  to  $6  in  somo  areas.  Tho  pay- 
ments in  1959  averaged  about  $10  per  acre. 

From  practical  experience  I know  that  a farmowncr  can  rent  out 
his  land  and  receive  bettor  than  $10  per  aero  in  a normal  your. 

This  ruling  leaves  no  incentive  for  farmers  in  some  ureas  to  partici- 
pate in  the  program  this  next  year'. 

I do  not  believo  Congress  intended  for  the  program  to  operate  in 
this  manner.  When  the  appropriation  bill  was  before  the  House,  I 
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checked  with  the* House  subcommittee  chairman,  the  gentleman  from 
Mississippi,  Mr.' Whitten.  He  assured  mo  the  intent  of  the  com- 
mittee was  to  exempt  abnormal  years  from  the  production  history. 

It  was  not  until  I read  the  regulations  issued  by  the  Department 
that  I learned  the  matter  had  not  been  settled. 

LETTER  FROM  REPRfcMKNTATI VB  WHITTEN 

I am  advised  that  Congressman  Whitten  has  written  to  Secretary 
Benson  in  an  effort  to  sot  the  record  straight.  His  lett  *,  dated  August 
21,  states: 

This  provision  (In  tho  appropriations  act)  was  not  intended  to  prohibit  the 
making  of  adjustments  in  production  history  for  drought,  floor!,  or  other  abnormal 
conditions.  Where,  because  of  drought,  flood,  or  other  abnormul  conditions 
there  is  no  normal  5-veur  history  on  such  lands,  it  was  intended  that  tho  rates 
should  be  based  on  tho  production  for  those  years  of  the  8-yoar  period  whore 
thoro  was  normal  production. 

I hope  thiB  committee  can  correct  this  situation  in  such  a manner 
that,  will  permit  Kansas  wheat  farmers  and  others  to  participate  in  the 
program. 

If  years  when  production  was  adversely  affected  by  drought  or 
other  natural  disasters  were  exempted  from  the  production  history, 
I believe  it  would  partially  correct  the  situation. 

I am  convinced  such  a change  would  give  Kansas  farmers  a rental 
for  land  placed  in  the  soil  bank  that  is  more  in  line  with  the  rental 
value  of  tho  acreage. 

However,  Mr.  Chairman,  I believe  tho  amendment  as  offered  by 
the  Honorable  Karl  Mundt  is  more  appropriate  than  tho  language 
that  I have  suggested. 

SUPPORT  FROM  OOVERNOR  OF  SOUTH  DAKOTA 

Another  statement  I would  like  to  mako  is  that  George  McGovern, 
of  the  Stato  of  South  Dakota,  called  me  by  telephone  late  yesterday 
evening  and  said  ho  would  like  to  be  hero  this  morning  and  testify 
on  behalf  of  this  amendment  but  would  bo  unable  to  be  here.  How- 
over  ho  stated  that  ho  subscribed  to  my  statement,  as  well  as  tho 
other  statements  in  behalf  of  the  amendment  to  this  provision. 

Mr.  Chairman,  I boliovo  that  that  concludes  my  statement,  sir. 

I want  to  say  it  is  an  honor  to  bo  hero  and  to  testify.  I join  with 
my  own  Senator  Schoeppcl  ami  with  Senator  Karl  Mundt  as  well  as 
Senator  Young  who  invited  mo  hero  to  testify  this  morning  in  regard 
to  this  change. 

Thank  you,  sir. 

Chairman  IIaydkn.  I understand  that  Congressman  Burdick  is 
here,  and  he  wants  to  associate  himself  with  your  statement. 

Mr.  Bhkbdino.  Yes,  sir. 

STATEMENT  OP  HON.  QUENTIN  BURDICK,  A REPRESENTATIVE 
IN  CONGRESS  FROM  THE  STATE  OF  NORTH  DAKOTA 

General  Statement 

Mr.  Burdick.  Mr.  Chairman  and  members  of  the  committee,  in 
the  interest  of  saving  time  I would  like  to  say  that  I would  like  to 
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associate  myself  with  the  remarks  made  by  my  colleaguo,  Mr.  Breed- 
ing, from  Kansas. 

I think  the  situation  that  lie  outlined  applies  equally  to  North 
Dakota. 

I certainly  hopo  you  will  give  consideration  to  the  amendment,  Mr. 
Cliuirmun. 

Chairman  Hayden.  Thank  you. 

Senator  Mondt.  Mr.  Chairman,  Senator  Sehoeppel  has  to  go  to 
another  commit  tee  meeting.  JI«  is  ono  of  tho  cosponsors  of  the 
amendment. 

I would  like  him  to  make  a statement  at  this  time. 

Chairman  Hayden.  All  right. 

Sou,  Rank  Phouram 

STATEMENT  OF  HON.  ANDREW  F.  SCHOEFPEL,  A U.S.  SENATOR 
FROM  THE  STATE  OF  KANSAS 

Ghneral  Statement 

Senator  Schouppeu.  Mr.  Chairman.  I havo  a very  short  statement 
here. 

As  tho  chairman  and  tho  other  members  of  tho  committee  know,  I 
am  happy  to  join  with  Senator  Mundt  and  Senator  Young  in  this 
amendment. 

Mr.  Chairman,  when  tho  1900  conservation  resorvo  appropriation 
was  authorized,  new  languogo  was  inserted  which  required  county 
committees  to  limit  rates  paid  for  land  put  in  tho  conservation  reserve 
to  tho  local  fair  rental  value  of  the  land. 

Such  fair  rental  value  was  to  bo  based  upon  the  average  annual  crop 
production  harvestod  from  such  acreage  during  the  post  5 crop  yearn, 
including  the  current  year. 

The  intent  of  this  language  was  to  base  tho  annual  payment  rato 
under  tho  conservation  resorvo  on  tho  actual  crop  production  on 
land  coming  into  tho  conservation  roservo. 

This,  in  theory,  sounds  like  a very  fair  and  dosirable  proposition  for 
tho  actual  payment  of  rates  based  upon  tho  crop  history  of  the  land 
to  be  retired. 

Howovor,  in  practice,  it  works  out  much  different  than  the  theory. 
To  begin  with,  it  is  a very  costly  and  cumbersome  thing  to  administer 
and  tlio  county  committees  nationwide  are  finding  that  they  will 
have  a groat  deal  of  difficulty  in  making  the  determinations. 

INFORMATION  AVAILABLE  ON  CROP  PRODUCTION 

Tho  information  on  crop  production  will  not  prove  to  bo  reliable  in 
many  cases.  Practically  the  only  Bourco  of  this  information  is  tho 
farmer  on  the  land.  His  records  are  not  usually  complete  enough  to 
givo  reliable  data  for  tho  past  5 years  that  can  be  used  with  full 
assurance  that  they  are  correct. 

Tile  law  makes  no  provision  to  take  care  of  the  man  who,  through 
some  unfortunate  circumstances,  such  as  flood  or  drought,  had  lost  a 
crop  during  ono  of  tho  post  5 years,  which  results  in  average  annual 
production  and  the  rental  rate  being  absurdly  low. 

The  legislation  does  not  givo  the  county  committee  adequate  au- 
thority to  adjust  tiioso  rental  rates  to  a realistic  level. 
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The  problem  has  proved  to  be  acute  in  our  Kansas  area  and  aa 
testified  to  by  Senator  Mundt,  particularly  in  the  western  wheat 
States  where  the  need  to  reduce  the  surplus  of  wheat  is  most  needed. 

DROUGHT  CON  DITION8 

Some  of  these  States  havo  experienced  drought  conditions  this  past 
year  or  two,  which  will  cut  the  1900  rate  much  below  rates  of  tho 
previous  3 years  in  which  conservation  reserve  contracts  were  written, 
and  below  the  level  of  rales  needed  to  attract  hind  into  the  conserva- 
tion reserve,  which  was  the  result  of  this  act. 

The  result  is  that  very  littlo  acreage  will  he  brought  under  contract 
in  these  States  where  we  should  he  getting  large  acreages. 

Since  there  are  no  records  available  to  establish  the  crop  history 
for  the  past  5 years,  the  Department  will  of  necessity  have  to  rely  solely 
on  the  statement  of  the  producer  os  to  his  past  production. 

This  is  hound  to  result  in  establishing  payment  rates  which  are  more 
favorable  to  those  producers  who  overstate  their  production  history 
than  to  those  who  furnish  accurate  production  history.  I do  not 
believe  it  is  fair  to  discriminate  between  producers  in  this  manner. 

The  proposed  amendment  will  permit  the  establishment  of  rates 
which  are  fair  anil  reasonable  and  which  will  provido  a sufficient 
incentive  to  obtain  participation  in  the  program. 

TOTAL  BOIL  SANK  CONTRACTS  IN  K A NBAS 

In  our  State  of  Kansas,  which  is  a large  wheat-producing  State,  wo 
have  1,121,000-plus  acres  of  land  that  was  placed  in  the  soil  hank 
cumulative  through  this  vear,  1959 ; 10,036  total  contracts  wore  entered 
into  in  Kansas.  A littlo  over  6,000,  or  about  half,  included  whole 
farms. 

Then  we  have  a division  in  the  western  part  as  against  the  eastern 
pint.  It  is  developing  to  ho  a very  acute  situation  since  these  rules 
and  regulations  were  changed  through  Borne  misunderstanding  horo, 
or  misinterpretation. 

I am  awaro  of  the  fact  that  in  the  interest  of  fair  play  it  ought  to 
bo  clarified.  I was  happy  to  join  with  my  two  colleagues  hero, 
Senator  Mundt  and  Senator  Young,  in  trying  to  correct  this. 

I do  appreciate  the  opportunity  to  be  hoard  here  today,  Mr.  Chair- 
man, on  this  important  matter.  If  tho  committco  will  excuse  me, 
wo  havo  an  executive  session  in  Interstate  and  Foreign  Commerce. 

Chairman  Hayden.  Senator  Young. 

NEED  FOR  CHANGE  IN  LAW 

Senator  Young.  Tho  reason  for  this  amendment  today,  Mr.  Chair- 
man, is  because  an  amendment  was  attached  to  the  agricultural  ap- 
propriation bill  which  changed  the  basic  soil  bank  law  without  hear- 
ings being  held. 

We  were  fearful  at  the  timo  it  would  badly  hurt  tho  program,  hut 
wo  did  not  think  it  would  hurt  it  os  badly  as  it  has. 

If  tliis  law  is  not  changed,  wo  might  just  as  well  repeal  tho  appro- 
priation for  tho  soil  bank  program  because  I doubt  if  any  tenant 
would  be  able  to  participate  in  tbe  program  and  but  fow  owners. 
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Soma  landlords  might  under  certain  conditions.  In  the  now  amend- 
ment we  provide  that  the  payments  cannot  bo  higher  than  they  were 
this  year. 

Because  of  tho  lessor  amount  of  money  available  for  next  year's 
program,  the  farmers  will  bid  these  payments  way  down  from  last 
year. 

A farmer  bids  a certain  price  per  aero  for  wliich  ho  will  put  his  land 
in  the  soil  bank  program  for  a specified  period  of  years.  Because  of 
the  smaller  amount  of  money  being  available  now,  there  will  be  more 
competition  among  the  farmers  and  the  payments  are  bound  to  bo 
far  less  than  they  were  before. 

I do  hope  that  this  amendment  will  he  approved.  I think  tho 
Department  of  Agriculture,  Mr.  Chairman,  can  explain  why  the 
present  language  in  the  law  is  wrong  and  unworkable. 

Senator  aIundt.  Mr.  Chairman,  if  I may  add  at  this  time  that,  one 
thing  as  Senator  Young  says  should  be  emphasized.  There  is  always 
a tendency  for  legislation  of  this  kind  to  benefit  people  other  than 
those  you  have  primarily  in  mind.  If  this  language  is  not  changed  it 
becomes  practically  a landlord’s  bill  as  far  as  conservation  reserve  is 
concerned. 

You  have  worked  against  the  interests  of  tenants  who  probably  need 
it  the  most. 

We  have  been  trying  to  avoid  that,  but  this  would  occur  unless  you 
correct  it  at  this  time. 

f would  say  that  tho  amendment  bus  the  support  of  tire  Department 
of  Agriculture.  We  have  worked  with  them  m developing  it. 

If  there  are  any  quoations  about  tho  technical  features,  they  havo 
representatives  here  this  morning  who  will  discuss  it. 

This  gives  us  a chance  to  correct  a misadventure  which  tho  Senate 
resisted  at  tire  time,  but  wo  were  not  successful.  This  is  a chance  to 
correct  it. 

Statements  bt  Cokmuujtt  Stabilization  Sekvice  Officials 

Chairman  IIavokn.  Wo  will  now  hear  from  Mr.  Clarence  D. 
l’alrnby,  Associate  Administrator  of  Commodity  Stabilization  Service. 
You  may  proceed,  sir. 

Mr.  Palm  it  v.  Mr.  Chairman,  on  my  right  is  Mr.  Mnnwaring, 
Deputy  Administrator  for  the  Commodity  Stabilization  Service. 

On  my  extreme  left  is  Charles  Grant,  budget  officer. 

To  my  immediate  left  Claude  T.  Coffman,  of  tho  Offico  of  tho 
General  Counsel. 

We  have  no  prepared  statement  in  regard  to  this  problem.  We 
would  like  to  feel  free  to  answer  any  questions  which  any  of  you  may 
have. 

Other  than  that,  I don't  know  what  formal  statement  wo  should 
make  ns  a lemloff. 

Senator  Youno.  I might  ask  this  question,  Mr.  Chairman:  With 
respect  to  the  present  provision  in  tiro  law  written  into  the  Senate 
agricultural  appropriation  bill,  wiry  docs  it  not  work? 

Mr.  Manwarlvo.  Senator  Young,  you  are  talking  about  the  one 
we  now  have  written  in  the  appropriation  language,  the  limitation 
which  is  placed  on  the  rate  and  makes  it  not  higher  than  tho  fair 
rental  value.  You  are  asking  that  question? 
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irrxcT  or  the  limitation 
Senator  Young.  That  is  right. 

Mr.  Manwaring.  I think  it  arises  for  two  reasons,  Senator.  It  is 
not  working  well  for  two  reasons.  One  is  the  one  that  Senator  Mundt 
stated  in  his  statement;  that  is,  bocauso  of  the  requirement  that  you 
adhere  to  a fair  rontal  value.  The  landlord  gets  the  fair  rontal  value 
if  he  goes  into  the  program,  but  then  he  has  to  split  that  fair  rental 
value,  which  he  can  get  from  anybody,  with  his  tenant,  As  a conse- 
quence, he  says,  “I  will  just  rent  it  to  somebody  for  $10  rather  than 
split  $10  with  somebody  else.’1  So  he  is  unwilling  to  participate  in 
tuo  program. 

The  effect  of  this,  too,  is  to  reduco  *n  some  areas  the  rate  below  the 
rate  wo  had  last  year. 

Senator  Young.  Would  it  not  in  all  areas? 

Mr.  Manwaring.  In  most  areas,  Senator  Young,  that  is  true. 
Sonator  Mundt.  Some  areas  where  they  have  had  short  crops  or 
drought,  it  would  reduce  it  very  substantially,  would  it  not? 

Mr.  Minwahing.  Substantially,  because  we  had  to  hold  to  the 
5-year  average,  and  if  you  had  2 years  of  poor  cropB  in  the  5 years, 
we  divided  tne  3 years'  production  hy  the  6 years. 

PRODUCTIVITY  INDRX  FOB  FARMS 

Last  year  we  established  for  every  State  and  every  county  an 
average  rental  or  .an  average  payment  for  the  county  which  could  not 
exceed  the  national,  We  established  on  the  basis  of  the  productivity 
of  the  land  a productivity  index  for  every  farm. 

In  order  to  get  a fair  relationship  between  farms,  thon,  we  estab- 
lished tiie  rate  Tor  the  farm  based  on  this  productivity  index  and  aver- 
aged out  to  the  county  average  rate  for  the  couuty. 

Now  we  felt  at  that  time  that  we  wore  providing  a rate  that  had  a 
fair  relation  to  the  productivity  aud  a fair  return  to  the  farmer  who  is 
willing  to  put  the  land  in  tiio  program. 

The  insertion  of  tliis  fair  rental  value  provision  has  the  effect  of 
reducing  that  rate  somewhat  below  that  in,  I think,  most  parts  of  the 
country. 

Senator  Mundt.  Mr.  Manwaring,  would  it  be  possible — we  have 
to  get  this  through  with  a minimum  of  difficulty  at  this  stago  of  the 
Congress — would  it  be  possible  for  you  to  have  a letter  from  the 
Secretary  sent  up  approving  this  proposal  and  have  it  iusorted  in  tho 
rocord? 

Mr.  Manwaring.  Senator  Mundt,  this  has  not  been  taken  up  with 
the  Secretary’s  Policy  and  Program  Committee.  We  do  not  have  a 
policy  statement  on  it. 

We  can  take  this  up  with  the  Secretary’s  Policy  and  Program  Com- 
mitteo  immediately,  Senator,  if  you  would  liko  it  done. 

Sonator  Mundt.  I am  confident  that  the  Department  will  writo 
such  a letter  because  by  so  doing  thoy  virtually  vindicate  the  policy 
they  had  been  following  in  the  past. 

Mr.  Palm  by.  We  can  move  on  this  immediately. 

Sonator  Young.  Can  you  give  us  an  example  of  a particular  farm, 
of  how  this  rental  provision  would  work? 

Mr,  Palmby.  In  the  letter  which  we  submit,  Sonator  Young? 
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Senator  Young.  Can  you  do  it  now? 

Mr.  Palmhy.  I think  I missed  the  point. 

Senator  Young.  How  it  would  affect  the  payments  next  year  aa 
aguinst  this  year? 

Mr.  Pai.muy.  On  the  new  offers  which  wo  could  accept? 

Senator  Young.  Yes. 

Mr.  Manwaking.  Lot  us  take  tho  ono  that  Senator  Mundt  pro- 
>osod  in  his  statement,  whore  tho  income  from  the  farm,  on  whatevor 
nisis  you  determine  it,  was  $40  and  the  landlord’s  share  became  $10 
>eenuso  ho  rented  it  on  a fourth  share  and  that  is  what  ho  would  got 
from  it. 

Ho  is  willing  to  rent  to  tho  tonant  for  $10,  but  if  wo  say,  "AH  right, 
you  havo  to  rent  to  us  for  $10,  also,"  and  then  in  addition  say  to  him, 
"hut  you  must  sliaro  tho  $10  or  tho  $12" — which  includes  the  little 
added  increment  boeauso  of  tho  soil  hank — '"you  must  share  that  with 
tho  tenants,"  then  ho  says,  “1  can’t  got  in.” 

Now  under  our  previous  formula  it  is  probable  that  on  a productiv- 
ity index  basis  tho  rontul  rate  for  that  land  would  bo — and  I don't 
know  precisely,  Senator — would  bo  somewhere  around  $13  or  $14. 

Now  of  eourso  the  landlord  and  tho  tenant  do  not  have  to  sharo  in 
tho  same  proportion  as  they  shared  beforo  boeauso  there  is  a chuiigo 
of  the  workload. 


SPECIFIC  EXAMPLE  OF  THE  LIMITATION 

Senator  Young,  I holievo  I have  the  best  example  that  you  can 
possibly  have,  which  has  been  worked  out  by  a county  oflico  manager 
in  North  Dakota.  I would  like  to  read  that  into  tho  record. 
Chairman  Haydkn.  Certainly. 

Senator  Young.  He  talks  about  a certain  farm,  saying: 

This  is  a farm  consist  hi#  of  three  quarters  of  land  having  400  acres  under  culti- 
vation which  would  be  eligible  to  Im>  placed  in  tho  program.  The  county  commit- 
tee has  set  the  productivity  index  on  this  farm  at  106  percent,  giving  us  a farm 
maximum  payment  rate  for  part  farm  of  $11  per  acre,  or  $12.10  per  acre  for  whole- 
farm  participation,  on  this  furin. 

At  this  point  the  county  committee  must  establish  a local  fair  rental  value  per 
acre  in  accordance  witii  the  above-mentioned  notice  HU-200,  which  is  an  interpre- 
tation of  paragraph  11)8  of  the  soil  hank  handbook.  In  order  for  tho  committee 
to  do  this  they  must  obtain  from  the  farm  participant  the  history  of  all  crops  and 
grasses  on  the  farm  for  tho  past  6 years  as  to  what  their  total  6-year  production 
of  each  crop  has  been  and  then  turn  this  production  for  the  5-year  period  into 
dollars  and  cents  by  using  current  market  or  Government  supports,  whichever  is 
higher.  This  must  then  bo  broken  down  to  annual  per  aero  rottirn  by  dividing 
the  total  cropland  on  the  farm  into  average  annual  return  for  tho  6-year  period 
oven  though  some  of  the  cropland  acres  did  not  produce  a crop  bccuuso  of  summer 
fallow,  crop  failures,  hail-out,  etc.  One-fourth  of  the  annual  average  acre  return, 
which  constitutes  the  landlord’s  share  and  which  can  be  adjusted  upward  a small 
amount  to  represent  tho  cost  of  maintaining  conservation  practices  on  conserva- 
tion reserve  acres,  becomes  the  figure  that  the  county  committee  must  use  as  a 
local  fair  rental  value. 

On  this  actual  farm  wo  worked  out  the  cropland  uses  consisted  of  some  summer 
fallow  and  the  producing  of  alfalfa,  wheat,  oats,  barley,  flax,  corn,  and  rye.  His 
nvernge  annual  production  of  the  various  crops  consisted  of  a ton  and  a half  of 
alfalfa  per  acre,  10  bushels  of  wheat  per  acre,  40  bushels  of  oats  per  acre,  28 
bushels  of  barley  ih  r aero,  8 bushels  of  flax  per  acre,  25  bushels  of  corn  per  acre, 
and  80  bushels  of  rye  jut  acre.  Taking  tluse  average  annunl  productions  J>er 
acre  t lines  the  acres  of  each  and  applying  current  values,  we  find  that  the  average 
return  per  acre  is  $18.  Since  this  is  a tenant  and  the  landlord  gets  one-fourth  of 
I lie  crop,  this  $18  is  divided  by  four  giving  ns  a fair  rental  price  for  this  farm  of 
$4.60,  which  must  be  used  by  the  comity  committee.  If  this  participant  were 
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to  f«UT  into  n contract  tlic  landlord  would  realize  $1.12  jn-r  acre  and  the  tennnt 
would  realize  $3.38  jrt  acre. 

That  is  tho  reason  why  1 said  wo  would  bo  better  off  to  repeal  the 
appropriation  rather  than  to  present  a program  to  tho  farmers  which 
is  completely  unworkable. 

DEFAHTUENT's  VIEW  or  PHCmMKD  AMENDMENT 

Chairman  Hayden.  It  is  my  understanding  that  you  gentlemen 
went  over  the  text  of  this  proposed  amendment  with  Senator  Mundt 
and  that  you  agreed  upon  it,  yourselves. 

Mr.  Palmhy.  Yes,  sir. 

Chairman  Hayden.  If  vou  will  follow  Senator  Mundt’s  suggestion 
and  have  it  taken  up  with  the  policy  committee  of  tho  Department 
and  get  a letter  from  tho  Secretary,  I think  that  will  clarify  tho  situa- 
tion for  the  committeo. 

Souator  Ellendkr.  Are  there  any  other  suggestions  you  would  like 
to  mako  as  to  this  language? 

Mr.  Coffman.  I don’t  think  so,  Sonator. 

Senator  Ellendeh.  As  Senator  Hayden  pointed  out,  you  wont  ovor 
it  and  apparently  you  aro  satisfied  with  it. 

Now,  why  is  not  tho  language  in  the  law  workable?  What  is  the 
trouble  with  it?  Has  that  information  boon  put  in  tho  record? 

Mr.  Coffman.  It  had  just  before  you  ontored,  Senator  Ellender. 
Mr.  Manwaring  explained  that  there  were  principally  two  problems: 
Ono  is  that  tho  Soil  Bank  Act,  as  you  romombor,  was  dosignpd  to 
reimburse  tho  farmer  for  what  ho  lost  from  production  by  putting  it 
in  tho  soil  bank. 

Now,  this  now  provision  in  tho  Appropriation  Act  limits  that  pay- 
ment. When  you  tako  tho  rent  that  is  paid  for  land  and  try  to  divide 
that  botwcon  a landlord  and  a tenant  there  just  is  not  enough  to  go 
around. 

Tho  second  point  which  Mr.  Manwaring  mode  was  that  in  areas 
where  thero  has  been  a drought  or  other  had  weather  or  abnormal 
conditions,  during  the  Inst  5 years,  wo  have  to  take  tho  production 
that  actually  came  from  that  farm  and  divido  it  by  5. 

If  you  havo  only  threo  normal  crop  years  you  have  to  divide  that 
by  fivo  to  got  tho  average  annual  production  and  that  would  rosult 
in  an  evon  lower  rate. 

Senator  Ellender.  So  long  as  you  think  new  language  will  do  the 
job,  I do  not  suppose  thero  wilt  be  much  opposition  by  the  committee 
to  make  tho  plan  workable. 

Mr.  Manwaring.  What  wo  are  saying,  Senator,  is  that  wo  did 
look  at  that  language  and  wo  do  think  wo  can  administer  tho  program 
under  it.  Wo  do  not  havo  a formal  policy  of  tho  Department  yet,  and 
that  is  what  Senator  Hayden  was  asking  us  to  get. 

Chairman  Hayden.  We  thank  you,  gentlemen. 

Mr.  Manwaring.  Thank  you,  Mr.  Chairman, 

Chairman  Hayden.  We  thank  you,  gentlemen. 

(Tho  lotter  referred  to  appears  on  p.  946.) 


DEPARTMENT  OF  LABOR 

Labor-Management  Reporting  and  Disclosure  Act 

STATEMENT  OF  JAMES  E.  DODSON,  ADMINISTRATIVE  ASSISTANT 
SECRETARY,  ACCOMPANIED  BY  V.  S.  HUDSON,  DEPUTY  AD- 
MINU5TRATIVE  ASSISTANT  SECRETARY;  NELSON  M.  BORTZ, 
ASSOCIATE  DIRECTOR,  BUREAU  OF  LABOR  STANDARDS;  AND 
ALBERT  I.  MOORE,  JR.,  ADMINISTRATIVE  OFFICER,  OFFICE  OF 
ADMINISTRATIVE  ASSISTANT  SECRETARY 


Budoet  Estimate 


Chairman  Hayden.  Tho  next  item  is  the  Department  of  Labor, 
requesting  the  Bum  of  $2  million  for  salaries  and  expenses  of  the  Labor 
Department. 

Mr.  Dodson  and  other  witnesses  are  to  appear. 

(The  justification  follows:) 


U.8.  Department  or  Labor 

Tentative  estimate  to  finance  initial  operation « under  the  Labor- Management  Reporting 

and  Dieclott ire  Act  o f 1959 


General  administration,  program  planning  and  management  service*--  $208,  OOO 

Reporting  provision* 082,000 

Disclosure  provisions.. 1J6.  wO 

Investigation  provision* — - j^O,  WO 

Enforcement  provisions.-.. 248,000 

Rule*  and  regulations  provisions - *---  486,  OOO 

Advisory  Committee  on  Ethical  Practices — 20,  000 

Although  a largo  part  of  the  requested  funds  is  oxpected  to  be  needed  for  salary 
and  related  cost*  of  poisons  to  be  employed  in  tho  described  functions,  it  is  also 
evident  that  very  significant,  and  in  some  cases  nonrecurring,  amounts  are  needed 
for  nonlabor  expenses.  Typical  of  these,  as  in  the  initiation  of  any  new  program, 
are  (a)  travel  for  training  purposes.  (6)  rental  of  office  space  in  Washington  and  a 
number  of  field  locations,  (c)  printing  costs  of  new  forms,  rules,  regulations,  etc., 
and  (d)  equipment  for  all  personnel  and  functions. 


Genual  Statement 

Mr.  Dodson.  Mr.  Chairman,  this  is  tho  first  timo  in  all  my  yoars  of 
servico  that  I am  not  in  a position  to  supply  detailed  budget  estimates 
to  support  a request  for  funds. 

What  we  arc  asking  for  is  enough  money  to  got  started  and  operate 
until  early  1960.  At  that  time  we  will  submit  a detailed  budget 
estimate  through  normal  appropriation  processes. 

The  luck  of  timo,  couplod  with  present  uncertainties  as  to  tho 
precise  nature  of  tho  bill  which  may  finally  bo  enacted  precludes  the 
presentation  of  detailed  justifications  for  the  amount  requested, 

I am  suro,  however,  that  tho  committco  will  oxpect  adequate  action 
by  tho  Department  once  tho  Congress  has  made  its  final  decisions  as 
to  the  objectives,  functions,  and  responsibilities  it  wishes  to  attach 
to  this  legislation. 
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as  well  as  for  the  soveral  years  which  have  elapsed  since  legislation  was 
first  proposed  in  this  area,  that  the  public  at  largo,  as  well  as  union 
members,  their  organizations,  and  employers  want,  and  should  got, 
immediate  help  in  problems  that  they  now  have  or  beset  them  upoti 
passage  of  a law. 

This  budget  request  is  based  on  that  conviction  and  prfcmiso. 


RESPONSIBILITIES  ASSIGNED  THE  SECRETARY  OP  LABOR 

I should  like  now  to  summarize  quite  briefly  the  major  provisions  of 
the  Senate  and  House  labor  reform  bills  as  they  relato  to  the  proposod 
responsibilities  assigned  to  tho  Secretary  of  Labor. 

In  ninny  respects  these  responsibilities  aro  basically  similar.  Tho 
major  similarities — or  differences — in  tho  two  bills,  by  broad  functional 
areas,  are  os  follows: 

REPORTING  REQUIREMENTS 

1.  Both  bills  require  labor  organizations  subject  to  their  provisions 
to  file  copies  of  their  constitution  and  bylaws  aud  a supporting  state- 
ment descriptive  of  their  organization  and  specified  practices  as  set 
forth  in  their  constitution. 

Both  measures  requiro  annual  financial  reports  to  bo  filed  by  all 
unions  subject  to  the  bills. 

Both  bills  requiro  tho  filing  of  detailed  statements  with  regard  to 
the  establishment  and  management  of  trusteeships,  including  state- 
ments of  the  financial  status  of  the  trusteed  union. 

Periodic  reports,  during  the  legal  life  of  tho  trusteeship,  are  also 
required. 

Although  the  Senate  and  House  treatment  of  some  provisions  of 
conflict  in  interest  reports  from  union  officials  nnd  employees,  em- 
ployers and  labor  consultants,  differ  in  their  substantive  approach, 
each  imposes  upon  tho  persons  involved  tho  requirement  to  file  with 
the  Secretary  of  Labor  detailed  statements  of  conflict  in  interest 
situations. 

With  respect  to  tho  filing  of  non-Communist  affidavits,  tho  Senate 
bill  requires  tho  filing  of  such  affidavits  with  the  Secretary  of  Labor 
on  tho  part  of  all  officers  of  labor  organizations  and  officers  and  direc- 
tors of  an  employer  organization  which,  in  tho  precoding  year  had 
filed  & petition  under  section  9,  or  a charge  under  section  10  of  the 
National  Labor  Relations  Act,  as  amoudocT 
The  House  bill  contains  no  non-Conununist  affidavit  filing  require- 
ment. 

DISCLOSURE  PROVISIONS 

2.  Both  bills  provide  that  the  roporte  filed  with  the  Secrotary  of 
Labor  relating  to  union  organization  and  finances,  trusteeships,  and 
couflicb  in  interest  situations,  shall  be  public  information  and  that 
the  Secretary  shall,  by  regulation,  make  reasonable  provision  for  the 
inspection  and  examination  of  such  reports  and  furnish  copies  at 
reasonable  cost. 

ELECTIONS 

3.  Both  bills  contain  detailed  provisions  relating  to  tho  holding  and 
conduct  of  elections  of  union  officers.  Under  the  Sonata  biff  the 
Secretary  may  investigate  complaints,  hold  hearings,  and  bring  civil 
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action  on  alleged  violations  of  election  procedures  and  may  also 
supervise  the  conduct  of  new  elections  where  warranted. 

Under  tho  provisions  of  tho  Houso  bill  union  member  complaints 
arc  processed  by  civil  court  action  by  the  aggrieved  members  and, 
upon  direction  of  tho  court,  the  Secretary  is  authorized  to  conduct  a 
new  election. 

INVESTIGATIONS 

4.  The  Senate  bill  gives  tho  Secretary  authority  to  conduct  investi- 
gations whenever* 

lie  tx'tiovcs  it  iirocjwnry  in  order  to  determine  whether  any  person  liuw  violated  or 
is  about  to  violate  any  provisions  of  this  act  or  any  rule  or  rt  nidation  anthemed 
by  this  act  (except  amendments  made  by  this  act  to  other  statutes). 

The  House  bill  authorizes  him  to  conduct  invest  igutic ns — 

when  he  has  probable  cause  to  believe  that  any  person  Jinn  violated  any  provision 
of  this  net,  other  than  a provision  of  title  I. 

Tims,  both  bills  authorize  the  Secretary  to  make  investigations 
concerning  all  provisions  of  the  act,  excepting  only  the  Tuft-Hartley 
amendments  under  the  Senate  bill  and  the  bill  of  rights  under  tho 
House  bill. 

ENFORCEMENT 

fi.  Both  bills  authorize  the  Secretary  to  enforce  various  provisions 
by  civil  suits  for  injunctions  and  other  appropriate  relief. 

The  Senate  bill  authorizes  such  enforcement  actions  under  tho 
following  provisions: 

A.  Reporting  and  disclosure  provisions  including  the  requirements 
on  unions  to  make  and  keep  records  and  to  make  information  regarding 
the  reports  available  to  members  (excluding  the  provisions  on  trustee- 
ship reports); 

B.  The  substantive  trusteeship  requirements,  (i.e.,  the  prohibitions 
against  imposition  and  maintenance  of  trusteeships  except  for  specified 
purposes,  against  counting  of  nonreprcsenlulive  votes  of  unions  under 
trusteeship,  and  against  the  transfer  of  certain  funds  from  such 
unions); 

C.  The  election  provisions;  and 

1).  The  provision  requiring  unions  to  forward,  upon  request,  copies 
of  collective-bargaining  agreements  to  employees  covered  thereby. 

The  House  lull  authorizes  the  same  enforcement  actions  by  tho 
Secretary,  with  (be  following  differences: 

A.  It  adds  (be  authorization  to  bring  actions  to  enforce  the  trustee- 
ship report  provisions,  and 

B.  It  omits  tho  authorization  of  such  actions  under  the  election 
provisions. 

Hl> IjKS  AND  KftUULATIONS 

0.  Under  both  hills  the  Secretary  is  authorized  to  issue  rules  and 
regulations  on  various  provisions. 

These  rules  and  regulations  will  cover  the  reporting  and  disclosure 
requirements,  including  rules  to  prevent  the  circumvention  or  evasion 
of  such  requirements. 

Under  the  Senate  bill,  they  would  also  cover  certain  phases  of  the 
election  provisions. 
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Both  bills  provide  that  the  Administrative  Procedure  Act  shall  be 
applicable  to  the  issuance,  amendment,  or  rescission  of  rules  and  regu- 
lations. 

ETHICAL  PRACTICES  COMMITTEE 

7.  The  Senate  hill  provides  for  an  advisory  committee  on  ethical 

E ractiecs  to  advise  the  Secretary  in  the  administration  of  the  act. 
fo  such  provision  appears  in  the  House  bill. 

Tlicso  various  responsibilities  call  for  tho  preparation,  issuanco, 
and  subsequent  receipt,  examination  and  disclosure  of  numerous 
typos  of  reports  and  documents.  Instructions  and  regulations  to 
assure  compliance  with  the  law  must  bo  drafted  and  distributed  to 
all  interested  groups. 

IN VEBTIGATIONfl  Or  ALLEGED  VIOLATIONS  OF  LAW 

Perhaps  the  most  crucial  as  well  as  tho  most  constructive  area  of 
activity  will  relate  to  investigations  of  alleged  violations  of  the  law. 
Bona  fide  complaints  must  be  dealt  with  expeditiously.  Their  vol- 
ume, particularly  in  the  initial  stages  of  tho  administration  of  tho  law 
may  bo  relatively  heavy. 

I* or  example,  in  its  first  year  of  existence  (lie  McClellan  committee 
received  between  75,000  and  100,000  letters,  many  of  which  contained 
complaints  of  alleged  improper  activities.  Prompt  attention  and 
effective  enforcement  action  will  ho  demanded. 

Thus  the  Department  must  hnvo  adequate  resources  to  move 
auickly.  In  so  doing,  however,  it  is  not  intended  to  overlook  the  fact 
that  tho  overwhelming  majority  of  the  persons  and  organizations 
subject  to  the  law  will  sincerely  and  honestly  desire  to  comply  whole- 
heartedly with  its  spirit  and  intent. 

To  assist  these  groups  in  understanding  their  responsibilities  and 
in  meeting  tin*  reporting  and  fiduciary  standards,  the  law  imposes  a 
broad  informational  and  educational  program  of  voluntary  compliance 
and  observance  of  the  law  will  be  undertaken, 

All  these  functions,  reporting,  disclosure,  investigation  and  enforce- 
ment, and  voluntary  compliance,  can  most  effectively  be  discharged 
when  the  services  arc  the  closest  to  those  directly  affected  and  who 
need  help. 

REGIONAL  OFFICE  US 

Accordingly,  the  Department  plans,  with  the  committee’s  approval 
of  tho  funds  requested,  to  establish  offices  at  Appropriate  regional 
centers.  This  approach,  wo  believe,  will  not  only  be  the  most  effi- 
cient and  effective  stop  we  can  take,  but  will,  at  the  same  time,  giro 
positive  assurance  that  the  objectives  of  the  legislation  and  the  relief 
afforded  are  being  brought  within  the  reach  of  the  people  the  law  is 
intended  to  protect. 

This  legislation,  in  tho  broadest  sense,  covers  some  00  million 
workers  and  several  hundred  thousand  employers. 

In  terms  of  the  specific  protections  afforded  union  members  and  tho 
reporting  obligation?  imposed  upon  labor  organizations  and  their  offi- 
cers the  dimensions  arc  still  impressive:  17  to  18  million  workers,  about 
55,000  labor  organizations,  and  possibly  as  many  as  a half  million 
union  officers  and  employees. 


902 


MUTUAL  SECURITY  APPROPRIATIONS,  1000 


The  number  of  employers  who  may  bo  required  to  file  reports  is 
conjectural  since  the  extent  of  reportable  conflict  in  interest  practices 
is  unknown. 

It  would  appear,  however,  that  woll  in  excess  of  100,000  employers — 
or  corporation  officials — would  bo  covered  by  the  law  and  subject  to 
the  requirements  of  the  conflict  in  interest  reporting  provisions. 

The  number  of  labor-management  consultants  subject  to  the  report- 
ing requirements  is  unknown,  but  presumably  their  total  is  not  largo. 

I hope  that  this  explanation  aueauately  conveys  our  initial  plans 
and  I regret  that  it  has  not  been  possible  to  provide  you  with  a detailed 
justification  in  support  of  our  request  for  $2  million. 

Frankly,  wo  do  not  know  whether  this  amount  will  be  sufficient  to 
meet  all  of  the  initial  expenses  required  of  a major  now  activity  as 
well  as  the  investigational  and  other  workload  factors  that  undoubtedly 
will  emergo  in  the  months  ahead. 

I can  assure  you,  however,  that  wo  will  supply  detailed  budget 
justification  to  the  next  session  of  Congress, 

CONFERENCE  COMMITTEE 

Chairman  Hayden.  As  I understand  the  situation,  a conference 
committee  consisting  of  seven  Senators  and  seven  Representatives 
have  under  consideration  the  bill  known  as  the  Kennody-Ervin  bill, 
S.  1555,  the  text  of  which  was  entirely  stricken  out  ana  the  House 
substituted  what  is  known  as  the  Landrum-Griffin  bill. 

My  colleague,  Senator  Goldwator,  stated  that  in  his  opinion  the  bill 
should  go  to  conference  because  the  firet  five  titles  of  tno  Senate  bill 
were,  in  his  opinion,  bettor  than  the  first  five  titles  of  the  House  bill. 

It  is  my  understanding  from  the  press  reports  that  the  conferees 
have  adjusted  a large  part  of  the  differences  in  those  five  titles  that 
there  remain  yet  some  items  to  be  considered. 

Now,  what  the  Department  of  Labor  is  trying  to  do  is  to  secure  a 
budget  estimate  of  $2  million  with  the  idea  that  if  the  bill  becomes  a 
law  the  responsibilities  imposed  by  law  upon  the  Secretary  of  Labor 
will  require  at  least  $2  million  for  nim  to  be  able  to  properly  carry  out 
his  duties  and  without  any  money  the  provisions  of  law  could  not  be 
enforced. 

Am  I correct? 

Mr.  Dodson.  That  is  a correct  statement. 

REPORTS  UNDER  TAFT- HARTLEY  LAW 

Senator  Ellender.  Mr.  Dodson,  is  it  a fact  that  under  the  Taft- 
Hortley  Act  the  Department  of  Labor  receives  certain  reports  now 
and  could  not  tho  reports  to  which  you  refer  be  dealt  with  in  the 
already  established  bureau? 

Mr.  Dodson.  We  do  receive  certain  reports  under  tho  Taft-Hartloy 
Actj  Senator  Ellender.  That  is  for  the  unions  who  want  to  be  able  to 
avail  themselves  of  the  services  of  the  NLRB. 

It  is  not  a complete  reporting. 

Senator  Ellender.  Are  you  going  to  supplement  that  bureau? 

Mr.  Dodson.  That  will  be  one  of  tho  (questions  of  organization, 
Senator,  about  wh other  or  not  that  particular  unit  should  not  bo 
merged  in  with  this  particular  unit. 
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Senator  Ellrnder,  It  strikes  me  if  you  do  not  merge  them  there 
will  ho  some  duplication. 

Mr.  Dodson,  We  are  aware  of  that,  Senator  Ellendor,  and  wo  are 
going  to  watch  that. 

Senator  Saltonstall.  Mr.  Dodson,  does  your  statement  cover  the 
National  Labor  Relations  Hoard,  also? 

Mr.  Dodson.  No,  sir;  Mr.  Rothman  will  testify  on  that. 

Senator  Saltonstall.  It  adds  $500,000  more  to  the  $2  million  you 
are  now  asking  for? 

Mr.  Dodson.  Yes,  sir. 

The  NLRli  is  an  independent  agency  and  not  a part  of  the  Depart- 
ment of  Labor. 

Senator  Saltonstall.  It  is  the  same  problem? 

Mr.  Dodson.  Yes,  sir. 

Chairman  Hayden.  If  there  aro  no  further  questions,  wo  thank  you, 
Mr.  Dodson. 

Mr.  Dodson.  Thank  you,  Mr.  Chairman. 


National  Labor  Relations  Board 

STATEMENT  OP  STUART  ROTHMAN,  GENERAL  COUNSEL,  AC- 

COMPANIES  BY  WILLIAM  T.  EVANS,  SPECIAL  ASSISTANT  TO 

THE  GENERAL  COUNSEL;  J.  NEAL  TOMEY,  DIRECTOR,  DIVISION 

OF  ADMINISTRATION,  AND  CLARENCE  S.  WRIGHT,  BUDGET 
OFFICER 

Budget  Estimate 

Chairman  Havdkn.  The  next  item  is  from  the  National  Labor 
Relations  Board,  for  an  additional  amount  of  $500,000  for  its  responsi- 
bilities under  the  Labor-Management  Reporting  Disclosure  Act  of 
1959,  now  being  considered  by  the  committee  of  conference. 

I will  now  include  the  budget  estimato  and  the  justification  in  the 
record. 

(The  information  roferred  to  follows:) 

National  Labor  Relations  Board 

SALARIES  AND  EXPENSES 

“For  an  Addition'll  amount  for  salaries  and  expenses,  $500,000:  Provided,  That 
this  paragraph  shall  be  effective  only  upon  the  enactment  into  taw  of  the  Labor- Man- 
agement Reporting  and  disclosure  Act  of  1959." 

The  amount  needed  for  the  full  year  operation  under  the  Labor- Management 
Reporting  Disclosure  Act  of  1051)  will  not  be  known  until  the  final  version  Is  en- 
acted and  some  exjierienco  is  gained  in  its  administration.  However,  it  Is  neces- 
sary that  Home  funds  bo  available  as  soon  as  the  legislation  is  passed.  Therefore, 
this  appropriation  is  proposed  to  enable  the  Board  to  carry  on  work  until  further 
supplemental  appropriation  needs  for  this  fiscal  year  can  bo  ascertained  and 
considered  at  the  next  session  of  Congress. 

General  Statement 

Mr.  Rothman.  Thunk  you,  Mr.  Chairman. 

Senator  Ellkndkr,  What  is  your  present  budget? 

Mr.  Rothman.  $14,2d0,000. 

I am  very  pleased  to  appear  on  behalf  of  the  NLRB  in  justification 
of  a supplemental  request  in  the  amount  of  $500,000. 

The  Gonoral  Counsel  under  new  arrangements  of  the  agency 
formulates  tiio  budget  rcouost,  but  I want  to  tell  you  on  behalf  of 
the  Chairman,  Boyd  Leetlom,  that  if  at  any  time  you  should  want 
him  here,  lie  will  bo  moat  pleased  to  attend. 

PENDINO  LEGISLATION 

Pending  labor  legislation,  S.  1555,  now  before  a conference  com* 
mitlee,  will  havo  significant  effoct  upon  tho  work  and  budget  require- 
ment of  Uie  National  Labor  Relations  Board. 

This  supplemental  appropriation  request  for  fiscal  year  1900  is 
submitted  in  advance  of  actual  legislation. 

However,  the  proposed  appropriation  language  precludes  tho  use  of 
those  funds  until  legislation  is  enacted. 
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At  the  present  time  precise  estimates  cannot  bo  developed  since  the 
areas  of  legislation  are  broad  and  there  are  no  sound  bases  for  esti- 
mating the  effect  of  the  various  provisions. 

Only  experience  under  the  new  legislation  will  enable  the  agency 
to  estimate  its  needs  with  a reasonable  degree  of  reliability. 

The  Board  realizes  that  there  are  reducing  as  well  as  increasing 
facto  re. 

In  addition,  some  provisions,  as  provided  by  section  707  of  the 
House  version,  probably  will  not  bo  effective  until  some  time  after  en- 
actment. If  past  experience  is  any  guide,  in  some  ureas  work  will 
probably  be  brought  to  the  agency  fairly  quickly,  whereas,  in  other 
areas,  the  work  may  develop  slowly. 

There  is  no  estimate  included  in  this  supplemental  appropriation 
request  for  any  change  in  the  Board’s  present  rules  for  exercise  of 

i'urisdiction.  Section  701  of  both  versions  recognizes  the  right  of  the 
ioartl  to  assert  or  decline  to  exercise  jurisdiction  depending  on  the 
Board’s  opinion  as  to  whether  the  impact  on  commerce  is  sufficiently 
substantial. 

The  States,  under  each  vorsion,  but  with  difTorent  procedures,  may 
assume  jurisdiction  over  cases  with  respect  to  which  the  Board  de- 
clines to  act. 

ARC AS  AFFECTING  OPERATIONS 

Although  it  is  impossible  to  attribute  any  dollar  significance  to  the 
various  elements  or  to  the  total,  the  following  thumbnail  sketch  does 
indicate  the  areas  in  which  the  pending  legislation  will  affect  our 
operations: 

A.  Section  201(e)  and  212(d)  of  the  Senate  version  and  section 
201(d)  of  the  House  version  repeal  sections  t>  (f),  (g),  and  (h)  of  the 
National  Labor  Relations  Act,  as  amended. 

This  eliminates  the  need  for  Board  procedures  for  receiving  of  non- 
Comnuinist  affidavits  by  union  officers;  for  assuring  that  current  affi- 
davits are  on  tile  with  the  agency,  and  for  determining  whether  current 
financial  reports  are  on  file  with  the  Secretary  of  Labor  before  proc- 
essing charges  or  petitions  filed  by  or  on  behalf  of  a particular  union. 

Once  these  provisions  are  enacted,  and  the  current  records  are  pre- 
pared for  and  transmitted  to  Archives,  this  will  reduce  the  agency 
need  for  clerical  staff,  mostly  in  the  regional  offices. 

On  an  annual  basis,  the  liquidation  of  this  function  represents  a 
potential  savings  of  approximately  $15,000  per  month,  or  $200,000 
for  each  succeeding  year. 

On  tho  other  hand,  the  removal  of  those  filing  requirements  may 
result  in  an  increase  in  the  number  of  charges  and  petitions  filed. 

FINANCIAL  REPORTS 

Under  the  present  statute,  financial  reports  have  to  be  filed  by 
unions  only  if  they  contemplate  using  tho  Board’s  facilities. 

Under  tho  proposed  new  legislation,  unions  must  file  such  reports 
whether  or  not  they  are  availing  themselves  of  the  Board’s  services. 
Therefore,  unions  which  in  the  past  did  not  use  Board  services  in 
order  to  avoid  the  necessity  of  filing  financial  statements  may  deride 
once  again  to  file  charges  and  petitions  with  tho  National  Labor 
Relations  Board. 


906 


MUTUAL  SECURITY  APPROPRIATIONS,  I960 


Since  the  degree  of  this  effect  is  dependent  upon  the  thinking  of 
certain  unions,  it  will  bo  difficult  to  assess  until  at  least  several  months* 
experience  under  the  new  legislation. 

BUILDING  AND  CONSTRUCTION  JNDUSTBT 

B.  Section  702  of  both  versions  deals  with  the  building  and  con- 
struction industry.  The  Senate  version  provides  for  a prohiro  con- 
tract with  the  right  to  have  a union  shop  agreement  with  a 7-day 
(instead  of  tho  usual  30-day)  clause. 

However,  where  such  a contract  is  not  baaed  upon  a Board  certifi- 
cation of  tho  labor  organization,  that  contract  cannot  he  a bar  to  a 
representation  election.  The  Houso  version  provides  for  a certification 
without  election  unless  there  is  no  history  of  a collective  bargaining 
relationship,  or  there  is  an  allegation,  and  the  Board  finds,  that,  a 
substantial  number  of  tho  current  employees  assort  that  the  labor 
organization  is  not  a representative  as  denned  in  section  0(a)  of  tho 
National  Labor  Relations  Act,  as  amended. 

C.  Section  703  of  the  Senate  version  by  amendment  to  section 
9(c)(3)  of  the  National  Labor  Relations  Act,  as  amended,  authorizes 
tho  Board  to  establish  regulations  concerning  tho  right  of  employees 
on  striko  to  vote. 

The  House  version  provides  that  during  any  lawful  strike  - except 
a recognition  striko — an  election  shall  not  be  conducted  for  0 months 
or  1 year  if  the  petition  is  filed  by  any  person  other  than  tho  bargain- 
ingroprosentativo. 

D.  Section  705  of  the  Senate  version  authorizes  tho  use  of  pre- 
hearing elections  with  certain  specified  safeguards. 

E.  Section  707  of  the  Senate  vorsion  deals  with  '‘hot  cargo"  con- 
tracts in  tlie  motor  carrior  industry.  Section  705(b)  of  the  Houso 
version  denis  with  “hot  cargo”  contracts  generally. 

F.  Section  708  of  the  Senate  version  and  section  705(c)  of  tho  House 
version,  deals  with  recognition  and  organizational  picketing.  Each 
version  makc9  this  activity  subject  to  section  10(1)  (mandatory  in- 
junction action),  of  tho  National  Labor  Relations  Act,  as  amended. 

O.  Soction  705(a)  of  the  House  version  broadens  the  secondary 
boycott  provisions  of  the  act. 

H.  Section  709  of  the  Senate  version  and  soction  700  of  the  House 
version  requires  that  the  agonev  give  priority  treatment  to  8 (a)  (3) 
and  8 (b)  (2)  charges  under  the  National  Labor  Relations  Act,  as 
amended,  after  coses  now  given  priority  undor  section  10(1), 
Interpretation  into  work  requirements  or  costa,  is  not  possible  at 
this  timo. 

Therefore,  this  supplemental  appropriation  request  is  made  to 
enable  tho  National  Labor  Relations  Board  to  carry  out  all  of  its 
responsibilities  as  they  develop  while  Congress  is  not  m session. 

Depending  upon  the  experience  during  the  first  several  months 
after  enact mont,  an  additional  supplemental  appropriation  reauest 
for  the  National  Labor  Relations  Board  for  this  fiscal  year  may  nave 
to  he  submitted  for  consideration  at  the  next  session  of  Congress. 

Thank  you,  Mr.  Chairman. 

Chairman  Hayden.  If  there  are  no  questions,  we  thank  you,  gentle- 
men. 


Office  of  Civil  and  Defence  Mobilization 

STATEMENT  OF  LEO  A.  HOEOH,  DIRECTOR 

Supplemental  Request 

Chairman  Hayden.  Wo  would  like  to  hear  from  the  Office  of  Civil 
Defense  Mobilization. 

Wo  have  an  unusual  request  for  reconsideration  of  on  item  that  v.  aa 
acted  on  in  tho  supplemental  bill  just  enacted,  being  $12  million,  for 
assignments  to  Federal  agencies  of  civil  defense  and  mobilization  func- 
tions, for  1900. 

On  tho  supplemental  bill  the  Senate  inserted  $3,650,000  to  provide 
for  continuing  tho  old  programs  that  had  been  appropriated  for  in 
1959,  and  the  conference  committoo  reduced  that  amount  to  $3  million. 

This  additional  request  is  for  tho  $9  million  denied  on  the  previous 
request. 

Just  a month  ago  tho  committee  heard  testimony  on  the  item  in 
some  detail,  filling  some  172  pagos  of  tho  hearings.  I am  sure  the 
committee  understands  the  problem,  and  thore  is  no  need  to  duplicate 
tho  testimony  from  tho  individual  agencies.  We  will  place  in  tho 
record  tho  new  supplemental  estimate,  including  the  strong  statement 
from  President  Eisenhower,  and  your  justifications. 

(The  information  reform!  to  follows:) 

{S.  Doe.  49,  86th  Con*.,  lit  ms.) 

A Proposed  Supplemental  Appropriation.  Fiscal  Year  1060 — Office  or 
Civil  and  Defense  Mobilisation 

Communication  from  tho  President  of  the  United  States  transmitting  a supple- 
mental appropriation  request  of  $9  million  for  the  fiscal  year  1960  for  tho 
"Salaries  and  expenses"  appropriation  of  the  Office  of  Civil  and  Defcnso 
mobilization 

The  White  House, 
Washington,  August  96,  1969. 

The  President  of  the  Senate. 

Sir:  I transmit  herewith  to  tho  Congress  a supplemental  appropriation  request 
of  $9  million  for  the  fiscal  year  I960  for  tho  "Salaries  and  expenses1’  appropriation 
of  the  Office  of  Civil  and  Defense  Mobilization,  These  funds  are  necessary  to 
finance  tho  civil  defense  and  defense  mobilization  activities  assigned  to  eevoral 
Fedoral  departments  aud  agencies  pursuant  to  law  and  the  national  plan  for  oivil 
and  defense  mobilisation. 

I cannot  emphasize  too  strongly  the  urgent  need  for  the  Congress  to  appropriate 
such  funds  before  adjournment. 

Along  with  our  military  defense  and  retaliatory  forces,  oivil  defense  and  defense 
mobilisation  are  vital  parts  of  tho  Nation's  total  defense — together  they  stand  as 
a strong  deterrent  to  war. 

For  this  reason  I am  asking  the  Congress  to  reconsider  my  earlier  request  for 
funds  to  assure  that  Federal  agencies,  which  have  vital  responsibilities  for  non- 
military  defense,  will  be  enabled  to  discharge  these  crucial  functions. 

Tho  nature  of  nuclear  war  places  upon  the  American  people  the  responsibility 
for  considerable  action  aud  sacrifice  to  insure  their  own  security.  This  is  clearly 
Bpclicd  out  in  the  national  plan  for  civil  defense  and  defense  mobilization  and  the 
national  shelter  policy. 
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Hut  the  American  peoplo  have  the  right  to  expect  of  their  Government  intelligent 
and  aggressive  preparation  to  carry  out  its  essential  defense  role  and  to  do  those 
things  which  are  beyond  the  capability  of  individuals. 

I believe  the  American  people  will  demand  this.  As  an  indication  of  the 
growing  public  desire  for  a strong  civil  defense,  I call  your  attention  to  the  unani- 
mous vote  by  which  the  Governors’  conference  at  San  Juan  passed  a resolution 
supporting  the  national  fallout  shelter  program.  1 was  pleased  by  this  action. 

I hen:  persists  in  many  minds  the  image  of  civil  defense  ns  something  apart  from 
regular  government,  something  which  would  spring  into  being  to  bear  the  vast 
responsibilities  of  home  defense  and  recovery  in  case  of  attack.  This  is  a false 
image. 

Tlu*  responsibilities  for  civil  defense  in  tins  Nation  rest  squarely  on  regularly 
constituted  government  at  local,  State,  and  Federal  levels,  and  upon  jH-oplc. 

There  is  before  tin*  conferees  on  the  present  independent  offices  appropriation 
bill  my  request  for  $12  million  to  match  funds  sjient  by  St  a to  ami  local  govern- 
ments for  personnel  and  administrative  costs  of  civil  defense.  It  is  most  urgent 
that  this  item  be  approved. 

Matching  funds  are  required  to  strengthen  civil  defense  at  the  State  and  local 
levels,  the  very  heart  of  civil  defense,  mid  to  give  tangible  evidence  of  Federal 
leadership  in  encouraging  State  and  local  governments  to  prepare  the  defenses 
for  the  jx'ople.  These  funds  will  implement  Public  haw  85-tiUb. 

Civil  defense,  the  defense  of  our  | ampin  in  the  missile  age,  is  the  joint  responsi- 
bility of  the  Federal,  State,  and  local  governments;  no  one  level  of  government 
can  do  the  whole  job.  The  partnership  among  the  Federal,  State,  and  local 
governments  never  was  more  intimate  or  more  necessary. 

Tile  Office  of  Civil  and  Defense  Mobilization  and  State  and  local  civil  defense 
offices  servo  a staff  function  to  help  elected  officials  perform  their  vital  home 
defense  roles  bv  using  all  the  built-in  capability  of  existing  government  structure. 
Within  the  Federal  Government  there  are  departments  and  agencies  peculiarly 
competent  to  cope  witli  many  of  tho  diverso  problems  that  would  come  witn 
nuclear  war. 

The  request  I am  resubmitting  todav  is  for  funds  needed  to  permit  these 
specially  competent  agencies  to  contribute  their  experience,  knowledge,  and 
resource  to  the  total  effort  required. 

The  request  is  modest.  But  these  modest  funds  will  enablo  tho  Federal  Govern- 
ment to  take  a long  stride  toward  mobilizing  its  total  resources  to  meet  this 
problem. 

Tho  history  of  appropriations  for  Federal  agency  preparedness  is  most  un- 
fortunate, In  fiscal  year  1060,  departments  and  agencies  were  asked  to  includo 
funds  necessary  to  finance  nil  their  civil  defense  and  defense  mobilization  functions 
as  a part  of  their  regular  budget  estimates.  Tile  Congress  eliminated  these  defense 
funds  and  directed  that  theso  departmental  requests  bo  consolidated  in  tho  budget 
for  tho  Office  of  Civil  and  Defense  Mobilization. 

For  fiscal  year  10C0,  my  budget  for  tho  Offioo  of  Civil  and  Defense  Mobilization 
included  $12  million  to  be  allocated  among  nine  departments  ami  agencies  needed 
to  finance  civil  defense  ami  defense  mobilization  programs.  Tho  $3  million  pro- 
vided does  not  enable  thu  Federal  Government  to  carry  out  tho  responsibilities 
contained  in  the  National  Security  Act,  tho  Defense  I'roductlon  Act,  and  tho 
Federal  Civil  Defense  Aot, 

It  would  ho  unwise  to  neglect  our  civil  defense  mission  because  our  total  defense 
is  incomplete  and  meaningless  without  reliable  amt  responsible  homo  defense. 
Survival  cannot  be  guaranteed  merely  with  a capacity  for  reprisal.  Equally 
Important  is  our  ability  to  recover.  This  moans  staying  power  and  endurance 
beyond  that  ever  before  required  of  this  Nation  or  any  nation. 

I recommend  that  the  Congress  appropriate  the  funds  outlined  above  to  carry 
out  these  programs  which  are  so  vital  to  tile  national  security.  The  details  of  this 
proposed  appropriation  arc  sot  forth  In  the  attached  letter  from  tho  Director  of  the 
Bureau  of  the  midget. 

Respectfully  yours, 

Dwiobt  D.  Eisenhower. 
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Executive  Office  of  the  President, 

Bureau  or  tub  Budget, 
Washington,  D C. i August  $ 5 , 1959. 

The  President, 

The  White  House, 

Sir:  I have  the  honor  to  submit  herewith  for  your  consideration  a proposed 
supplemental  appropriation  fur  the  fiscal  year  1000,  in  the  amount  of  $0  million, 
for  the  Office  of  Civil  and  Defense  Mobilization,  os  follows: 

EXECUTIVE  OFFICE  OF  THE  PRESIDENT 

Office  of  Civil  and  Defense  Mobilization 


SALARIES  AND  EXPENSES 


“For  an  additional  amount  for  ‘Salaries  and  expenses',  to  be  allocated  for  ex- 
penses necessary  to  discharge  such  civil  defense  and  defense  mobilisation  functions 
performed  by  other  Federal  agencies,  as  may  be  designated  by  the  Office  of  Civil  and 
Defense  Mobilisation,  including  payments  by  Department  of  Labor  to  State  em- 
ployment security  agencies  for  the  full  cost  of  administration  of  defense  manpower 
mobilisation  activities,  $9,000,000. 

This  proposed  supplemental  appropriation,  together  with  funds  included  In 
the  Supplemental  Appropriation  Act,  I960,  is  to  provide  for  financing,  on  a con- 
solidated basis,  the  essentia)  civil  defense  and  mobilization  functions  of  Federal 
agencies  other  than  the  Office  of  Civil  and  Defense  Mobilization.  The  additional 
funds  requested  would  be  alloted  as  follows: 


Department  of  Agriculture $177,  000 

Department  of  Commerce. 1,  057,  000 

Department  of  Health,  Education,  and  Welfare 4,  062,  000 

Housing  and  Home  Finance  Agency. . 150,  000 

Department  of  tho  Interior 150,  000 

Department  of  Labor 2,  079,  000 

General  Services  Administration 406,  000 

Post  Office  Department 104,  000 

Federal  Aviation  Agency 125,  000 


I recommend  that  the  foregoing  proposed  appropriation  bo  transmitted  to  the 
Congress. 

Respectfully  yours, 

Maurice  H.  Stans, 
Director  of  the  Bureau  of  the  Budget. 


Statement  of  the  Director,  Office  of  Civil  and  Defense  Mobilisation 

Mr.  Chairman  and  members  of  the  committee,  I appreciate  this  opportunity 
to  appear  before  you  again  in  support  of  tho  appropriation  requested  for  civil 
defense  and  defense  mobilization. 

For  fiscal  year  1900,  we  requested  $12  million  (in  II. R.  7976)  to  finance,  on 
a consolidated  basis  the  moat  essential  nonmllitnry  defense  preparedness  functions 
of  nine  other  Federal  departments  and  agencies.  The  final  action  of  Congress  on 
this  bill  last  week  was  the  appropriation  of  million,  a reduction  of  75  |>erreiit, 
and  a reduction  of  some  $650,000  below  tho  funds  appropriated  in  1959  to  continue 
on-going  programs. 

As  you  know,  the  President  is  deeply  concerned  over  this  sharp  reduction  in  our 
nonmilitary  defense  funding,  and  I am  hero  today  requesting  you  to  reconsider 
your  previous  action  and  appropriate  an  additional  SO  million  for  these  vital 
programs, 

In  tho  event  of  a civil  defense  emergency  resulting  from  a nuclear  attack,  this 
Nation  would  bo  dealt  a staggering  blow  which  would  require  all  the  resilient 
powers  of  tho  American  people  to  survive,  recover,  and  win. 

Tho  military  retaliatory  power  represents  a strong  deterrent  to  a potential 
aggressor.  Equally  important,  however,  is  a strong  and  reliable  civil  defense  and 
mobilisation  readiness  at  homo.  We  cannot  expect  the  individual  citizen  or  oven 
tho  units  of  State  and  local  government  to  aggressively  pursue  measures  to  insure 
survival  until  the  Federal  Government  shows  by  action  that  it  recognizee  the 
threat  and  Is  taking  positive  action  to  Improve  the  nonmilitary  defense  posture. 
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The  approval  of  the  appropriation  of  80  million  will  permit  the  initiation  of 
vital  action  by  the  Federal  Government.  The  objectives  will  be  sought  through 
uae  of  the  existing  facilities  and  competence  of  the  current  Government  structure 
to  solve  the  many  problems  that  must  be  faced  in  this  nuclear  ago. 

The  subject  of  Federal  agency  preparedness  has  been  caught  between  two  diver- 
gent views  in  recent  years— between  those  who  believe  that  this  function  should 
Be  performed  by  a single  agency  just  as  military  defense  is  performed  by  the 
Department  of  Defense,  ana  those  who  believe  that  this  function  can  best  be 
carried  out  by  the  various  Federal  departments  and  agencies  as  a logical  addition 
to  their  current  peacetime  missions  with  coordination  by  one  agency.  As  a result 
of  this  difference  and  philosophy,  the  appropriations  and  work  progress  have 
suffered.  This  budgeting  problem  was  resolved  for  the  1900  budget,  however,  by 
the  submission  of  money  requests  for  nonmilitary  defonse  for  all  departments  in  a 
consolidated  appropriation  request  under  the  Office  of  Civil  and  Defense 
Mobilization. 

The  Appropriation  Committees  of  both  houses  of  Congress  have  frequently 
expressed  their  preference  for  this  central  budgeting  procedure. 

The  President,  through  OCDM,  cannot  adequately  carry  out  his  nonmilitary 
defense  responsibilities  unless  ho  can  call  Upon  the  normal  resources  of  all  Federal 
agencies  and  hold  them  responsible  for  accomplishment  of  emergency  functions 
which  they  cannot  prepare  tor  under  their  normal  appropriations.  None  of  the 
programs  represented  by  this  request  can  be  absorbed  hy  the  agencies  Bince  they 
nave  specifically  excluded  costs  of  nonmiiitar.v  defense  from  their  regular  budgets. 
We  propose  to  take  advantage  of  the  existing  potential  of  these  agencies  using  their 
experienced  personnel  and  established  facilities,  with  primary  emphasis  placed  on 
building  a state  of  readiness  in  the  field.  I would  Ifke  to  point  out  that  none  of 
the  $9  million  requested  will  be  used  for  hiring  personnel  for  the  OCDM  Usolf. 
This  supplemental  estimate  finances  only  what  we  believe  to  be  the  most  essential 
civil  defense  and  defense  mobilization  function  of  the  following  agencies: 


Agriculture 

Cominer  co 

Health,  Education,  and  Welfare 
Housing  and  Home  Finance.... 

Interior 

Labor 

General  Services  Administration 

Post  Office..... 

Federal  Aviation  Agency 


8477,000 
1,057,  000 
4,  382,  000 
150,000 
150,  000 
2,  079,  000 
438,  000 
164,  000 
125,  000 


9,  000,  000 


The  various  agencies  are  here  to  individually  explain  their  estimates. 


EXECUTIVE  OFFICE  OF  THE  PRESIDENT,  OFFICE  OF  CIVIL  AND 

DEFENSE  MOBILIZATION 

Supplemental  Estimate,  Fiscal  Year  1960 
GENERAL  STATEMENT 

This  fiscal  year  I960  supplemental  estimate  for  the  Office  of  Civil  and  Defense 
Mobilization  requests  the  appropriation  of  an  additional  S9  million  under  the 
eaUrioa  and  expenses  account  to  finance,  on  a consolidated  basis,  the  most  essential 
nonmilitary  defense  preparedness  functions  of  other  Federal  departments  and 
agencies.  This  item  augments  the  appropriation  of  S3  million  contained  In  II. R. 
7978  and  provides  a total  appropraltion  of  $12  million  for  these  vital  functions 
in  fiscal  year  1980. 

In  the  event  of  a civil  defense  emergency,  resulting  from  attack  by  weapons 
the  potential  onemy  now  possesses  with  full  capability  for  rapid  delivery  with 
little  or  no  warning,  this  Nation  would  be  dealt  a staggering  blow  which  would 
require  .til  the  resilient  powers  of  the  American  people  to  survive,  recover,  and 
win.  The  facte  which  are  available  today  concerning  this  massive  and  terrifying 
problem  demand  that  Immediate  stepe  be  taken  to  prepare  to  withstand  ana 
survive  such  an  attack. 

The  military  retaliatory  power  represents  a strong  deterrent  to  a potential 
aggressor.  Equally  important,  however,  is  a strong  and  reliable  civil  defense 
and  mobilisation  readiness  at  home.  We  oannot  expect  the  Individual  eitlseo 
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or  even  the  unite  of  State  and  local  government  to  aggressively  pursuit  measures 
to  insure  survival  until  the  Federal  Government  shows  by  action  and  example 
that  it  recognizes  the  threat  and  is  taking  positive  action  to  improve  the  non- 
military  defense  posture. 

The  approval  of  the  appropriations  requested  herein  will  permit  the  initiation 
of  such  action  by  the  Federal  Government,  in  a manner  that  will  afford  maximum 
benefit  from  the  dollars  appropriated.  The  objective  will  be  sought  through 
utilization  of  the  existing  facilities  and  comjjctence  of  the  existing  Government 
structure  to  solve  the  many  problems  that  must  be  faced  in  this  nuclear  ago. 

The  estimate  Is  summarized  by  agency  as  follows,  showing  a distribution  of  the 
appropriation  grunted  in  II. H.  <078,  the  additional  requirements,  and  the  total 
program  proposed  for  fiscal  year  1900: 


Agenoy 

Approprla 
tlon  granted 

Additional 

require  tmnih 

Total  1000 
pruKf&n) 

Department  of  Agriculture - 

*477,000 

1. 067. 000 
4,  MS.  000 

160,000 

160,000 

3.079.000 

438. 000 

184.000 

136.000 

*477,000 

2. 967. 000 
1 600, 000 

376.000 

600.000 

3.239.000 

780.000 

177.000 

136.000 

II 

Department  of  Health,  Education,  and  Welfare 

Homing  wnl  Home  Finanoo  Agency 

Deportment  of  the  Interior 

Department  of  Labor 

General  Service  Administration 

Pott  Office  Department 

Federal  A v La t top  Agency 

Total 

1000,000 

9,000,000 

11,000000 

The  roU'B  to  be  performed  by  each  of  the  above  agencies  have  been  spelled  out 
in  Executive  orders  currently  being  processed  in  the  executive  brunch.  These 
assignments  to  existing  Federal  agencies  are  in  line  with  tile  overriding  principle 
that  existing  government  must  provide  the  standby  nonmilltury  defense  organiza- 
tion for  leadership  at  all  levels  of  community  life.  OCDM  effort  is  limited  to  the 
provision  of  the  basic  plans;  the  coordination  of  all  national  efforts;  and  the  filling 
of  gaps  where  there  Is  no  existing  potential. 

in  previous  years,  requests  of  other  agencies  have  been  submitted  and  supported 
on  the  basis  that  they  are  preparing  for  operational  roles  which  might  bo  assumed 
by  new  agencies  to  bo  oreaied  after  mtacK.  This  policy  has  been  thoroughly  re- 
studied  and  revised  by  Cabinet  action,  with  the  result  that  this  budget  proposes 
that  the  existing  agencies  will  bo  the  emergency  agencies  for  their  assigned  mts- 
orgnnizc  and  prepare  after  attack.  Unless  these  agencies  prepare  now  to  assume 
their  emergency  roles,  there  may  be  no  Government  after  attack. 

Defense  mobilization  and  civil  defense  have  had  an  Involved  history  since  World 
War  II.  First,  there  was  the  consolidation  of  the  National  Resources  Board  and 
the  Office  of  Delenso  Mobilization.  Then  tho  complex  Defense  Production  Act 
was  assigned  to  ODM  to  administer  on  liehnlf  of  tho  President.  At  almost  tho 
same  time  tho  Federal  Civil  Defense  Administration  was  created  as  an  independent 
Agenoy.  A certain  amount  of  jurisdictional  overlapping  between  ODM  and 
rCDA  was  only  rccontly  solved  by  their  merger. 

Appropriations  for  Federal  agencies  having  civil  defense  and  mobilization  mis- 
sions navo  not  been  adequate  in  recent  years,  duo  primarily  to  difficulties  in  arriv- 
ing at  a satisfactory  budgeting  procedure.  Both  the  "Federal  Civil  Defense 
Administration  and  the  Office  of  Defense  Mobilization  advocated  the  principle 
that  each  agency  should  budget  and  finance  its  own  preparedness  functions;  how- 
ever, various  congressional  appropriation  committees  have  frequently  indicated  a 
preference  for  central  budgeting.  During  the  congressional  hearings  on  the  re- 
organization plan  to  merge  FCDA  and  ODM,  the  Bureau  of  tho  Budget  resolved 
this  problem  bv  Agreeing  to  submit  a single  appropriation  request  for  the  civil 
defense  and  dorenso  mobilization  coats  of  all  Federal  agcnoics. 

This  budget  reflects  this  consolidation  of  coats  and  presents  to  tho  Congress,  for 
the  first  time,  a package  Appropriation  request  for  tall  major  programs  for  strength- 
ening nonmiiitary  defense  preparedness. 

A glance  at  page  10  will  show  that  most  of  tho  major  basic  needs  for  survival  are 
being  assigned  to  existing  Federal  agencies  normally  concerned  with  those  func- 
tions. No  staff  now  exists  in  OCDM  to  carry  out  these  missions  from  an  operating 
point  of  view.  An  improved  preparedness  stature  in  these  areas  Is  entirely  de- 
pendent upon  the  operational  potential  of  other  existing  Federal  agenoies. 


• — u 
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It  is  lnt|>ortuiit  that  the  entire  budget  fur  noninilitury  defense  b<*  considered  as 
a national  security  requirement  over  and  above  the  regular  budgets  of  the  agencies 
concerned.  Reorganization  Plan  No.  1 of  15)58  which  consolidated  the  Office  of 
Defense  Mobilization  and  the  Federal  Civil  Defense  Administration  to  form  a 
new  Office  of  Civil  and  Defense  Mobilization  in  the  Executive  Office  of  the  Presi- 
dent was  conceived  with  such  a purpose  in  mind.  Without  the  funds  requested 
herein,  there  will  continue  to  be  a huge  gap  in  Federal,  and  therefore,  national 
preparedness. 

(>ne  way  to  highlight  the  various  work  programs  proposed  for  1900  and  provide 
a means  of  analysis  is  to  break  down  the  midg-t  request  in  terms  of  assignments 
covering  the  basic  needs  for  survival.  This  distribution  and  a discussion  of  each 
of  the  biisio  needs  follows: 


A m>rri|>r  lu- 
ll'..'.’1  grunted 

Total  I960 
program 

Health  and  vreUare 

$272,  ooo 
14,(00 
126,000 

K 414,000 
601,000 
ISO,  000 

69.000 

81.000 

700.000 
2, 079, 000 

400.000 
320,  IB0 

2.10. 000 

$4. 686, 000 

615.000 

276. 000 
66.000 

431.000 
2,  416,000 
2, 229, 000 

700. 000 

370.000 
350.  000 

3A0,  (xx] 
!,  71.1,000 
1.16,000 
324,000 
40,000 

Other  tWscntlal  commodities 

Total 

9,000.000 

V.  600,000 

12, 000, 000 

Health  and  welfare 

The  health  and  welfare  program  is  being  given  the  moat  emphasis  in  this 
budget  ($4,tt8fl,000),  partly  because  it  Is  one  of  the  most  important  elements  of 
nntlonal  survival  and  partly  because  an  emergency  medical  care  program  Is  one 
of  thu  most  difficult  to  organize. 

We  were  unable  to  organize  the  medical  profession  through  local  civil  defonse 
channels.  We  therefore  appealed  to  the  American  Medical  Association  for 
guidance  and  a now  Executive  order  assigning  the  entire  health  program  to  tho 
Public  Health  Service  is  tho  result. 

This  year's  budget  provides  for  tho  preliminary  work  to  bo  undertaken  at  the 
national,  regional,  and  State  levels  for  the  entire  Nation,  but  limits  local  organiza- 
tion efforts  to  one  region  os  a pilot  program.  In  one  region,  yet  to  bo  selected, 
the  Public  Health  Service  will  carry  the  task  of  organizing  the  medical  and  related 
professions  right  down  to  the  community  level, 

Radiological  monitoring  and  fallout  forecasting  are  deemed  to  he  an  essential 
supporting  function  of  tho  health  program.  Tho  fallout  forecasting  job  being 
done  by  tun  Weather  Bureau  ($207,000)  Is  now  a wcll-dovoloped  program  in  sovon 
regions.  The  funds  requested  aro  for  continuance  and  for  extending  tho  capability 
to  our  new  eighth  region  in  tho  northwest.  Radiological  monitoring,  like  warning 
and  weather  forecasting,  is  of  necessity  a national  program.  Our  total  program 
calls  for  ISO, 000  monitoring  stations  of  which  15.000  aro  in  place.  Instruments 
furnished  and  personnel  trained.  This  budget  includes  funds  ($140,000)  for 
training  Department  of  Agriculture  employees  In  the  Forest  Service  and  Agricul- 
ture held  offices  necessary  to  man  450  new  monitoring  stations. 

Tho  job  of  providing  guidance  to  States  in  the  development  of  community 
organizations  is  included  in  tho  health  oateg<ny  since  a central  community  or- 
ganization Is  necessary  to  coordinate  tho  tasks  of  providing  the  basic  survival 
needs  for  casualty  can;,  feeding,  clothing,  registration,  lodging,  etc.  This  also  is 
a new  assignment  for  the  Department  of  HEW,  which  estimates  that  $570,000 
will  be  required  for  Its  development.  This  category  includes  $177,000  for  tho 
Post  Office  for  organizing  and  training  its  field  forces  in  administering  the  national 
registration  and  family  locator  system  being  devoloped  in  cooperation  with  HEW, 

Food 

In  this  area  both  the  Department  of  Agriculture  and  the  Food  and  Drug 
Administration  normally  do  a great  deal  of  work  which  has  defense  value  and 
with  only  & little  extra  effort  can  absorb  many  preparedness  functions  In  their 
headquarters  office.  This  does  not  apply,  however,  to  tho  extensive  development 
of  omergency  procedures,  the  organising,  or  the  training  of  field  forooe  to  provide 
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Federal  supply  support  to  In  cal  communities.  For  the  intter  purposes  we  are 
requesting  only  $160,000  for  the  Department  of  Agriculture  and  $178,000  for  the 
Food  and  Drug  Administration.  Since  rural  firefighting  is  primarily  directed  at 
the  protection  of  crops  and  livestock  this  item  of  $85,000  along  with  filed  coordi- 
nation at  $187,000  are  included  in  the  total  food  figure  above, 

Loilging 

The  Housing  and  Home  Finance  Agency  has  ix'cn  assigned  the  primary  responsi- 
bility for  refining  plans  and  procedures  for  the  guidance  of  States  and  for  Federal 
support  concerned  with  emergency  billeting,  temporary  lodging,  interstate  move- 
ment of  mobile  lodging  units,  and  the  construction  of  new  housing  developments 
to  replace  bombed-out  areas  or  to  support  key  war  industries,  For  this  purpose 
we  ure  requesting  $275,000  for  HHFA  who  will  work  closely  with  the  Social  Secu- 
rity Administration  on  coordinating  billeting  plans  ami  guidance  with  other  com- 
munity survival  needs  and  with  the  Public  Health  Service  with  regard  to  com- 
munity facilities. 

Power 

The  figure  of  $09,000  in  no  way  represents  the  relative  importance  of  electric 
power  to  defense.  We  are  utterly  dependent  upon  power,  not  only  for  the  pro- 
duction of  war  goods  and  essential  civilian  goods,  but  our  very  survival  depends 
on  it  for  cooking  food,  heating  dwellings,  and  for  essential  lighting.  The  amount 
is  small  because  the  Department  of  fnterior  has  been  able,  through  its  normal 
contacts  with  the  power  industry,  to  stimulate  industry  association  planning  and 
emergency  organization  measures.  Funds  are  now  needed  to  expand  an  executive 
reserve  and  bridge  the  procedural  gaji  between  industry  and  the  community  civil 
defense  organizations, 

Fuel 

Fuels,  namely  oil,  gas,  and  coal,  like  power,  are  a basic  need  for  survival.  Ah 
in  the  case  of  power,  the  Department  of  Interior  has  been  able  to  stimulate  sclf- 
preparcdhcsH  measures  in  the  oil  and  gas  industry,  bill  needs  $120,000  to  develop 
an  executive  reserve  and  provide  procedures  for  a tie-in  between  industry,  Federal 
and  Stato,  and  community  organizations. 

Minerals  mobilization,  notably  coal,  presents  a more  complex  problem  of  organ- 
ization and  transportation.  For  this  the  Department  of  Interior  1ms  I wen  financ- 
ing a Minerals  Mobilization  OHlco  in  its  regular  budget  atid  i»  dependent  upon 
OCDM  for  the  $811,000  necessary  to  continue  the  present  staff  and  to  add  a few 
additional  employees  in  the  field  to  complete  the  work  started  under  an  FCDA 
delegation,  toward  organizing  the  coal  industry. 

Essential  commodities 

This  category,  estimated  at  $2,416,000  includes  $1,776,000  for  the  Business 
and  Defense  Services  Administration  of  Commerce,  $450,000  for  tho  Census 
Bureau  for  providing  basic  industry  damago  assessment  data,  and  $190,000  for 
regional  industrial  coordination  in  Commerce. 

BDSA  presents  a unique  appropriation  problem  in  vlow  of  the  expressed  desiro 
of  Congress  to  isolate  all  identifiable  costs  of  civil  defense  and  mobilization  for 
separate  consideration.  The  total  appropriation  request  for  the  BDSA  for  fiscal 
year  I960  is  $0,080,000.  This  compares  with  tho  $7,048,100  estimated  available 
for  fiscal  year  1989.  However,  when  adjustment  is  made  for  the  method  of 
funding  tho  activities  directly  related  to  tho  agency's  defense  mobilization  pro- 
gram, tho  amount  being  requested  for  fiscal  year  1960  from  ull  sources  would 
permit  carrying  on  the  agency  activities  at  approximately  tho  fiscal  year  1969 
levels.  The  mechanics  of  the  adjustment  nre  ('escribed  below. 

For  purposes  of  preparing  tho  budget  request  of  the  BDSA  for  fiscal  year  I960, 
tho  agency’s  nctlvlties  have  I icon  divided  into  two  broad  groupings.  Tho  first 
of  these  consists  of  those  programs  designed  to  promote  and  develop  tho  commerce 
and  industry  of  tho  United  States,  Carrying  out  this  statutory  responsibility  of 
tho  Secretary  of  Commerce  for  contributing  to  the  economic  growth  of  tho  Nation 
has  liecomo,  in  recent  years,  a major  element  In  the  total  effort  to  insure  national 
security,  A detailed  description  of  these  aelivities  is  provided  under  the  ac- 
tivity heading  "Industries  and  commodities"  in  the  regular  Commerce  budget. 

The  second  group  of  activities  are  those  directly  related  to  tho  noiuuilitury 
industrial  mobilization  program  of  the  Government.  In  recommending  tho 
appropriation  of  funds  for  fiscal  year  I960,  the  Appropriations  Committee  of  tho 
House  of  Hepresontatives  indicated  that  It  would  lx*  expected  that  mobilization 
functions  assigned  to  tho  BDSA  by  the  OCDM  would  bo  funded  under  tho  OCDM 


914  MUTUAL  SECURITY  APPROPRIATIONS,  1060 

budget  and  would  not  appear  in  the  Commerce  appropriation  request.  This 
ha*  been  done. 

The  division  of  the  BDSA  budget  In  accordance  with  the  committee's  request 
applies  solely  to  the  program  activity  termed  “Industries  mid  commodities." 
It  Ib  in  this  activity  in  which  both  defense  mobilization  and  essential  nondefenso 
programs  am  carried  on.  With  the  exception  of  n few  positions,  the  time  of  each 
person  included  in  this  budget  item  is  devoted  partly  to  defense  and  partly  to 
nondefenso  activities.  An  analysis  has  I icon  made  of  the  time  devoted  to  each 
of  these  programs  by  each  person.  On  the  basis  of  these  time  records,  the  sum 
of  $ 1, 700,000  is  vs  i muted  to  have  been  spent  during  HO  on  activities  directly 
related  to  defense  mobilization  functions  assigned  by  OCDM. 

Accordingly,  the  total  estimate  for  industries  and  commodities  (83, 
81,700,000  is  included  in  this  budget.  The  remaining  81,810,000  was 
under  the  activity  "Industries  and  commodities1’  In  tho  appropriation  request  of 
the  Department  of  Commerce, 

Manpower 

The  Department  of  Lutior  has  been  given  a massive  assignment,  but  like  the 
Department  of  HEW  has  been  ad  monished  by  its  appropriation  committee  not 
to  absorb  any  civil  defense  or  mobilization  preparedness  costs. 

The  Department  of  Labor’s  fiscal  year  1060  program  for  civil  and  defense 
mobilisation  Is  predicated  on  the  urgent  and  essential  need  to  develop  as  quickly 
as  possible  an  acoeptable  capability  at  all  levels  of  Government  to  meet  manpower 
problems  under  attack  conditions. 

Experience  gainod  in  Operation  Aiert  1058  demonstrated  clearly  the  tremendous 
problems  of  manpower  shortage  for  which  solutions  must  he  sought.  The  exer- 
cise indicated  that  overall  deficits  of  ut  least  25  percent  would  have  to  ho  met 
even  after  assuming  extraordinary  expansion  of  the  labor  force. 

Most  significantly,  the  publication  of  the  national  plan  for  civil  defense  and 
defense  mobilization  stresses  the  necessity  to  develop  rapidly  a higher  level  of 
operational  readiness  at  State  and  local  levels.  The  plan  also  delineates  an  ex- 
panded scope  of  program  responsibilities  involving  the  delegation  of  increased 
operating  authority  aud  responsibility  to  field  officials. 

The  State  employment  service  offices  will  he  developed  as  the  backbone  of  the 
manpower  control  organization  at  the  community  level.  Since  these  offices  are 
operated  on  100  percent  grants  of  Federal  funds  administered  by  the  Department 
or  Labor,  special  appropriation  language  is  proposed  to  enable  the  Department 
to  use  81,218,100,  of  the  82,220,000  requested,  for  financing  a few  profeeelonals 
In  each  State  to  devote  their  full  time  to  organising  and  training  local  employment 
offices  to  deal  with  a war  situation. 

Communication* 

There  Is  no  general  assignment  to  any  Federal  agency  covering  emergency 
communications  problems.  This  Is  now  being  handled  by  the  OCDM  staff. 

The  8760,000  included  for  the  General  Services  Administration  Is  to  continue, 
at  a minimum  level,  the  existing  contracts  for  the  nationwide  communications 
network  'asigned  to  serve  the  Federal  Government  relocation  facilities.  This 
system  originated  in  fiscal  year  1058  and  has  previously  been  financed  by 
appropriations  mads  directly  to  GSA. 

Trantportation 

OCDM's  transportation  office  serves  as  the  operating  nucleus  for  an  emergency 
transportation  agency.  This  is  made  necessary  because  of  the  diffusion  of  Federal 
transportation  functions  throughout  the  Government.  The  situation  is  as  follows: 

Rail:  Rolling  stock  and  railroads.......  ICC. 

Motor: 

Trucks  and  buses ICC. 

Highways BPR  (Commerce).* 

Shipping: 

Inland  shipping ICC. 

Inland  waterways Corp  of  Engineers  (DOD). 

Coastal  and  foreign  shipping., Maritime  Administration  (Commerce).* 

Ports  and  facilities — ....  Do.* 

Air: 

Airlift  capability FAA.* 

Airlift  utilisation. DATA  (Commerce).* 

Pipeline: 

Pipelines  and  storage  for  oil  and  gas..  Interior.* 

Pipelines  and  storage  for  water HHFA  and  HEW.* 


510  000). 
included 
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Executive  orders  aligning  emergency  transportation  rvsnouoibi lilies  to  the 
above  Agencies  are  now  limited  to  those  with  an  asterisk.  This  budget  includes 
only  $245,000  for  Commerce  and  $125,000  for  the  Federal  Aviation  Agency. 
New  assignments  to  the  Interstate  Commerce  Commission  and  the  Cnrps  of 
Engineers  arc  now  being  studied.  In  the  event  that  these  new  Assignments  are 
finalised  in  the  near  future,  any  necessary  costs  related  to  their  immediate  imple- 
mentation will  be  absorbed  from  the  total  program  of  $12  million  requested  in 
this  budget. 

Kducaiion 

Due  to  the  relatively  large  science  education  and  adult  education  program  being 
sponsored  by  the  Otlice  of  Education  in  HEW  under  their  regular  appropriations, 
the  very  small  amount  of  $250,000  is  included  in  this  budget  to  renew  the  program 
sturled  in  1957  to  provide  civil  defense  materials  for  inclusion  in  school  curric- 
ulum* at  all  levels  of  public  education. 

Salaries  and  Expenses 


.Summary  of  t»titnaUg 


Activates 

Pofe 

refer- 

ence 

Presently 

available, 

i#ao 

Rev  teed 
estimate, 
I960 

DKTerenoe 

I.  Department  of  Agriculture.  

A-l 

B-l 

C-I 

D-l 

Jt-1 

F-i 

0- l 

ni 

1- i 

Rualilii* 

§§§§!§§§§ 

+♦477,000 
+1,057.000 
+4,163,000 
+ 150.000 
-t-130, 000 
+10791000 
4-436,000 
+ 104.000 
+136000 

II.  Department  of  Commerce 

HI.  Department  of  Health,  Kducaiion,  and  Welfare 

IV.  Housing  and  Home  Finance  Agency . . 

11,600.040 
136000 
128.  ODD 
jao,  mo 
180.000 
334,000 
13,000 

V'.  Department  of  the  Interior 

VI.  Department  of  Labor 

VIII.  Pott  OffloG  Department . 

IX.  federal  Aviation  Agency  ...  . 

Grand  total.  . 

•3,000,000 

12,000,000 

+6,000,000 

'ITIie "Presently  available"  column  U based  on  the  *' (tal^r tea  and  cipeiisaV’  appropriation  for  civil  and 
defense  i uobj  tlul  Ion  fmicllunt  contained  In  the  Supplemental  Appropriation  Act,  l WOO.  The  regular  annual 
ueijfor  soon  Is  eiciuded  since  this  appropriation  is  pending  before  tha  I louse  and  Senate  cunfereei. 


General  Statement 

Chairman  Hayden.  Wo  will  bo  glad  to  hoar  from  you,  Governor 
Hoegh,  ns  to  any  further  justification  of  the  $9  million  again  requested. 

hlr.  Hoeoh.  Mr.  Chairman  and  mombors  of  the  committee,  I will 
bo  brief  because  the  record  that  wo  have  presented  previously,  I 
think,  is  rnther  complete  and  does  stato  our  position  quite  well. 

I would  like  to  point  out  again  that  wo  appreciate  inis  opportunity 
to  support  tho  request  for  the  additional  $9  million  for  delegate 
agencies  to  perform  civil  and  defense  mobilization  functions  as  dele- 
gated to  them  by  the  President  of  tho  United  States. 

LETTER  THOM  THE  PRESIDENT 

I would,  if  I may,  sir,  like  to  read  a few  of  tho  excerpts  from  the 
President’s  letter  which  he  sent  to  the  President  of  tho  Senate  in 
support  of  this  most  important,  request.. 

Chairman  Hayden.  You  may  do  so. 

Mr.  Hoeoh.  I quote: 

Along  with  our  military  defense  and  retaliatory  force*,  olvil  defense  and  defense 
mobilisation  aro  vital  parts  of  the  Nation's  total  defense.  Togothor  they  stand 
as  a strong  deterrent  of  war.  * * * 

The  nature  of  nuclear  war  places  upon  the  American  people  the  responsibility 
for  considerable  action  and  sacrifice  to  insure  tbelr  own  security.  * * * 
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The  American  people  have  the  right  to  expeot  of  their  Government  intelligent 
and  aggreasive  preparation  to  carry  out  its  essential  defense  role  and  to  do  those 
things  which  are  beyond  the  capability  of  individuals.  * * * 

I believe  the  American  people  will  demand  this." 

Thun  the  President  continues: 

Tho  Office  of  Civil  and  Defense  Mobilization  and  State  and  local  civil  defense 
offices  servo  a staff  function  to  help  elected  officials  perform  their  vital  home 
defense  roles  hv  using  ail  tho  built-in  capabilities  of  existing  Government  structure. 

Within  the  Federal  Government  there  are  departments  and  agencies  peculiarly 
competent  to  cope  with  many  of  the  diverse  problems  that  would  come  in  nuclear 
war. 

The  request  I am  resubmitting  today  is  for  funds  needed  to  permit  these  special 
competent  agencies  to  contribute  their  experience,  knowledge,  and  resources  to 
the  total  effort  required. 

The  request  is  modest.  But  these  modest  funds  will  enable  tho  Federal  Gov- 
ernment to  take  a long  strido  toward  mobilizing  its  total  resources  to  meet  this 
problem. 

It  would  be  unwise  to  neglect  our  civil  defense  missions  because  our  total 
defense  is  incomplete  and  meaningless  without  reliable  and  responsible  home 
defense.  Survival  cannot  ho  guaranteed  merely  with  a capacity  for  reprisal. 
Equally  important  is  our  ability  to  recover.  This  means  staying  power  and 
endurance  beyond  that  over  before  required  of  this  Nation  or  any  nation. 

I recommend  that  the  Congress  appropriate  the  funds  outlined  above  to  carry 
out  theso  programs  which  are  so  vital  to  the  national  security. 

Those  aro  part  of  tho  words  of  the  President  in  support  of  this 
request  for  tho  additional  $9  million. 

Lot  mo  assure  this  committee  that  none  of  theso  funds  are  for  the 
Offico  of  Civil  and  Defense  Mobilization,  but  all  of  them  will  be 
expended  by  the  agencies  to  whom  certain  functions  have  been  dele- 
gated by  tho  President. 


ITEMS  IN  CONFERENCE 

Senator  Saltonstall.  This  Presidential  letter  involves  two  sub- 
jects In  tho  original  independent  offices  bill  which  is  still  in  confer- 
ence, on  one  item  you  had  in,  Governor  Iloogh,  $12  million  for  con- 
tributions by  the  Federal  Government  to  State  officials,  plus  $3  million 
for  equipment. 

Mr.  Hokoh.  Yes,  bit. 

Senator  Saltonstall.  Those  items  are  still  in  conference  between 
tho  House  and  tho  Senato. 

Mr.  Hoegh.  Yes,  sir,  tho  item  on  contributions  to  tho  States. 

Senator  Saltonstall.  Tho  Senate  put  them  in  and  the  House  did 
not  put  them  in. 

In  addition  to  that,  in  the  supplemental  budget  you  had  another 
$12  million  request  which  went  through  tho  conference  at  $3  million. 

Mr.  Hoegh.  Yes,  sir. 

Senator  Saltonstall.  That  was  tho  $3  million  for  tho  cost  of 
continuing  your  going  program. 

What  vou  are  asking  now  is  $9  million  to  carry  out  your  new  pro- 
gram. That  is  tho  expense  of  taking  over  all  tho  Various  departments 
of  Agriculture,  Commerce,  Health,  Housing,  Interior,  Labor,  Goneral 
Services,  Post  Office,  and  Federal  Aviation,  and  that  in  your  original 
budget  was  $8,350,201 ; is  that  correct? 

I know  it  is  correct  because  I havo  tho  figures  here. 

Mr.  Hoegh.  Senator  Saltonstall,  the  Senate  stood  for  $3,660,000  of 
tho  total  of  $12  million.  However,  after  conference  it  then  camo  out 
as  $3  million. 
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Senator  Saltonstall.  That  is  correct.  So  you  are  asking  for  the 
$650,000  on  tho  cost  of  continuing  tho  going  program  and  the 
$8,350,000  for  the  new  program? 

Mr.  Hoegh.  Yes,  sir. 

Senator  Saltonstall.  And  what  you  are  asking  for  was  turned 
down  in  tho  supplemental  budget? 

Mr.  Hoegh.  That  is  correct. 

REQUEST  FOB  RECONSIDERATION 

Senator  Saltonstall.  You  aro  asking  for  a reconsideration? 

Mr.  Hoeqii.  Yes,  sir. 

Senator  Saltonstall.  Tho  original  $12  million  in  tho  original  inde- 
pendent offices  lias  not  yot  been  decided  and  wo  do  not  know  what 
tho  decision  on  that  will  be. 

Mr.  Hoegh.  Wo  hope  that  the  Senate  will  bo  sustained. 

Tho  President  is  interested  in  both  of  these  requests,  personally 
interested,  sir. 

I would  like  to  conclude  with  another  remark  ho  made  in  this  letter: 

• 

The  $3  million  provided  doe«  not  enable  the  Federal  Government  to  carry  out 
tho  rospondbilft.ie.H  contained  in  the  National  Security  Act,  the  Defense  Produc- 
tion Act,  and  tho  Federal  Civil  Defense  Act. 

Senator  Ellendkk.  Mr.  Hoegh,  it  is  safe  to  sav  that  the  request 
you  are  making  this  morning  has  nothing  to  do  with  this  OCDM  item 
that  is  now  in  contention  in  conference? 

Mr.  Hoegh.  That  is  correct,  sir. 

Chairman  Hayden.  Aro  thoro  any  further  questions,  gentlemen? 

If  not,  wo  thank  you. 

Mr.  Hoegh,  Thank  you. 

The  other  agencies  aro  horo,  Mr.  Chairman,  if  you  would  like  to 
hear  them,  but  I assume  it  is  not  necessary  to  do  so. 

Chairman  Hayden.  It  will  not  bo  necessary. 

Mr.  Hoegh.  Thank  you,  sir. 


HOUSING  AND  HOME  FINANCE  AGENCY 

Voluntary  Hour  Mortoaoh  Credit  Procjram,  Administratub  Expenses 

STATEMENT  OF  JOHN  X.  FRANTZ,  AGENCY  BUDGET  OFFICER 

H I/DOET  REQUESTS 

Chairman  Hayden.  Wo  will  hoar  now  from  the  Housing  and  Home 
Finance  Agency. 

Next  are  two  items  requested  for  the  Housing  and  Home  Finance 
Agency:  #290,000  is  requested  for  expenses  of  the  voluntary  home 
mortgage  credit  program,  and  $3,100,000  is  requested  for  urban  plan- 
ning grants. 

Both  items  are  contingent  upon  the  passage  of  legislative  authoriza- 
tion. 

Mr.  Fuantz.  That  is  correct,  Mr.  Chairman,  These  two  items, 
are  in  substantial  agreement  in  housing  bills  which  huvo  passed  both 
Houses  of  Congress — both  the  vetoed  bill,  S.  57,  and  the  presently 
pending  bill,  S.  2359. 

Chairman  Hayden.  Very  well.  We  will  hear  first  from  the  itora 
for  the  voluntary  home  mortgage  credit  program.  Tho  supplemental 
estimate  and  your  justification  will  be  placed  in  tho  record  at  this 
point,  and  you  may  pioceed  with  your  statement. 

(The  justification  and  supplemental  estimate  follows:) 

SUPPLEMENTAL  ESTIMATE  IN  SENATE  DOCUMENT  Nl>.  47 

HOUSING  AND  HOME  FINANCE  AGENCY 
Ofhcb  or  tub  Administrator 
salaries  and  bxfbnbes 

“For  an  additional  amount  for  'Salaries  and  expenses',  $200,000,  of  which 
$tt0,000  shall  he  available  only  upon  (he  enactment  into  law  of  legislation  continuing 
beyond  September  SO,  18/19,  the  program  authorittd  by  ’.tile  VI  of  the  Housing  Act 
of  1954,  as  amended  (OS  Stat.  690,  637).” 

This  proposed  supplemental  appropriation  Is  to  finance  operations  of  the 
voluntary  home  mortgugo  credit  program  durian  tho  fiscal  year  1000.  This  pro* 

[(mm  recently  was  extended  from  July  01  to  September  .*U),  11)59.  Authorisation 
s included  in  tho  pending  housing  legislation  which  would  cover  operations  for 
the  remainder  of  the  year.  Therefore,  this  estimate  Is  proposed  to  meet  require- 
ments for  tho  full  year  with  tho  ;i renter  part  to  become  available  contingent 
upon  the  ennotment  of  legislation  extending  tho  program. 
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1046  kttue] 

1900  estimate 

18.408 
19. #00 

6.WH 

888 

<9 

8474,400 

■ 

42.000 

84.000 

15.000 

liw 

42 

8290,000 

Referral#.'  - 

Loan*  plftcai? 

Administrative  ei  ponses.  , > 

June  90  employment 

Total  obllfitlon* 
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Summary  of  budget  request 

The  present  budget  request  is  for  appropriation  of  an  additional  $'290,000  under 
the  head  “Salaries  and  expenses,  Office  of  the  Administrator."  Of  this  amount, 
$70,000  would  he  made  available  immediately;  the  balance  of  tho  supplemental 
appropriation,  under  the  proposed  appropriation  text,  would  become  available 
only  upon  enactment  into  law  of  legislation  extending  the  basic  authority  for  the 
program  after  the  presently  scheduled  expiration  date  of  September  30,  1959. 

INTRODUCTION 

Title  VI  of  the  Housing  Act  of  1954,  aa  amended,  provides  for  tho  Voluntary 
Home  Mortgage  Credit  Program.  The  purpose  of  this  program  is  to  facilitate  the 
flow  of  private  funds  for  FHA-lnsured  and  VA-guarantecd  (tome  mortgage  loan* 
Into  remote  areas  and  small  communities  where  there  may  normally  he  a shortage 
of  local  capitul  or  inadequate  institutional  facilities.  The  program  ia  also  designed 
to  operate  in  any  area  to  facilitate  the  financing  of  bousing  for  occupancy  by 
membors  of  minority  groups  who  have  been  unable  to  obtain  FHA-insured  or  VA- 
gunruiitecd  mortgaged  on  reasonable  terms.  The  basic  authorization  for  the 
program  was  extended  from  July  31,  1959,  to  September  30,  1959,  bv  joint  resolu- 
tion (Public  Law  80-1)9),  approved  by  the  President  on  July  31.  This  action 
was  accomplished  by  unanimous  consent  in  l oth  Houses,  and  we  believe  there  is 
no  reason  to  doubt  that  this  program,  which  has  alwnva  enjoyed  bipartisan  sup- 
port in  the  Congress,  will  be  further  extended  before  September  39. 

The  Voluntary  Home  Mortgage  Credit  Program  was  proposed  to  the  Congress 
by  private  organizations  active  in  the  home-financing  and  home-construction 
fields.  Under  the  act,  the  Government  provide*  staff  assistance,  office  space 
and  related  facilities.  Private  industry  provides  on  a voluntary  basis  the  mem- 
bership of  the  national  and  regional  committee*  through  which  the  program 
operates  and  formulates  its  policies. 

All  loans  made  under  the  program  are  made  by  private  lenders  with  their  own 
investment  funds,  and  all  expenses  incident  to  tho  usual  processing,  ns  distin- 
guished from  the  VKMCP  referral  process,  are  borne  by  louder*. 

Organization 

The  program  is  operated  by  a national  committee,  with  the  Housing  and  Home 
Finance  Administrator  as  chairman,  and  five  regional  committees.  The  member- 
ship of  these  groups  is  representative  of  tho  principal  segments  of  the  housing-  and 
homo-financing  industry.  Committee  member*  serve  on  a voluntary  basis.  The 
committees  act  as  clearinghouses,  assisting  applicants  by  placing  insured  and 
guaranteed  loans  with  private  financing  institutions  participating  In  the  progrnm. 

In  addition  to  the  Industry  memlzership  on  the  national  and  regional  committees, 
the  statute  provides  for  a number  of  advisory,  non  voting  members  from  tho  Federal 
Home  Loan  Bank  Board,  the  Federal  Housing  Administration,  tho  Veterans' 
Administration,  and  the  Board  of  Govomors  of  the  Federal  Reserve  System. 

Areas  of  operation 

The  national  committee  has  established  that  all  VA  direct  loan  areas,  plus  a 
number  of  eltieu  and  towns  of  less  than  25,000  population  in  1950,  arc  eligible 
for  assistance.  The  program  does  not  assist  (n  making  mortgage  credit  available 
in  areas  experiencing  only  a temporary  shortage  of  funds.  Since  mortgage  credit 
appears  to  bo  inadequate  from  normal  sources  for  members  of  minority  groups 
throughout  the  oountry,  there  are  no  area  restrictions  for  minorities. 

National  committee  function* 

The  uational  committee  supervises  and  acta  poiicloa  for  the  oj>oratlon  of  the 
entire  progrnm.  It  Is  rcouirca  to  study  mid  review  domand  and  supply  of  funds 
for  residential  mortgage  loans  In  oil  parts  of  the  country  and  to  currelato  the 
activities  of  the  regional  committees.  The  Housing  and  Home  Finanoe  Adminis- 
trator. as  chairman  of  tho  national  oommlttce,  i#  required  by  April  1 of  each  year 
to  make  a full  report  to  Congress  of  the  operations  of  the  program. 

Regional  committee  operation* 

The  staff  of  eaoh  regional  committee  maintains  a rotating  referral  procedure 
bv  which  loan  applications  are  referred  to  participating  lending  institutions. 
The  staff  also  provldo*  data  for  the  statistical  records  of  program  operation. 

An  Individual  or  builder  eligible  for  the  program’s  assistants  wuo  ia  seeking 
FHA-insured  or  VA-gu&ranteed  mortgage  financing  for  the  purohase  or  construc- 
tion of  a home  or  group  of  homes  may  submit  an  application  for  assistance  to  a 
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regional  committee.  The  applications  must  be  accompanied  by  a certification 
that  the  applicant  has  been  refused  the  type  of  loan  requested  by  two  local  or 
reasonably  accessible  private  lending  institutions.  The  regional  committee  refers 
the  application  to  lenders  who  are  participating  in  the  program,  The  referral 

groccss  is  repeated  until  the  loan  has  been  committed  for  by  a lender  or  until  it 
ecomes  clear  that  the  loan  cannot  be  placed.  All  participating  lenders  apply 
their  own  lending  standards.  The  regional  executive  secretaries  are  authorized 
to  screen  incoming  applications  and  reject  those  oases  which  obviously  do  not 
meet  the  minimum  requirements  of  participating  private  lenders. 

SUMMARY  or  PHOOHAM  RESULTS 

The  voluntary  homo  mortgage  credit  program  has  now  been  operating  for  44 
years.  As  of  July  1059,  the  program  had  received  115,586  applications  for 
mortgage  assistance, of  this  1,005  were  in  process.  On  that  same  date,  39,095 
loans  for  an  aggregate  of  approximately  $390  million  had  been  placed.  Tho 
detail  of  this  record,  showing  number  and  dollar  volume  by  type  of  applicant 
assisted  and  average  mortgage  amounts  us  of  July  1959  is  shown  m tho  following 
table: 


Type  of  applicant 

Loam  placed 

Number 

Estimated 

amount 

Average 

Individual 

33,033 

37 

.1.736 

tow,  mo.  one 
300,  (IO 
61,000,00 

*9.  700 
11,400 
11,000 

Lender 

liuildrr 

Total 

3V.OV5 

3S0, 300, 000 

10,000 

The  VHMOP  has  accomplished  much  that  is  not  reflected  in  tho  statistics, 
Many  lending  institutions  lmve  ox tended  their  normal  lending  business  into  areas 
and  to  groups  they  have  served  for  tho  first  time  through  VHMCP.  Lenders 
havo  moved  into  areas  where  private  lenders  previously  operated  only  on  a highly 
selective  and  restrictive  basis,  if  at  all.  The  areas  in  which  VHMCP  operates— 
previously  neglected  by  the  private  lending  Industry  - arc  a reservoir  of  good  loans. 

The  33,932  loans  placer!  for  individual  applicants  through  July  1959  represents 
a placement  ratio  of  almost  40  percent  of  applications  completely  processed. 
This  Is  considered  to  be  a very  high  ratio  of  placement  in  view  of  the  marginal 
quality  of  many  of  the  applications  received. 

More  than  22,000  of  tno  lonns  under  tho  program  havo  been  for  veterans. 
There  is  no  doubt  that  tho  VHMCP  has  provided  a means  of  financing  housing 
for  veterans  in  rural  areas  within  tho  frnmowork  of  the  private  enterprise  system 
without  vast  Government  outlays,  During  the  period  when  the  interest  rate  on 
VA-gmtrnnlecd  lonns  was  fully  competitive  with  general  market  interest  rates,  tho 
performance  under  the  program  in  placing  VA  loans  for  veterans  in  credit-short 
areas  was  outstanding.  The  recent  jicreiiso  in  tho  interest  rate  on  VA-guurnnteeil 
loans  from  4**  to  54  percent  is  expected  to  permit  the  VHMCP  to  do  this  job 
again  and  permit  a reduction  in  tho  use  of  public  funds  for  direct  mortgage  lending 
by  the  Veterans'  Administration. 

VHMGP  has  been  an  effective  medium  for  serving  the  home-finaneing  needs  of 
special  groups  with  special  problems.  The  program  was  successful  in  channeling 
over  $5  million  of  private  mortgage  funds  into  Puerto  Rico.  (Considerable  progress 
has  also  been  made  in  the  placement  of  PH  A section  809  loans,  providing  for  bous- 
ing for  essential  military  personnel  at  military  installations. 

The  major  beneficiaries  of  the  program  have  been  families  of  modest  moans 
who  buy  low-priced  homos.  Persons  having  incomes  of  between  $3, IKK)  and  $6,000 
a rear  have  obtained  49  percent  of  tho  home  mortgage  lonim  made  through  the 
VllMCP.  Of  the  total  number  of  dwellings  bought  with  VHMCP-placed  lonns, 
55  percent  were  in  tho  $5,000  to  $11,000  price  rango. 

Through  the  Influence  of  the  VHMCP,  tho  opportunity  for  home  ownership  haa 
been  increased  In  previously  neglected  areas  of  the  housing  rnnrket.  The  overall 
effect  of  the  program  has  been  a stimulation  of  the  housing  market  in  small  towns 
and  of  minority  families  everywhere.  Prospective  home  buyers  in  small  com- 
munities—and  members  of  minority  groups  everywhere— have  obtained  private 
mortgage  loans  in  greater  quantity,  at  lower  downpayments  and  with  longer 


MUTUAL  SECURITY  APPROPRIATIONS,  I960 


921 


maturities,  and  at  lower  interest  rates  than  have  previously  been  available  to 
them.  The  table  below  shows  the  number  of  applications,  referrals,  and  loans 
placed  since  the  start  of  program  operations: 


Applications 

Fiscal  year 

Owner 
occti  [Mints 

I-emter* 

Builder* 

Total 

Apjtlk-iillons.' 

IUS5  last  hulf 

It,  owe 

at 

n 

11,218 

lUJfl  

art, r;w 

« 

197 

36,1185 

1U67 

41.  823 

0 

64 

4 1 . Ojrt 

1U5A 

13.  2H9 

0 

117 

13.  4u0 

IMS  i 

12,4711 

4 

42 

12,616 

USX)  July  

1,348 

u 

a 

1,248 

Refer  nits: 

l»561a*t  half 

17.  i»5 

38 

128 

16,  158 

JUJ6 

62.  4U0 

16 

616 

63.122 

IU57 

AS,  ulO 

0 

SSii 

M,  3'Jtt 

IDAS 

iw.tm 

0 

259 

1U.  WO 

1UW 

ta.oflo 

S 

73 

18,  138 

1UG0  Jul V 

X.  787 

l* 

0 

1,787 

Loan  pliu-eriieiitJ: 

IM55  last  half 

1,583 

8 

222 

1,812 

1U.V1 

ii,  aua 

22 

2,  (MU 

13.  276 

JUS? 

10. 633 

(J 

1,  IDS 
1,613 

11,631 

6.004 

1W&8 

8,  nil 

0 

1U59  . 

8, 458 

0 

054 

0.  M2 

JVUl  July  

863 

0 

U 

863 

Aaninlantf  for  minority  groups 

VIIMf’P  records  do  not  differentiate  between  loans  placed  where  the  borrower 
ia  a member  of  a minority  groin)  and  those  where  the  borrower  is  not  However, 
in  metropolitan  areas  where  only  minority  groups  are  eligible  for  YllMDP  assist- 
ance, the  program  1ms  placed  more  than  '.1,1)00  loans  amounting  to  over  S'.  Ml  million, 
Ha  sed  on  this  record  alone,  a mini  mum  of  one  out  of  every  four  loans  |i]aeed  by 
YJIMCP  is  placed  on  liehulf  of  a member  of  a minority  group.  In  addition,  many 
minority  loans  are  made  In  remote  areas  and  small  communities  which  are  not 
reflected  in  program  statistics. 

WOIIKLOAD  LSTlMATt.a 

During  the  first  "JJi  years  of  program  operations  the  bulk  of  applications,  re- 
ferrals. and  loan  placements  were  in  the  VA-giinrnnteed  loan  field.  However, 
increasing  stringency  in  the  money  market  ami  the  inability  of  the  V A-guoruiueeu 
mortgage  to  adjust  to  changing  credit  and  capital  conditions  during  fiscal  years 
IflfiS  and  19511  brought  about  a steady  decline  in  VA  activity  under  the  program, 
During  these  2 wars  most  of  the  lending  institutions  which  nrigitmllv  agreed  to 
participate  in  VlfMCP  were  forced  to  withdraw  thejr  assistance  on  V.V  loans,  as 
other  forms  of  investment  made  large  demands  on  available  funds.  As  a result, 
(be  VHMCP  discontinued  its  procedure  of  referring  veterans'  applications  for 
VA  direct  loans  to  private  l<  talers,  n procedure  which  laid  had  a marked  success  in 
reducing  the  demand  for  VA  direct  lending  in  the  earlier  years. 

Accordingly,  during  fiscal  wars  IM.’iN  and  l!hr>!)  most  of  the  loans  placed  by  the 
program  were  in  response  to  applications  from  individuals  and  builders  who  ap- 

}»Hed  directly  to  VI I. M CP  for  assistance  rather  than  ju  response  to  applications 
rum  veterans  who  had  first  am  died  to  the  Veterans’  Administration  for  direct 
loans  mid  for  whom  the  VHMC’l*  carried  out  n private  Inaii-referral  process. 
f As  a result  of  the  general  withdrawal  of  nrivate  hunters  from  the  •l5«-|>vrrent 
VA-gimranteed  1mm  market  and  the  policy  of  the  Veterans’  Administration  of  not 
referring  VA  direct  loan  applicants  to  the  VHMC'P  in  areas  where  private  lender 
coverage  for  VA  loans  was  determined  to  be  imideipuite,  the  number  of  applica- 
tions for  VA-guarantced  financing  received  in  fiscal  years  HtfiRuud  lit. VI  decreased 
from  the  volume  in  li)5fl  and  11)57.  However,  coincident  wit li  this  decline  In  VA 
activity  there  was  a significant  increase  in  FIIA  assistance  requested  through  the 
VII  MOP. 

The  recent  increase  in  the  VA  Interest  rate  from  to  fi>*  percent  is  expected  to 
reverse  the  downward  trend  in  VA  activity  experienced  during  the  past  2 years. 
Evidence  of  this  rhnnge  may  be  drawn  from  the  experience  of  the  program  in 
July,  the  first  month  in  which  the  new  higher  VA  interest  rate  was  effective— 
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applications  for  assistance  were  1,248,  referrals  numbered  1,787,  and  863  loana 
were  placed  for  an  estimated  $10  million.  As  this  trend  continues  and  private 
lending  institutions  are  drawn  again  into  the  market  for  VA-guuranteed  loans  at 
the  new  higher  interest  rate,  the  program  anticipates  receiving  42,000  applications 
during  fiscal  year  I960,  resulting  in  approximately  84,000  referrals.  On  the  basis 
of  experience  it  in  estimated  that  loan  placements  will  numl»er  some  lfi,000  and 
amount  to  approximately  $150  million. 

This  estimate  of  workload  in  fiscal  year  1960  is  based  specifically  on  the  follow- 
ing factors: 

1.  As  mentioned  above,  the  increase  in  the  maximum  interest  rate  on  VA 
loans  from  4J{  to  5!J  percent.  A resurgence  of  VHMCP  activity  in  placing 
VA-guaranteed  loans  In  VA  direct  loan  areas  is  anticipated. 

2.  The  unsatisfied  backlog  of  demand  for  homes  in  small  communities. 
The  VIIMCP  represents  tho  best  available  source  for  mortgage  assistance 
for  many  families  in  these  areas  who  have  no  other  source  of  mortgage  funds. 

3.  The  accumulation  of  a backlog  of  59,000  eligible  veterans  on  the  waiting 
list  for  VA  direct  loans  whoae  applications  cannot  be  processed  because  or 
inadequate  authorization.  VA  direct  loan  funds  will  continue  to  fall  short  of 
meeting  total  requests;  the  VHMCP  and  private  lending  institutions  will 
help  meet  the  housing  needs  for  a larger  number  of  the  69,000  individual 
veterans  who  have  applied  for  VA  direct  loans. 

4.  Tito  acute  demand  for  housing  for  minority  groups  everywhere. 
VHMCP’*  record  so  far  indicates  that  properly  channeled  mortgage  funds 
can  stimulate  this  largely  neglected  market.  It  is  expected  that  tho  program 
will  continue  to  provide  a fuller  and  freer  participation  in  the  mortgago  mar- 
ket for  these  groups. 

An  additional  factor  not  specifically  considered  in  arriving  at  the  workload 
estimates,  and  which  may  increase  the  workload  by  a measurable  faotor,  )s  tho 
projuieed  broadening  of  the  scope  of  the  program  to  include  efforts  to  Achieve  the 
maximum  amount  of  private  financing  of  housing  programs  eligible  for  special 
assistance  from  the  Federal  National  Mortgage  Association.  It  is  expected  that 
VIIMCP  can  play  an  active  role  in  placing  urban  renewal  And  relocation  housing 
mortgages  witn  private  lending  institutions  in  a competitive  market. 

ADMINISTRATIVE  EXPENSES 

The  supplemental  budget  estimate  for  administrative  expenses  covering  the 
staff  of  tho  national  and  regional  committees,  office  space  and  related  facilities 
during  the  fiscal  year  I960  is  $290,000.  Under  the  proposed  appropriation  text, 
$70,000  would  become  available  upon  enactment  of  the  appropriation.  This 
amount  is  derived  ns  follows: 

Estimated  administrative  expense  obligations  incurred  and  to  be  incurred, 

July  1 through  Sept.  30,  1959 $50,000 

Estimated  payments  of  terminal  leave  to  separated  employees  if  the 
program  is  allowed  to  expire  on  Sept.  30.... 20,  000 


Total  immediately  Available - . . 70, 000 

The  proposed  appropriation  text  would  make  the  balance  of  the  supplemental 
estimate — $220,000— a vnllable  upon  enactment  Into  law  of  legislation  extending 
tho  program  after  September  30,  1959. 

The  requested  supplemental  appropriation  is  the  amount  required  to  handle 
the  increased  workload  specified  in  the  preceding  section.  The  estimate  antici- 
pates the  establishment  of  two  now  regional  committees  with  necessary  staff  and 

In  addition  to  the  operating  staff  provided  from  Federal  funds,  the  program 
receives  policy  guidance,  direction,  and  support  from  200  industry  representatives 
serving  on  and  advising  the  national  and  regional  committees.  These  individuals, 
nominated  by  their  trade  associations,  servo  without  compensation  and  are 
responsible  for  the  operation  of  the  program  in  their  arena. 

The  present  supplemental  budget  estimate  scoks  to  meet  the  needs  of  the  sub- 
stantial anticipated  workload  with  the  minimum  staff  expansion  consistent  with 
the  job  to  bo  done.  Tho  increase  in  the  number  of  regional  committees  from 
five  to  seven  is  proposed  in  order  to  make  the  program’s  operating  relationships 
with  local  lenders  more  efficient  and  productive  as  well  as  to  cope  with  the  antiei- 
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pated  overall  increase  in  workload.  The  following  table  shows  the  loeat'on  and 
proposed  staffing  of  the  seven  regional  committee  offices: 


Region 

Location 

N' amber  *1 

pgflOOlU) 

I 

Washington,  D.O,. 

n 

Atlanta,  Oa ..... 

iii 

Nashville,  Tenn. .......... ..... 

iv  

Chicago,  111 

v 

Dallas"  fei.. 

VI 

Denver,  Colo 

VII 

San  Frencltoo,  Cell!.. ......................... .......... 

ToUl 

M 

In  total,  1960  year-end  employment  is  estimated  to  be  48,  an  Increase  of  25  from 
the  23  for  June  30,  1050.  The  total  estimate  of  administrative  expenses  for  the 
VHMCP  is  $290,000  in  I960,  an  increase  of  $48,425  over  the  $241,575  obligated 
in  1950. 

The  following  table  summarises  administrative  expenses  for  this  program: 


Comparison  of  administrative  expense* 


June  30  employment 

Headquarters 

staff 

Field 

looeUon* 

Total  de- 
par  tmea  tel 

1968. 

14 

18 

49 

JVM 

ID 

11 

21 

19» 

14 

84 

48 

Obligations 

Adjusted, 

iw» 

IB|9 

Estimate, 

I960 

Ftnontl  service*.... 

Mr*  #oo 

1108,880 

838a 000 

Other  object*  of  expense: 

Travel 

37,080 

3,114 

10.909 

0,741 

7, 103 

8,229 

809 

21,700 

900 

Transportation  of  things.  . 

Communication  nrrlcas 

4,480 

3.338 

3,406 

9,807 

1,409 

7,400 
1,300 
. 2,100 
8,800 
1,100 

Pants  and  util  It  las  

Printing  and  reproduction. „ 

Other  contractual  tarvlutf . ..... 

K #43 
3,630 
078 

Rupp] If*  Mill  material*  

Equipment. 

700 

Retirement  contributions 

20,  M3 
199 

11,534 

89 

ii'ioo 

Refunds,  ASArdt,  and  indemnities.*. 

Tax  as  and  awargrnenii  

488 

190 

M0 

Subtotal,  other  object* 

80,800 

43,188 

00,000 

Tote)  obllfatton*. 

' 476,"«0 

341,878 

390,000 

National  Voluntart  Mortoaob  Credit  Extension  Committee 

STATEMENT  OF  JOSEPH  B.  GRAVES,  JB.,  EXECUTIVE  SECRETARY 

General  Statement 

Mr.  Graves.  Mr.  Chairman,  my  narao  is  Joseph  B.  Graves,  Execu- 
tive Secretary  of  the  National  Committee  of  the  Voluntary  Home 
Mortgage  Credit  Program. 

Mr.  Mason,  Administrator  of  the  Housing  and  Home  Finance 
Agency,  is  Chairman  of  the  Comniittee. 

It  is  my  purpose  to  represent  this  organization  today. 

1 have  a three-page  statement  I can  either  highlight  or  read  in  its 
entirety. 

Chairman  Hayden.  You  may  read  it. 
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Mr.  Graves.  Thank  you,  sir. 

Mr.  Chairman  and  mouthers  of  the  coinmittoe,  the  regular  budget 
of  the  Housing  and  Homo  Finance  Agency  for  fiscal  year  1900  in- 
cluded no  estimate  for  the  VHMCP.  Tho  administrative  expenso 
appropriation  for  VHMCP  was  to  be  proposed  for  later  transmission 
following  enactment  of  legislation  extending  the  basic  authority  for 
tho  program. 

The  basic  authorization  for  the  program  was  extended  from  July 
31 , 19f>9,  to  September  HO,  1959,  by  joint  resolution,  Public  Law  80  1 10, 
approved  by  tno  President  on  July  31.  This  action  was  accomplished 
by  unanimous  consent  in  both  Houses,  and  wo  believe  there  is  no 
reason  to  doubt  that  this  program,  which  has  always  enjoyed  biparti- 
san support  in  tho  Congress,  will  bo  further  extended  before  September 
3°. 

The  present  budget  request  is  for  appropriation  of  an  additional 
$290,000  under  the  head  “Salaries  and  expenses,  Office  of  the  Admin- 
istrn  tor.” 

Of  this  amount,  $70,000  would  bo  made  available  immediately. 
The  balance  of  the  supplemental  appropriation,  under  the  proposed 
appropriation  text,  would  become  available  only  upon  enactment  into 
law  of  legislation  extending  the  basic  authority  for  the  program  aftor 
the  presently  scheduled  expiration  date  of  September  30,  1959. 

PURPOSB  OP  PROGRAM 

Tho  purpose  of  tho  VHMCP  is  to  facilitate  tho  flow  of  privato  funds 
for  FHA-insured  and  VA-guaranteed  home  mort  gage  loans  into  remote 
areas  and  small  communities  where  there  is  a shortogo  of  local  financial 
institutions.  The  program  is  also  designed  to  oporato  in  any  area  to 
facilitate  the  financing  of  housing  available  for  occupancy  for  members 
of  minority  groups. 

Tho  VHMCP  was  created  under  legislation  sponsored  by  private 
organizations  active  in  tho  homo  financing  and  home  construction 
field.  Tho  functions  of  tho  program  make  possible  tho  broadest 
possible  distribution  of  VA  ana  FHA  funds  to  credit-short  areas  and 
to  previously  disadvantaged  borrowers. 

All  loans  made  under  the  program  are  mndo  by  private  lenders  with 
their  own  investment  funds,  and  all  expenses  incident  to  the  usual 
processing  of  mortgago  loans — as  distinguished  from  tho  VHMCP 
referral  process — aro  borne  by  tho  lenders. 

Under  the  enabling  legislation,  the  Government  provides  staff 
assistance,  office  space  and  related  facilities. 

MEMBERSHIP  OP  COMMITTEE 

Tho  activities  of  the  program  aro  carried  on  under  the  National 
Voluntary  Mortgage  Credit  Extension  Committee.  This  committee 
consists  of  tho  Housing  and  Home  Finance  Administrator  as  chairman 
and  representatives  of  tho  various  industry  groups  and  trade  associa- 
tionn  involved  in  housing  and  mortgago  finance,  with  advisory  mem- 
bers from  Government  agencies  in  the  housing  field. 

Regional  committees,  mado  up  oi  representatives  of  the  same  in- 
dustry groups  and  trade  associations,  supervise  activities  in  their 
respective  regions.  Operating  through  tho  committees,  the  program 
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acts  as  a clearinghouse  by  bringing  together  cligiblo  borrowers  and 
lenders, 

ACCOMPLISHMENTS  TO  DATE 

Since  the  program  began  full  operations  in  March  1955,  over  39,000 
families,  unable  to  obtain  FHA  or  VA  financing  from  local  sources, 
have  borrowed  nearly  $390  million  from  private  lenders  participating 
in  the  VIIMCP.  Over  00  percent  of  the  loans  are  VA-guaranteou 
loans  and  about  23  percent  of  the  total  are  for  homes  for  minority- 
group  families. 

The  major  beneficiaries  of  the  program  have  been  families  of  modest 
means  who  buy  low-priced  homes  in  small  communities.  Were  it  not 
for  the  VHMCJP,  these  families  might  well  have  lost  out  in  the  general 
competition  for  housing  credit. 

Tho  statistical  success  of  the  program  is  only  part  of  the  story. 
The  most  important  accomplishment  of  the  VilMCP  is  the  change 
produced  in  the  normal  lending  activities  of  the  Nation’s  financial 
institutions.  Areas  served  by  participating  lenders  for  the  first  time 
through  VIIMCP  are  often  served  thereafter  as  a part  of  the  lender’s 
normal  business.  In  this  fashion,  areas  in  the  United  States,  which 
have  for  years  been  starved  for  mortgage  financing  on  liberal  terms, 
havo  found  their  neods  served  for  the  first  time. 

A DM  l N I STRATI VE  EXPENSES 

Tho  estimate  of  administrative  expenses  for  fiscal  1900  is  $290,000. 
This  amount  would  support  an  expanded  staff  to  handle  a workload 
estimated  at  more  than  threo  times  that  experienced  during  fiscal 
1959.  The  added  staff  would  be  assigned  to  bolster  tho  existing  five 
regional  committees  and  to  provide  for  the  establishment  of  two  addi- 
tional regional  committees  in  those  areas  where  the  larger  volume  of 
activity  is  anticipated. 

Tho  key  assumption  underlying  the  estimates  of  expanding  work- 
load is  that  there  is  an  unsatisfied  backlog  of  demand  for  low-priced 
homes  in  small  communities.  The  VHMCP  represents  the  best  avail- 
able source  of  mortgage  assistance  for  modest-income  families  in  these 
areas  who  have  no  other  source  of  mortgage  funds. 

It  is  also  assumed  that  VA  direct  loan  funds  will  continue  to  fall 
short  of  meeting  total  requests.  During  fiscal  1900,  the  VHMCP  and 
private  lending  institutions  will  help  meet  the  housing  noeds  for  a 
largo  number  of  the  59,000  individual  veterans  who  arc  waiting  for 
VA  homo  loans. 

The  VHMCP  will  also  continue  to  provide  a more  equitable  flow 
of  mortgage  credit  to  members  of  minority  groups.  By  directing 
private  capital  into  previously  neglected  areas  of  the  housing  market, 
the  VHMCP  can  continue  to  he  tho  mortgage  medium  for  serving  the 
home  financing  requirements  of  families  who  do  not  have  access  to 
mortgage  credit. 

Chairman  Hayden.  I think  the  committee  is  fairly  well  acquainted 
with  tho  work  of  your  organization.  Have  you  any  further  state- 
ments? 

Mr.  Graves,  No,  sir. 

Chairman  Hayden.  If  not.  we  thank  you  very  much. 

Mr.  Giiaves.  Thank  you,  Mr.  Chairman, 
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Grants  for  Urban  Planning  Assistance 

STATEMENTS  OF  DAVID  M.  WALKER,  COMMISSIONER,  URBAN 
RENEWAL  ADMINISTRATION;  TRACT  B.  AUGUR,  ASSISTANT 
COMMISSIONER  FOR  URBAN  PLANNING  ASSISTANCE;  AND 
WILLIAM  H.  GELBACH,  JR.,  DIRECTOR,  ADMINISTRATIVE 
MANAGEMENT  BRANCH 

Buooet  Estimate 

Chairman  Hayden.  For  the  urban  planning  assistance  we  havo  Mr. 
Walker,  who  will  testify  about  that.  Before  his  statement,  we  will 
insert  for  the  record  the  supplomontal  estimate  and  the  justification 
which  has  boon  filed. 

(The  supplemental  estimate  and  justification  follow:) 

SUPPLEMENTAL  ESTIMATE  IN  SENATE  DOCUMENT  NO.  47 
Housing  and  Home  Finance  Aoency 

OFFICE  OF  TUB  ADMINISTRATOR 
“URBAN  PLANNING  GRANTS 

“For  an  additional  amount  for  ‘Urban  planning  grants’,  $3,100,000:  Provided, 
Thai  this  paragraph  shall  bo  effective  only  upon  the  enactment  into  law  of  legislation 
amending  section  701  of  the  Housing  Act  of  1954,  a*  amended,  to  at  lo  authorise 
appropriation  of  the  foregoing  amount 

An  appropriation  of  $075,000  for  urban  planning  grants  In  the  fiscal  year  1600 
has  been  included  in  the  Independent  Offices  Appropriation  Act.  1600,  now  pend- 
ing before  the  Congress.  This  amount  exhausts  the  authorization  for  appropria- 
tion under  existing  law  but  is  insufficient  for  the  full  year's  requirements  of  the 
grant  program.  A supplemental  appropriation  of  $3, 100,000  is  therefore  proposed 
contingent  upon  the  enactment  of  legislation  which  has  been  recommended  by 
the  administration  to  ox  tend  and  broaden  the  program  and  which  is  now  under 
consideration  by  the  Congress. 


Program  highlights 


[Dollar*  In  thousands) 


IMS  actual 

IMS  actual 

1000  estimate 

Program  activity  (cumulillve  end  of  fiscal  year); 

BUt(4  And  TtrrKori**  with  Approved  projects. 

11 

41 

>1 

Urban  plannln*  assistance-: 

Municipalities,  counties,  rad  other  email  areal  In- 
volved  ........................ 

714 

1,011 

W 

. 1,4*3 
ltt 

Metropolitan  or  regional  areas  Involved.. ....... ...... 

S3 

Stale  and  interstate  plannins  (number  of  fltatee) 

IT 

Financial  asslsl&nc*  (by  year); 

Contracts  authorized 

tt,  KM 
11,833 

S3,  VO 

*4.361 

11,834 

*3,600 

■Sl/mwiorj/  of  Iludgel  request 

The  present  supplemental  request  la  for  an  additional  appropriation  of 
$3,100,000  for  urban  planning  assistance  grants  during  the  fiscal  year  1000. 
This  amount,  added  to  the  $076,000  to  be  made  available  in  the  [lending  Inde- 
pendent Offices  Appropriation  Act,  1660,  and  unused  funds  brought  forward  from 
prior  years,  will  permit  tho  approval  of  planning  grants  during  fiscal  year  1660 
aggregating  $4,366,000.  Under  the  proposed  appropriation  text,  the  supplemental 
appropriation  would  ho  available  only  upon  enactment  into  law  of  legislation 
increasing  the  authorization  for  such  appropriations.  Such  legislation  is  con- 
tained in  the  pending  Housing  Act  of  I960. 
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A iiihoruation 

Section  701  of  the  Housing  Act  of  1051  authorizes  matching  grants  (not  to 
exceed  50  percent  of  the  estimated  costs)  for  planning  assistance  to  help  finance 
such  activities  as  surveys,  land-use  studies,  and  the  preparation  of  urban-renewal 
plans  (blit  not  the  planning  of  specific  public  works).  These  grants  arc  authorized 
to  (1)  State  planning  agencies  for  the  provision  of  planning  assistance  to  cities 
under  25,000  population  lacking  adequate  planning  resources,  and  (2)  official 
State,  metropolitan,  or  regional  planning  agencies  for  planning  work  in  metro- 
politan or  regional  areas.  The  Housing  Acts  of  1950  and  1957  itmdo  certain 
additions  to  the  original  program,  authorizing  planning  assistance,  either  directlv 
or  through  State  planning  agencies,  to  cities  of  25,000  or  more  population  which 
have  been  damaged  by  flood,  fire,  or  other  disasters,  und  in  federally  impacted 
areas. 

The  1954  act  authorized  appropriations  up  to  $5  million;  this  authorization  was 
increased  to  $10  million  by  the  Housing  Act  of  1950. 

The  ponding  Housing  Art  of  1959  would  further  extend  and  expand  the  urban 
planning  assistance  program,  as  follows; 

1.  The  authorization  for  appropriations  would  be  increased  from  $10  million 
to  an  aggregate  of  $20  million. 

2.  The  sco|ie  of  the  urban  planning  assistance  program  would  be  broadened — 

(a)  by  authorizing  grants  to  Slate  planning  agencies  for  assistance  to  (1) 
municipalities  having  a population  of  less  than  50,000  (under  present  huv, 
25,000),  (2)  counties  with  a population  of  less  than  50,000  (under  present  law', 
onjy  to  counties  of  25,000  or  more  in  ease  of  disaster),  and  (3)  any  group  of 
adjacent  communities  with  a total  population  of  less  than  50,000  and  common 
planning  problems  resulting  from  rapid  urbanization  (no  comparable  pro- 
> iaion  in  present  law) ; 

<h)  By  Authorizing  assistance,  where  there  is  no  official  State  planning 
Agency,  to  some  other  State  agency  designated  by  the  Governor  ant!  accept- 
able to  the  Administrator; 

(c)  By  authorizing  grants  directly  to  any  city  and  county  which  has 
Buffered  n major  disaster  (under  present  law,  only  to  cities  or  counties  with 
25,000  or  more  population); 

(<[)  By  authorizing  grants  to  State,  metropolitan,  and  regional  planning 
agencies  for  metropolitan  or  regional  planning  under  interstate  compacts 
as  well  as  under  State  or  local  laws  (under  present  law,  only  Slate  or  local  law) ; 

(«)  By  authorizing  grants  to  State  planning  agencies  for  State  and  inter- 
state comprehensive  planning  and  research  and  coordination  of  activity 
related  to  such  planning. 

3.  The  pending  amendments  would  also  authorize  the  Administrator,  In  areas 
embracing  several  municipalities  or  other  political  subdivisions,  to  encourage 
planning  on  a unified  metropolitan  basis  and  provide  technical  assistance  for  such 
planning  and  the  solution  of  problems  relating  to  such  planning.  The  pending 
legislation  would  also  direct  the  Administrator  to  encourage  comprehensive 
planning  for  States,  cities,  counties,  metropolitan  areas,  and  urban  regions,  and 
the  establishment  and  development  of  the  organizational  units  needed  for  such 
planning. 

Administration 

Administration  of  the  program  has  lieen  delegated  by  the  Administrator  to  the 
Urban  Renewal  Commissioner,  with  actual  operations  carried  out  through  the 
HHFA  regional  offices.  Major  contacts  with  State,  metropolitan,  and  regional 
planning  agency  personnel  arc  conducted  by  urban  renewal  technicians  in  the 
regional  offices.  A small  policy  determination  and  program  review  staff  under 
un  Assistant  Commissioner  is  located  in  thn  Urban  Renewal  Administration  mi- 
tral office,  to  provide  overall  control  and  direction  to  the  program. 

This  plan  of  organization  recognizes  the  close  relationship  which  exists  between 
the  urban  planning  assistance  program  and  the  urban  renewal  program  and  the 
common  skills  required  in  the  economical  operation  of  the  program.  Administra- 
tive expenses  In  connection  with  the  urban  planning  assistance  program  are  pro- 
vided in  the  overall  Appropriation  “Salaries  and  expenses,  Office  of  the  Admin- 
istrator.” 

Actual  planning  services  for  the  local  communities  and  metropolitan  or  regional 
areas  arc  performed  by  State  or  local  technical  staffs,  by  recognized  planning  con- 
sultant firms  under  contract  with  States  or  localities,  or  a combination  of  tho  two. 
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Planning  assistance  for  small  areas 

(Dollar*  In  thousand!) 


Actual  1658 

Actual  1069 

Estimate  I960 

Number  of  different  unaU  area*  Involved  (cumulative) 

71S 

in 

4fl 

46 

fi 

86 

$1,M7 

1.234 

1,013 

101 

86 

1,463 

Project  Activity; 

Tots)  project*  during  yew 

Active,  beginning  of  year 

Projects  jpjwovcd  

Project*  completed 

Active,  end  of  year 

9 

70 

Financial  assistance: 

Contracts  authorised 

Disbursements 

2,  OX) 

As  noted  above  in  the  summary  of  changes  which  would  be  made  in  the  basic 
legislation,  the  program  of  assistance  to  small  areas  would  be  broadened  in  several 
major  respects.  Of  particular  importance  arc  the  provisions  authorizing  desig- 
nation of  agencies  by  Governors,  which  will  make  it  possible  for  virtually  all 
States  to  participate  in  the  program;  raising  of  the  population  limit  on  eligible 
communities  from  25,000  to  50,000;  and  extension  of  eligibility  to  counties  of 
under  60,000  population.  Under  the  expanded  program  for  I960,  some  120 
projects— 60  percent  greater  than  the  number  in  1059— are  estimated  to  be 
approved.  Under  this  estimate,  the  number  of  small  areas  benefiting  from  the 
program  Is  expected  to  increase  by  472,  to  a cumulative  total  of  1,485. 

Metropolitan  and  regional  area  planning 


( Dollar*  in  thousands) 


1638  actual 

1939  actual 

1960  estimate 

Number  of  different  metropolitan  and  regional  areas  Involved 
(cumulative) 

63 

63 

33 

31 

3 

60 

$1,097 

$710 

S3 

118 

60 

68 

15 

103 

$1, 463 
1044 

133 

163 

103 

60 

46 

118 

$1,713 

$1,560 

Project  activity: 

Total  projects  during  year 

Active,  heglnnlogof  year 

Protects  approved 

Project*  cuiupUled 

Active,  end  of  year 

Financial  assistance: 

' Contract*  authorized 

Dlsbur*ement* 

The  metropolitan  and  regional  area  planning  portioi.  of  the  program  would  bo 
expanded,  under  the  ponding  legislation,  by  authorising  planning  related  to  Inter- 
state compacts  in  addition  to  planning  under  State  and  local  laws  and  by  authoris- 
ing additional  typos  of  work.  However,  some  metropolitan  and  regional  areas 
with  center-city  populations  of  25,000  to  50,000  may  receive  planning  assistance 
as  small  areas  rather  than  as  metropolitan  or  regional  areas.  As  a result,  the 
average  amount  of  grant  for  this  type  of  project  is  oxpected  to  increase  because  of 
the  predominance  of  larger  areas. 

Stale  and  inttrslale  comprehensive  planning 


{Do) Hr*  in  thousands) 


1958  actual 

I960  actual 

I960  estimate 

Number  of  different  Slates  and  territories  Involved 

17 

17 

Project  activity; 

Total  projects  during  year 

Active,  beginning  of  year 

Projects  approved 

17 

Projects  completed 

Active,  end  of  year 

17 

Financial  assistance: 

Contracts  uuthorited 

Disbursements 

IV) 

- - 
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The  provisions  for  State  and  interstate  comprehensive  planning  in  the  pending 
legislation  are  completely  new.  All  63  States  and  territories  would  be  eligible 
for  this  type  of  planning  assistance;  17  are  expected  to  participate  during  fiscal 
year  I960. 

Authorisations,  appropriations,  and  contracts  authorized 

The  following  table  shows  annual  anu  cumulative  appropriations  and  contracts 
by  fiscal  year  from  the  start  of  the  program: 


Fiscal  year 

Appropriations 

Contract*  authority! 

Annual 

Cumulative 

IGMactiwl  - 

11,000 
2,000 
1,400 
1,274 
3.240 
• 4.075 

II.qoo 

3,000 

4,400 

5,776 

9,025 

13,100 

H 

■B 

ivifi  actii'd... 

;<W7  actual 

I0vN8  actual * 

196)  estimate 

' Includes  tWJ.UOO  la  (he  Independent  OlllcM  Appropriation  Act,  I960,  and  $3,100,000  In  this  supplemental 
expropriation  request. 


PREPARED  STATEMENT 

Mr.  Walker.  Thank  you,  Mr.  Chairman. 

In  the  interest  of  timo,  I have  a statement  hero,  Mr.  Chairman, 
which  I would  like  to  offer  for  the  record. 

Chairman  Hayden.  You  may  do  that. 

(Tho  statement  referred  to  follows:) 

Mr.  Chairman  mid  members  of  tho  committee,  I appreciate  the  opportunity  to 
appear  before  this  committee  to  explain  the  Housing  Agency’s  request  for  a supple- 
mental appropriation  for  fiscal  i860  to  carry  on  the  urban  planning  assistance 
program  originally  established  under  section  701  of  the  Housing  Act  of  1854.  I 
would  like  to  briefly  review  the  development  of  this  program,  and  then  explain 
why  thero  will  be  a need  for  additional  funds  during  1960. 

Under  existing  law,  tho  urban  planning  assistance  progrum,  or  "701  program," 
provides  for  Federal  matching  grants  up  to  an  aggregate  of  $10  million  to  Slate 
planning  agencies  for  urban  planning  work  in  cities  of  less  than  25,000  population, 
and  similar  grants  to  State,  metropolitan,  and  regional  planning  agencies  for 
planning  work  on  a metropolitan  or  regional  scale.  Grants  nro  also  available  for 
planning  in  disaster  areas  and  in  areas  threatened  with  rapid  urbanisation  as  a 
result  of  new  or  expanded  Federal  installations.  The  types  of  planning  activities 
assisted  by  the  program  include  surveys,  laud  use  studies,  and  general  planning 
for  the  location  and  extent  of  public  facilities  (but  excluding  plans  for  specific 
public  works). 

The  number  of  small  communities  and  metropolitan  arcus  assisted  under  tho 
701  program  has  increased  rapidly  since  1964.  The  number  of  different  small 
communities  involved  in  the  program  at  the  end  of  fiscal  year  1059  was  1,013 
as  comport'd  with  39  at  the  end  or  1955.  Corresponding  figures  for  metropolitan 
areas  are  W at  the  end  of  fiscal  year  1969,  and  2 at  the  close  of  1955.  The  projects 
approved  through  1950  were  located  in  41  States  and  territories.  We  know  that 

«ou  gentlemen  arc  familiar  with  the  exploding  population  in  our  United  States. 

/e  know  the  Congress  has  given  careful  thought  and  consideration  to  the  problems 
that  accrue  thereto.  In  the  foreground  of  these  problems  is  the  need  for  smaller 
communities  and  fur  metropolitan  arena  to  intelligently  plnn  so  that  thev  might 
absorb  the  terrific  impact  of  these  addilioaai  citizens  and  the  demands  they  will 
mnko  upon  municipal  services  and  conditions.  The  Congress  in  its  Inherent 
wisdom  has  suggested  the  raising  of  the  limit  of  towns  from  25,000  population 
under  the  previous  law  to  a figure  of  50,000,  which  we  agree  isn  much  more  realistic 
figure.  It  is  towns  of  this  size  that  face  the  need  to  absorb  the  shock  of  the  tre- 
mendous growth  of  suburbia.  The  cities  or  metro  noli  tan  areas,  of  course,  must 
remain  the  centers  of  opportunity  und  culturo  and  continue  to  make  their  con- 
tribution to  the  basic  strength  of  America.  Here  is  a tremendous  need  for  intelli- 
gent regional  examination  of  the  errors  of  the  past  and  needs  of  tho  future.  Tho 
understanding  gained  by  officials  of  these  political  subdivisions  in  the  last  few 
years  is  indicut ea  by  their  acceptance  and  use  of  this  program.  Wc  believe  it  to 
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be  essential  to  the  orderly  progress  and  growth  of  our  Nation  that  more  mid  more 
political  subdivisions  bo  permitted  to  coma  under  tins  accepted  and  worthwhile 
program. 

Of  the  $10  million  authorization,  all  but  the  amount  of  $975,000  in  the  pending 
Independent  Olliees  Appropriations  Act  has  been  appropriated.  On  tiio  basis  of 
the  current  level  of  participation,  funds  that  can  In  made  available  under  the 
present  nuthorhutfon  would  he  exhausted  during  the  next  few  months. 

I should  like  to  emphasizo  two  points  about  this  supplemental  appropriation 
request.  First,  the  major  portion  of  the  amount  involved  is  included  in  the 
President's  budget,  proposed  for  later  transmission,  contingent  upon  tiie  enact- 
ment of  pending  legislation  providing  for  the  authorization  of  an  additional  $10 
million  of  Federal  assistance.  Second,  the  amount  of  the  request  is  in  part  based 
on  an  .xpanded  scope  or  the  program  that  would  be  provided  for  in  the  same  legis- 
lation. I would  like  to  elaborate  somewhat  on  the  second  point. 

The  pending  housing  bill  would  expand  the  urban  planning  assistance  program 
in  several  respects,  but  the  following  changes  liavo  direct  implications  on  budget- 
ary requirements.  Tho  population  limit  on  eligible  small  communities  would  be 
raised  from  25,000  to  50,000.  This  category  of  701  assistance  would  also  be  ex- 
panded to  include  small  counties  (under  50,000  population)  and  groups  of  small 
communities  (total  population  under  50,000).  The  number  of  small  communities 
entering  tho  program  is  pocted  to  incrense  further  hocauso  the  pending  legisla- 
tion would  |iermit  a (lovernor  to  designate  another  State  agency  to  administer 
the  State  pregrain,  whore  there  is  no  Stuto  planning  agency.  The  pending  legia- 
lalion  would  also  increase  the  metropolitan  and  regional  area  planning  portions 
of  the  program  by  authorizing  planning  related  to  interstate  compacts  and  by 
authorizing  additional  types  of  work.  Assistance  for  a new  type  of  planning— 
for  State  and  interstate  planning— would  also  be  authorized  under  tho  new  legis- 
lation. 

This  supplemental  ro'iuest,  then,  is  necessary  to  permit  continuation  of  the 
program  under  the  expanded  scope  that  would  be  authorized  if  tho  ponding  legis- 
lation is  enacted  into  law,  The  comparatively  small  Federal  expenditure  under 
this  program  can  do  much  to  eliminate  or  retard  blight  that  might  otherwise 
develop  in  rapidly  expanding  communities  and  urban  areas  and  regions.  It  serves 
no  less  as  a desperately  needed  alarm  clock  which  awakens  the  communities  to 
the  fact  that  if  we  are  to  accept  the  shock  of  our  exploding  population  wo  must 
no  longer  permit  our  political  subdivisions  to  grow  as  Topsv,  but  rather  to  have 
an  interested  citizenry  concerned  with  the  ordorlv  and  desirable  progress  and 
growth. 

General  Statement 

Mr.  Walker.  Just  briefly,  the  Urban  Renewal  Administration  has 
been  administering  this  urban  planning  assistance  program  since  1954. 
It  has  been  very  well  received.  None  of  these  funds  requested  are  for 
personnel  or  expenses  of  tho  Urban  Renewal  Administration,  but  are 
all  grants  which  go  to  tho  local  communities  or  State  planning  agencies. 

The  growth  since  1955  has  been  steady  and  almost  phenomenal. 
Tho  acceptance  of  tho  need  for  this  kind  of  planning  has  Dccn  general 
and  enthusiastic. 

I certainly  hope  that  this  committee  will  give  it  some  consideration 
and  take  a fair  and  friendly  look  at  our  request  here,  hecauso  I think 
it  is  in  tho  best  interest  of  the  town  and  States  of  our  Nation. 

Chairman  Hayden.  As  with  any  new  law  it  cannot  bo  etTectivo 
without  some  money. 

Mr.  Walker.  That  is  right. 

Chairman  Hayden.  Tho  budget  estimate  was  submitted  on  tho 
assumption  that  it  will  become  law? 

Mr.  Walker.  That  is  right,  Mr.  Chairman. 

Chairman  Hayden,  Arc  there  any  further  questions? 
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RENEWAL  I’HUUHAU  AT  LAS  CHtlLS,  S.  USX. 

Senator  Chavez,  You  will  recall  2 or  3 weeks  ago  I made  some 
inauirics  with  reference  to  a renewal  program  nt  I^as  Cruces,  N.  Mox., 
right  across  from  White  Sands  Proving  Ground? 

Mr.  Walker.  That  is  right,  sir. 

Senator  Chavez.  What  has  been  done  on  that?  Are  you  awaiting 
legislation? 

Mr.  Walker.  Yes,  wo  are,  sir.  Wo  are  doing  a little  moro  than 
that,  Senator.  As  you  know,  I am  a newcomer  to  the  Federal  family, 
and  I am  making  a review  of  what  is  possible  today  under  these  urban 
renewal  funds  which  have  not  yet  been  committed. 

With  the  absence  of  a formula  it  may  well  bo  that  we  can  serve, 
probably — perhaps  not  in  its  entirety  immediately,  but  perhaps  we 
can  ease  it  somewhat. 

Senator  Chavez.  In  this  particular  area  there  are  about  4,000  per- 
sons who  will  be  beneficiaries  under  the  renewal  program. 

On  account  of  the  local  situation  there,  the  ones  doing  the  Buffering 
are  some  members  of  the  local  population  and  not  the  city  officials. 
I do  hope  you  ran  work  it  out. 

Mr.  Walker.  Senator,  I am  grateful  for  your  interest  and  I shall 
do  my  best. 

Chairman  Hayden.  Are  there  any  further  questions? 

If  not.  we  thank  you. 

Mr.  walker.  Thank  you,  Mr.  Chairman. 


BEST  AVAILABLE  COPY 


DEPARTMENT  OF  THE  INTERIOR 

Buricau  or  Indian  Affairs 


STATEMENT  OF  FEED  H.  MASSEY,  ASSISTANT  COMMISSIONER, 
BUREAU  OF  INDIAN  AFFAIRS,  ACCOMPANIED  BY  J,  LEONARD 
NORWOOD,  BUDGET  OFFICER 


Funds  for  Creek  Indians 

Chairman  Hayden.  The  Department  of  tho  Interior  has  a matter 
of  Creek  Indiuns  to  present. 

The  next  item  is  for  an  amount  of  $125,000  for  the  distribution  of 
funds  for  Creek  Indians. 

Tho  iustifiention  will  ho  included  in  the  record  at  this  point. 

Mr.  Massev,  you  may  proceed,  sir,  with  your  statement. 

(The  justifications  referred  to  follow:) 

Distribution  of  funds  of  the  Creek  Indians,  i960 

Appropriation  to  dote - - $200,  000 

Obligations  to  June  30,  1050 180,  M3 

Expenditures  to  June  30,  1050 — — 186,  343 

Request  (to  remain  available  until  expended) ■ - - 135, 000 

Employment: 

Average  number,  ourrent  appropriation - - 2 

Number  involved,  this  estimate 13 

. Actual  employment * - - 13 

runrosE  and  need  for  buppuementai,  funds 

In  order  to  meet  tho  necessary  expenses  incident  to  the  distribution  of  funds 
belonging  to  the  memliera  of  the  Creek  Nation  of  Indians,  the  Bureau  of  Indian 
Affairs  received  an  appropriation  of  $200,000  in  fiscal  year  1057,  to  remain  avail- 
able until  expended.  Experience  in  proc« siting  claims  to  date  shows  clearly  that 
the  appropriation  will  bo  insufficient  to  accomplish  the  task  due  to  the  many 
complicated  heirship  cases  involved*  This  estiiusto  will  onablo  the  Bureau  to 
continue  processing  claims  filed  by  the  Creek  jjcople. 

JUSTIFICATION 

In  order  to  meet  the  necessary  expenses  incident  to  the  distribution  of  funds 
belonging  to  tho  members  of  tho  Creek  Nation  of  Indians,  the  Bureau  of  Indian 
Affairs  received  an  appropriation  of  $200,000  in  fiscal  year  1057,  to  remain  avail- 
able until  expended.  , . 

When  tho  legislation,  which  authorized  the  distribution  of  those  funds  o the 
Loyal  Creek  and  Freednicn  Indians,  was  submitted  on  January  31,  1055,  it  was 
estimated  bv  the  Bureau  that  $200,000  would  bo  sufficient  to  defray  cxjjeiiBCS 
incident  to  the  distribution  of  these  funds.  Becauso  of  tho  larger  than  expected 
number  of  heirship  cases  this  amount  will  not  complete  the  job. 

Distribution  of  funds  is  being  made  in  accordance  with  tho  provisions  of  the 
act  of  August  1,  1055  (69  Stat.  431).  The  act  provides  for  three  classes  of  pay- 
ments ns  follows : , , 

(1)  Allotment  equalization.  This  equalization  payment  was  based  on  an  act 
of  Congress  approved  June  30,  1919  (41  Stat.  3,  24).  Many  of  these  claimants 
had  been  deaa  anywhere  from  1 to  36  years.  The  difficulty  and  dot  ail  involved 
in  determining  and  locating  the  presont  hoira  of  tho  claimants  entitled  to  payment 
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has  far  exceeded  that  originally  anticipated.  A total  of  $35,380.90  has  been  paid 
and  there  remains  to  be  paid  $63,553.93  of  the  amounts  due  claimants  for  equaliza- 
tion. 

12)  Per  capita  distribution  to  members  of  the  Creek  Nation  based  on  a final 
roll  approved  under  the  act  of  April  26,  1906.  A total  of  $332,369.46  has  been 
paid  and  there  remains  to  be  paid  to  this  group  or  their  heirs  an  amount 
of  $230,460.54. 

(3)  Payment  of  judgment  of  Indian  Claims  Commission  to  the  Loyal  Creeks, 
who  were  dealt  witn  as  a group  separate  and  apart  from  the  Creek  Nation.  They 
shared  hi  $538,628.29  on  deposit  in  the  Treasury,  representing  tho  balance  of  a 
judgment  entered  by  the  Indian  Claims  Commission  in  favor  of  such  Indians. 
This  is  being  distributed  on  the  basis  of  a payroll  prepared  pursuant  to  the  act  of 
March  3,  1903  (32  Stat.  982,  094)  for  the  purpose  of  distributing  a $000,000  appro- 

E nation  that  was  made  as  part  payment  of  the  same  cluim.  A total  of  $294,481 .35 
us  been  paid  and  there  remains  to  be  paid  to  this  group  or  their  heirs,  an  amount 
of  $214,146.94. 

As  of  Juno  30,  1959,  a total  of  11,527  claims  have  been  paid  and  partial  payment 
has  been  made  on  an  additional  1,312  claims.  The  majority  of  tho  11,52/  pay- 
ments made  were  direct  payments  and  did  not  involve  heirship  determinations. 

There  remains  to  be  paid  2,391  claims  and  the  incomplete  portion  of  those 
1,312  claims  on  which  partial  payment  1ms  been  made.  It  is  estimated  tbut 
3,638  additional  claims  will  be  received.  Inasmuch  as  these  payments  are  based 
on  rolls  that  were  approved  many  years  ago,  it  is  estimated  that  approximately 
95  percent  of  the  claims  awaiting  pavment  will  involve  complicated  heirship 
determinations.  Many  of  these  remaining  claims  will  involve  the  heirs  of  enrollees 
who  have  been  dead  over  40  years. 

Tho  supplemental  estimate  for  $125,000  provides  for  continuation  of  the  present 
staff  of  14  positions  for  this  work  for  2 years.  It  is  not  possible  to  state  categori- 
cally that  all  claims  will  be  settled  and  funds  distributed  at  the  end  of  this  period 
in  viow  of  the  difficulty  of  determining,  locating,  and  making  payments  to  heirs 
of  eriroUeea.  However,  the  stair  is  now  well  experienced  in  this  work  and  greater 
progress  should  bo  expected.  The  bureau  proposes  to  review  this  operation 
during  this  period  witn  the  view  of  determining  the  need  for  such  amendatory 
legislation  as  would  be  necessary  to  dispose  of  any  funds  remaining  undistributed. 
In  the  past  it  has  been  possible  to  turn  over  to  the  tribes  for  final  disposition  cer- 
tain funds  representing  unpaid  claims. 

Tho  bureau  has  remaining  from  the  $200,000  appropriation  a balance  which 
should  financo  tho  existing  staff  through  about  August  31.  Unless  additional 
amounts  are  made  available,  it  will  bo  necessary  to  terminate  this  well-trained 
staff.  This  would  result  in  starting  anew  with  an  untrained  staff  at  some  future 
date  when  funds  might  be  available  fur  this  work.  If  this  occurred  tho  cost  to 
the  Government  would  bo  much  greater. 

Qen&kal  Statement 

Mr.  M abbey.  Mr.  Chairman  and  members  of  the  committee,  I 
appreciate  the  opportunity  of  appearing  before  you  to  explain  the  need 
for  ft  supplemental  appropriation  to  cover  the  costs  of  distributing 
funds  belonging  to  the  members  of  the  Creek  Nation  of  Indians. 

The  act  of  August  1,  1955,  60  Stat.  431,  which  provided  for  this  dis- 
tribution of  tribal  funds  also  provided  for  an  appropriation  of  $200,000 
for  necessary  expenses  incident  to  such  distribution.  The  Congress 
appropriated  this  amount  in  fiscal  year  1957. 

Legislation  is  now  pending  action  by  tho  Congress  which  will  increase 
the  appropriation  authorization  for  expenses  from  $200,000  to 
$325,000. 

Tho  distribution  of  the  tribal  funds  involvos  three  classes  of  pay- 
ments? (1)  to  completo  allotment  equalization,  (2)  to  distribute  funds 
from  a judgment  of  tho  Indian  Claims  Commission,  and  (3)  to  dis- 
tribute per  capita  residual  funds  to  membors  of  the  Creek  Nation 
whose  names  appear  on  the  final  roll  approved  under  the  act  of  April 
26,  1906. 
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As  of  the  past  June  30,  the  Bureau  had  received  15,230  claims  for 
payment  and  had  paid  in  full  or  in  part  12,839  of  them.  It  is  estimated 
that  3,638  additional  claims  will  be  received. 

Those  claims  which  have  not  been  paid,  with  few  exceptions,  require 
determinations  ns  to  rightful  heirs.  It  is  for  this  reason  that  it  has 
not  been  possible  to  complete  the  distribution  of  those  funds,  To  do 
so  will  require  the  continuation  of  the  present  stall  to  adjudicate  the 
remaining  heirship  claims. 

I shall  be  pleased  to  answer  any  questions  the  committee  may  have. 

Chairman  Hayden.  It  is  my  understanding  that  Senate  bill  A.  2339, 
which  increases  the  authorization  to  $325,000,  has  passed  the  Senate 
and  that  a companion  bill,  H.R.  837  is  now  awaiting  action  on  the 
House  Consent  Calendar. 

Am  I correct? 

Mr.  Massey.  That  is  correct,  sir. 

Chairman  Haydkn.  I note  in  the  justification  the  sum  requested 
is  to  continue  the  services  of  somo  14  employees  for  a period  of  2 
years. 

Do  you  think  it  will  take  2 more  years  to  complete  the  job? 

Mr.  Massey.  We  expect  that  it  will,  Mr.  Chairman;  yes,  sir. 

Chairman  Hayden.  If  there  are  no  questions,  we  thank  you  for 
your  statement. 


TREASURY  DEPARTMENT 
Bureau  of  the  Mint 
Salaries  and  Kxtenbeb 

STATEMENTS  OF  WILLIAM  H.  BRETT,  DIRECTOR  OF  THE  MINT; 
LELAND  HOWARD,  ASSISTANT  DIRECTOR  OF  THE  MINT;  FRED- 
ERICK W.  TATE,  CHIEF  ACCOUNTANT,  AND  BEN  C.  HOLLY- 
FIELD,  ASSISTANT  CHIEF  ACCOUNTANT 

Bl'DCJET  REQl'KHT 

Chairman  Hayden.  The  Treasury  Department,  Bureau  of  the 
Mint,  has  a request  for  an  additional  amount  for  “Salaries  and 
expenses,”  $.'{00,000. 

You  may  proceed,  Mr.  Brett. 

Mr.  Brett.  Mr.  Chairman,  I have  a formal  statement  here,  H 
you  would  like  to  lmve  mo  read  it,  or  I can  brief  it,  sir. 

Chairman  Hayden.  You  may  highlight  it. 

Mr.  Brett.  First,  I would  like  to  say  for  5 years  as  Director  of 
the  Mint,  this  is  the  first  time  I have  ever  appeared  before  the  Senate. 
I am  kind  of  proud  of  that  amateur  standing  because  wc  have  never 
asked  for  a supplemental  in  the  last  5 years. 

PREPARED  STATEMENT 

Chairman  Hayden.  Your  statement  will  be  included  in  the  record 
in  full,  and  you  may  proceed. 

(The  statement  referred  to  follows.) 

Mr.  Chairman  mid  members  of  the  committee,  it  is  a pleasure  to  am  war  before 
this  committee  ami  explain  the  need  for  a supplemental  appropriation  for  the 
production  of  additional  domestic  coins. 

Cuius  are  ordered  from  the  mints  by  the  Federal  Reserve  banks  and  branches 
In  quantities  required  for  the  country’s  business  transactions,  and  the  volume 
of  the  coinage  program  is  therefore  determined  by  the  public  need  for  coins. 
The  coin  demand  is  subject  to  extreme  fluctuations.  Although  we  are  usually 
able  to  meet  sudden  heavy  demands  by  readjustments  of  programs,  etc.,  some- 
times the  fluctuation  is  so  extensive  that  it  is  necessary  to  request  supplemental 
funds.  The  most  recent  supplemental  requested  for  this  purpose  was  in  fiscal  1952. 

Funds  presently  available  to  the  mint  provide  for  the  production  of  t ,650  million 
coins.  With  the  present  high  level  of  employment  and  business  activity,  the 
banks  are  calling  for  coins  in  much  greater  ouautities.  Ordinarily,  the  major 
portion  of  the  coin  demand  occurs  in  the  fall  months,  prior  to  the  Christmas 
season.  This  year,  the  demand  has  been  very  heavy  in  the  early  part  of  the  year. 
During  the  first  7 months  of  the  calendar  year  1950,  the  mints  delivered  1,207 
million  coins  to  the  Federal  Reserve  hanks,  and  reserve  stocks  in  the  mints  now 
amount  to  about  43  million  pieces.  During  the  same  period  of  the  calendar 
year  1058,  the  mints  delivered  (103  million  coins  to  the  banks  and  reserve  stocks 
amounted  to  347  million  pieces. 

Present  funds  are  inadequate  for  production  of  the  quantities  of  coins  now  being 
requested,  and  a backlog  of  unfilled  orders  Is  growing  larger.  This  backlog 
should  be  liquidated  before  business  concerns,  which  use  large  quantities  of  coins 
for  making  change,  become  aware  of  the  situation  and  begin  to  hoard  coins.  It  to 

935 


936 


MUTUAL  SECURITY  APPROPRIATIONS,  1980 


necessary  to  take  action  immediately,  by  increased  production,  to  preclude  wide- 
spread hoarding  which  makes  the  shortage  more  acute.  Numerous  complaints 
regarding  delaved  deliveries  are  already  being  received  from  the  banks.  The 
supplemental  funds  requested  will  provide  for  production  of  approximately  350 
million  additional  coins. 

I shall  be  pleased  to  furnish  any  additional  information  whioh  you  may  reaueat 
regarding  the  coinage  program. 

i 

General  Statement 

Mr,  Brett.  Actually,  we  are  asking  for  $300,000  to  produce  350 
million  moro  pieces  of  coin  in  the  fiscal  year  1960.  We  have  expe- 
rienced an  unusually  heavy  demand  in  the  first  7 months  of  the 
calendar  year  which  is  usually  a very  light  period. 

We  can  give  our  reasons  or  our  guesses  for  this  increase,  but  our 
inventories  are  extremely  low.  At  the  present  time  they  are  down 
to  40  million  pieces,  which  is  a small  fraction  of  what  they  were  a 
year  ago. 

We  are  entering  into  our  heaviest  domand  season,  September 
through  Christmas,  where  wo  are  called  upon  to  produce  the  largest 
quantity  and  deliver  the  largest  quantity  of  coins  of  any  time  during 
tne  year. 

Mr.  Chairman,  I think  that  covers  the  situation. 

Chairman  Hayden.  The  House  had  hearings  on  the  supplemental 
os  late  os  Juno  18  and  the  Senate  as  late  as  July  24.  Why  could  not 
this  item  have  been  presented  then? 

Mr.  Brett.  As  of  December  31,  at  the  time  early  in  January  that 
we  come  for  our  1060  money  on  the  Hill,  we  had  a.  very  comfortable 
inventory  of  coin,  ample  supply — in  comparison  with  tho  average  of 
the  previous  3 to  5 years,  we  nad  heavy  inventories. 

The  demand  of  tne  previous  6 months,  that  is  the  heavy  demand 
season  for  the  calendar  year  1968,  showed  no  indication  of  a big 
increase  in  the  demand.  It  was  just  about  tho  same  demand  that  it 
had  been  for  tho  previous  3 years. 

INCREASE  IN  DEMAND  FOR  COIN 

The  incroose  in  the  demand  for  coin  has  all  occurred  since  January  1 
and  has  beon  accelerated  particularly  in  May  and  June. 

Chairman  Hayden.  Is  it  because  more  coin  vending  machines  are 
being  made  all  the  time? 

Mr.  Brett,  Well,  there  are  a good  many  reasons.  Of  course,  the 
population  is  growing,  thore  are  a great  many  more  market  centers 
being  built,  thore  are  more  vending  machines,  there  are  more  parking 
meters,  and  it  doos  fluctuate  terrifically  from  year  to  year. 

Chairman  Hayden.  For  fiscal  year  1960  Congress  allowed  an  appro- 
priation of  $4,300,000,  the  Budget  request.  This  being  tho  first 

Suarter  of  fiscal  year  1960  why  cannot  the  changes  be  made  in  the 
[location  of  funds  in  order  to  assure  the  mo9t  efficient  use  of  available 
funds.  Can  you  not  reallocate  tho  amount? 

Mr.  Brett,  I am  going  to  ask  Mr.  Howard,  Assistant  Director,  who 
is  more  familiar  with  these  accounting  procedures,  to  answer  that 
question. 

Mr.  Howard.  Mr.  Chairman,  I think  we  should  look  at  the  mint 
as  a whole.  We  are  talking  about  coins.  That  is  only  one  function  of 
the  mint. 
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We  have  to  receive  gold  and  silver  deposits,  as  you  know,  under  the 
law.  We  take  that  in  and  must  refine  it. 

We  operate  a refinery. 

Then  we  have  protection  of  metals  such  as  Fort  Knox  for  gold  and 
West  Point  for  silver.  Those  functions  must  go  on. 

Now  coinage  represents  about  42  porcent  ol  the  total  money  we 
got.  We  cannot  Dorrow  too  much  irom  these  other  functions  for 
coinage  and  apply  it  in  the  first  half  and  then  operate  in  the  second 
half.  t 

In  other  words,  when  wo  have  a heavy  demand  such  as  the  one  this 
year,  we  normally  do  start  to  look  around  and  trim  all  corners. 

For  example,  so  far  this  year  we  have  not  opened  up  the  refinery  in 
the  Denver  mint. 

Chairman  Hayden.  I would  assume,  then,  that  your  answer  is  that 
when  you  were  making  up  the  regular  budget  you  did  not  anticipate 
this  demand? 

Mr.  Howard.  That  is  right. 

1NCH8A8B  IN  BUSINESS  ACTIVITY 

/' 

Let  me  point  out  something  on  this  demand,  Mr.  Chairman.  I 
think  thereyaro  two  tilings  on  nie  demand  side  and  one  on  the  supply 
side  that  nas  hurt  us.  Ip  the  first  place,  an  increase  in  the  business 
activity  has  caused  the  use  of  more  coin.  Last  year  wo, wore  in  a slight 
recession  and  wo  wore  nob  using  many  coins,  and  our  iriyentories  were 

Secondly,  we  changed-fhc  reyersfc  cm  the  onc-cent  coin  khis  year  and 
whenever  we  put  out  a new  coip,  curiosity  or  something,  causes  people 
to  bake  the  first  ones  t Key  get  and  hofcrd  them,  they  keep  them,  they 
dop't  pass  them,  and  tli^i  takes  more  coins. 

i ",  waoe  ! iwLA^aseb 

i • ) 

Nipw,  on  the  supply  side,  last  yoAr  when  wo  were  getting  up  our 
budget  we  were  in  comfortable  shape  and  we  absorbed  our  wage  in- 
crease. We  absorbed  about^  $175,^00  of  our  por  Annum  wage 
increases.  , 

Most  agencies  asked  for  a supplemental  to  cover  that. 

We  also  had  about  $60,000  in  per  diem  wage  increases,  or  a total  of 
$236,000.  \ / . ^ . 

Actually,  bjr  absorbing  that,  with  no  improvement  in  efficiency  to 
correspond  to  it,  we  actually  cut  our  program  hack  that  much. 

To  point  out  the  increased  demand  this  year  I will  give  some  past 
figures.  In  1964 — this  ib  for  the  first  7 months— we  paid  out  236 
million  coins;  in  1965,  695  million  coins;  1966,  902  million  coins;  1967, 
802  million;  1968,  692  million. 

And  this  year,  we  have  delivered  1,266  million. 

Chairman  Hayden.  That  is  moving  along. 

Mr.  Howard.  Now,  there  is  one  other  thing  I would  like  to  point 
out  and  that  is  we  do  not  come  down  and  get  money  unless  we  need 
it  and  to  prove  that  we  have  turned  back  money,  which  is  an  unusual 
thing.  I will  give  you  an  example,  Mr.  Chairman; 

Out  of  an  appropriation  in  1957  of  5 million-some-odd  dollars  we 
turned  back  $343,000. 

BEST  AVAILABLE  COPY 


938 


MUTUAL  SECURITY  APPROPRIATIONS,  I960 


In  going  back  a few  years,  in  1050,  for  example,  with  an  appropria- 
tion of  $5  million,  wo  turned  back  about  a million. 

Chairman  Hayden.  When  was  the  lust  time  a request  for  supple- 
mental funds  was  made? 

Mr.  Brett.  In  1952. 

Chairman  Hayden.  You  have  not  asked  for  any  since  that  time? 
Mr.  Brett.  That  is  right. 

TOTAL  COIN  INVENTORY 

Chairman  Hayden.  Now,  the  justification  on  page  11  states  an 
inventory  of  88  million  coins  since  June  30,  1959. 

Mr.  Bhktt,  That  is  down  to  40  million  today. 

In  spite  of  the  fact  that  wo  have  been  producing  very  heavily— 
Chairman  Hayden.  You  have  reserve  stocks  according  to  your 
statement  of  43  million  coins. 

Mr.  Brett.  The  figures  ns  of  last  Friday  night  was  40  million. 
Chairman  Hayden.  Do  we  understand  that  you  have  ordered  45 
million  coins  from  the  mint  in  the  last  IK  months? 

Mr.  Brett.  No;  we  have  produced  a great  deal  more  than  that  and 
shipped  it  to  tho  bunks.  That  is  just  the  shrinkage  in  the  inventories. 

We  have  produced  172  million  coins  in  July  and  shipped,  plus  the 
46  million  that  our  inventory  shrunk. 

Mr.  Howard.  The  inventory  you  have  there  is  the  inventory  wo 
have  in  tho  Denver  and  Philadelphia  mints  and  that  is  spread  over 
five  denominations  of  coin  in  each  place. 

Actually,  all  it  amounts  to  when  you  get  down  to  40  million  pieces 
you  are  just  about  holding  a couple  days  production  to  ship. 

Chairman  Hayden.  Now,  your  regular  justification  for  1900  stated 
that  tho  funds  requested  and  appropriated,  4,3  million,  would  provide 
for  the  manufacture  of  1,700  million  coins. 

In  your  prepared  statement  you  say  that  tho  funds  available  will 
produce  a billion  and  a half. 

Mr.  Brett.  Our  initial  setup  was  1,550  million.  This  500,000  we 
are  asking  for  will  produce  350  more  million,  which  would  make 
1,900  million. 

Now,  we  possibly  can  stretch  that  duo  to  the  fact  that  we  will  be 
working  overtime  and  wo  will  got  more  production.  But  that  is  our 
setup  as  it  exists. 

Chairman  Hayden.  Between  those  two  estimates  there  appears  to 
be  a difference  of  200  million  coins. 

Mr.  Tate.  In  our  original  appropriation,  Mr.  Chairman,  wo  felt 
with  tho  funds  available  that  we  could  make  1,7  billion. 

As  Mr.  Howard  pointed  out  wo  absorbed  all  of  these  per  annum  pay 
increases  and  all  of  the  per  diem  wage  increases  which  increased  our 
cost. 

Now,  a year  later,  when  wo  know  what  our  new  costs  are,  we  find 
that  the  funds  will  not  go  os  far  as  we  originally  had  thought  they 
would,  so  our  new  figuro  now  is  1,550  million.  So  wo  aro  short  150 
million  of  what  we  had  originally  estimated. 

Chairman  Hayden.  The  inventory  of  coins  in  1956  was  10  million 
coins.  Then  no  supplemental  request  was  required.  Now  with  a 
higher  inventory  vou  have  to  have  more  money. 

Mr.  Brett.  What  was  that  figure  of  10  million  that  you  gave? 
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Chuu-nian  Hayden.  In  1956  your  inventory  was  10  million  coins. 
Mr.  Brett.  Against  that  a year  ago  our  inventory  war  very  close 
to  400  million. 

Chuirmun  Hayden.  Are  there  any  further  questions? 

Senator  Bible.  Mr.  C'hairman,  might  I ask  one  question? 

COMMEMORATIVE  COIN  I Oh  AN M VEHS AH Y OK  DISCOVERY  OK  SILVER 

First,  I want  to  publicly  thank  the  Director.  Mr.  Brett,  for  his 
great  help  in  assisting  the  State  of  Nevada  in  working  out  a com- 
memorative coin  on  the  1 00th  anniversary  of  the  discovery  of  silver, 
Now  that  I am  mentioning  silver,  and  tins  is  tin*  point  1 arn  trying 
to  get  at,  1 learned  with  a great  deal  of  pleasure,  n great  deal  of  satis- 
faction, that  you  are  increasing  your  coinage. 

increased  rsr,  of  silver 

Now,  can  you  tell  me  whut  the  increased  use  of  silver  has  been  in 
the  last  few  years  due  to  increased  coinage?  If  that  is  not  readily 
available,  you  can  supply  it  for  the  record. 

Mr.  Brett.  We  can  supply  that.  It  conies  in  our  annual  report. 
Mr.  Howard.  That  will  vary  from  year  to  year,  depending  on  our 
coinage  program,  sir. 

Senator  Bible.  1 recognize  it  will  van  from  year  to  year,  but  you 
certainly  know  how  many  ounces  of  silver  you  use  in  your  mint  each 
year. 

Mr.  Howard.  It  hus  been  running  from  8 to  40  million  ounces 
each  year. 

Mr.  Tate.  In  fiscal  year  1053  we  used  56  million  ounces. 

Fiscal  year  1954,  CO  million. 

Fiscal  year  1955,  down  to  17  million. 

In  1950,  it  was  also  17  million.  In  1957  it  came  back  up  to  48 
million. 

In  1958  it  was  49,400,000,  and  I do  not  have  the  figure  for  fiscal  1959 
hero. 

Senator  Bible.  I assume  that  since  you  have  increased  coinage  you 
havo  increased  uso  of  silver? 

Mr.  Tate.  That  is  right. 

Senator  Bible.  You  use  silver  in  what,  the  10,  25,  50,  and  dollar 
pieces? 

Mr.  Brett.  At  the  present  time  the  demand  is  primarily  on  the 
1-cont  pieces. 

Senator  Bible.  Thank  you,  Mr.  Director. 

Chairman  Hayden.  At  one  time  were  you  melting  up  old  coins  to 
mako  new  ones? 

Mr,  Brett.  I will  let  Mr.  Howard  answer  that  question,  sir. 

MELTING  IIP  or  SILVER  DOLLARS 

Mr.  Howard.  Senator,  as  far  as  the  regular  issue  coins,  that  is  50, 
25,  10,  and  the  1 and  the  5,  wo  have  always  remelled  those.  I beliove 
what  you  are  thinking  about  is  that  up  until  December,  1952,  we  could 
not  melt  silver  dollars.  You  enabled  us  to  get  legislation  because 
during  the  war  copper  was  short,  to  melt  up  those  unfit  silver  dollars 
that  were  in  our  vaults,  that  is  dollars  we  could  not  reissue. 
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The  agreement  under  that  was  that  we  would  melt  up  unfit  silver 
dollars  and  that  is  just  about  all  we  did.  We  have  not  melted  many 
in  the  lost  few  years,  but  just  during  those  war  years. 

I believe  we  molted  a total  of  about  60  million  of  thorn  and  used 
them  to  make  subsidiary  coin. 

Chairman  Hayden.  As  I understand  it,  silver  in  the  United  States 
now  is  mainly  a byproduct  of  the  mining  of  copper  ores.  Do  you  buy 
all  of  that  and  have  to  buy  some  foreign  silver  besides? 

Mr.  Howard.  No,  sir;  under  the  act  of  July  3!,  1946,  it  is  manda- 
tory that  we  buv  all  newly  mined  domestic  silvor  that  is  offered  to  us. 

At  times  we  buy  it.  that  is,  when  the  price  in  tho  market  is  such 
that  it  is  more  profitable  to  send  it  to  us,  it  is  sent  to  us.  Thoro  are 
times  when  the  market  price  goos  slightly  above  our  price  and  at 
those  times  we  do  not  receive  newly  mined  silver. 

AUTHORITY  TO  BUY  FOREIGN  SILVER 

Now,  under  the  act  of  1934,  the  Silver  Purchase  Act,  we  can  buy 
foreign  silver.  We  have  not  bought  any  foreign  silver  under  that 
act  since  1942. 

The  only  purchase  undor  that  ha9  been  from  a few  other  Govern- 
ment agencies  that  had  silver  after  the  war.  That  is  about  tho  status 
on  the  silver. 

Chairman  Hayden.  Thank  you,  gentlemen. 

Mr.  Howard.  There  is  one  thing  I would  like  to  point  out,  Mr. 
Chairman,  in  this  connection,  with  Senator  Bible. 

SEIGNORAGE 

We  are  asking  for  $300,000  to  make  350  million  coins,  but  the 
soignorago  to  us  on  this  coinage  would  make  about  $7,721,600  for  the 
general  fund  of  the  Treasury. 

In  other  words,  the  granting  of  this  $300,000  will  not  unbalance 
the  budget.  It  will  put  a surplus  in*the  budgot. 

Senator  Bible.  If  I might  supplement  that,  if  I am  not  mistaken, 
tho  seignorage  realized  by  the  U.S.  Treasury  has  returned  something 
in  the  neighborhood  of  $2  billion  to  the  Treasury  in  tho  course  of  your 
program;  ib  that  not  correct? 

Mr.  Howard.  On  silver? 

Senator  Bible.  On  silver  alone? 

Mr.  Howard.  That  is  right. 

Senator  Bible.  For  that  reason  alone  I think  tho  price  of  silver 
should  be  higher.  , 

Mr.  Brett.  Mr.  Chairman,  this  is  very  important  to  tho  Bureau 
of  the  Mint. 

Chairman  Hayden.  Thank  you  for  your  presence. 


DISTRICT  OF  COLUMBIA 

Metropolitan  Police  Department 

STATEMENT  OF  HOWARD  V.  COVELL,  DEPUTY  CHIEF  OF  POLICE, 
EXECUTIVE  OFFICER,  GOVERNMENT  OF  THE  DISTRICT  OF  CO- 
LUMBIA, METROPOLITAN  POLICE  DEPARTMENT,  WASHING- 
TON, D.C.,  ACCOMPANIED  BY  ASHLEY  A.  ADERHOLDT,  CAPTAIN, 
AND  JERRY  V.  WILSON,  SERGEANT 


Funds  for  Additional  Polio,  Officers 


Chairman  Hayden.  The  last  item  relates  to  the  District  of  Columbia 
Police  Department. 

Deputy  Chief  Covell  is  hero.  W<'  shall  be  glad  to  hoar  from  you 
gentlemen. 

Senator  Bible.  Mr.  Chairman,  if  I might  interject  just  briefly  before 
the  chief  testifies,  as  the  chairman  of  the  Legislative  District  of  Co- 
lumbia Committee,  I have  been  considerably  alarmed  by  the  crime 
situation  in  the  District  of  Columbia.  1 had  occasion  yesterday  to 
address  myself  at  some  length  on  the  floor  of  the  Senate  on  the  subject. 

I have  communicated  to  Commissioner  McLaughlin,  who  is  Presi- 
dent of  the  Board  of  Commissioners  and  he  had  intended  to  be  here 
this  morning  to  present  this  testimony. 

He  had  a conflict  on  the  House  side  because  he  is  the  chairman  of 
the  Interstate  Commerce  Compact  Commission  on  the  Potomac  and 
they  had  a compact  hearing  before  the  House  committee. 

no  asked  me  if  I would  be  kind  enough  to  arrange  with  you,  air,  to 
have  Chief  Coveil  present  the  picture  and  the  request  for  some 
needed  funds. 

It  was  my  idea  and  one  that  I checked  with  the  President  of  the 
Board,  that  it  might  bo  well  because  of  this  increase  in  crime  to  make 
somo  provision  for  additional  policemen  right  now  for  the  Nation's 
Capital. 

I will  lot  Chief  Covell  tell  hie  own  story. 

(The  justification  follows :) 


Government  of  the  District  of  Columbia, 

Metropolitan  Police  Department, 

Augutt  97 , 1969. 

To:  Walter  L.  Fowler,  Budget  Officer,  District  of  Columbia. 

Subjeot:  Bequest  that  the  1060  appropriation  estimates  of  the  Metropolitan 
Police  Department  be  supplemented  to  provide  funds  for  an  additional  100 
police  officers  (privates,  class  1). 

A request  has  been  previously  submitted  to  your  office  to  provide  600  additional 
polico  officers  in  the  1001  appropriation  of  this  department.  Because  of  the 
critical  increase  in  recent  crime  rates,  it  is  believed  that  the  increased  patrol  pro- 
gram should  be  at  least  partially  in  effect  as  soon  as  possible;  therefore,  ft  is 
requested  that  the  following  Item  be  provided  as  a supplement  to  the  1960  appro- 

firiution  of  this  department  to  provide  100  additional  police  officers  during  the 
ast  10  months  of  fiscal  year  1000, 
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ACTIVITY  2.  PHKVK.VTIOV  AX'D  DKTBCTIOV  OK  CHIMB 

hnprmed  sendees,  $406,?t0 

This  increase  is  request  ed  to  cover  the  cost  of  employ  incut  of  100  additional 
police  oflicers  to  innease  tlic  foot  patrol  during  the  last.10  mouths  of  fiscal  year 
1060.  Serious  crime  iu  the  District  of  Columbia  has  inertrisetl  15.2  percent  during 
the  period  February  through  July,  1050,  and  the  pattern  indicates  a possible  long  - 
term upward  trend  in  crime  rates  in  this  city.  These  crimes,  instead  of  being 
localized  in  specific  areas,  as  in  the  past , «re  now  being  committed  in  parts  of  this 
city  heretofore  unaffected.  This  decentralization  requires  more  uniformed  patrol- 
men to  cover  the  wider  area  involved.  Citizens,  who  could  once  walk  in  certain 
residential  areas  without  any  apprehension,  now  fear  for  their  safety  when  they 
vonturn  out-  after  nightfall,  oven  within  sight  of  their  homes. 

The  additional  manpower  would  be  assigned  to  tho  newly  affected  areas,  during 
the  hours  these  crimes  aro  prevalent!. 

Application  oj  funds 

Tills  request  w ill  provide  $400,000  for  salaries,  $4,910  for  uniforms  and  $1,300 
for  life  insurance  for  100  police  privates,  class  1. 


Financial  analysis 


01  Personal  services: 

13  Uniformed $400,000 

07  Other  contractual  services: 

11  Life  insurance 1,300 

08  Supplies  and  materials: 

61  Uniforms.... 4,910 

Analysis  by  funds 

Ooneral  fund $348,200 

Highway  fund 00,  000 


Robert  V.  Murray. 

Chief  of  Police 


Lis * ef  foot  patrolmen,  H ednesday,  Aug.  W,  1959 
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Gene&al  Statement 

Chairman  Hayden.  You  may  proceed . 

Chief  (’oveix.  Mr.  Chairman,  since  February  of  this  year  there 
has  been  an  increasing  trend  of  crime  in  tho  District  of  Columbia. 
During  the  first  months  of  increase,  the  Department  was  uncertain 
that  the  changes  represented  a long-term  trend;  however,  crime  rates 
have  increased  each  month  through  July. 

Therefore,  we  now  have  every  reason  to  believe  that  these  changes 
represent  a long-term  continuation  of  an  increase  in  crime  in  the 
District  of  Columbia. 

We  are  asking  for  a supplemental  appropriation  of  $406,000  to 
employ  100  admtional  policemen.  If  we  get  those  100  additional 
policemen  they  will  bo  used  on  the  foot  bouts  principally  in  tho  outer 
precincts  of  tho  city. 

Crime  heretofore  has  been  concentrated  in  the  central  section  of 
the  city,  but  lately  it  bos  moved  into  tho  outer  sections.  For  instance, 
wo  concentrated  additional  footmen  in  tho  first  and  second  precincts, 
which  heretofore  wero  first  and  second,  respect  ively,  in  rat  io  of  serious 
crime.  With  tho  additional  footmen  those  precincts  dropped  to 
seventh  and  sixth  positions,  respectively. 

But  in  the  meantime  the  rates  of  outlying  sections  that  had  been 
low  in  crime  havo  been  steadily  increasing. 

At.  this  time  we  feel  that  if  we  can  get  the  additional  men  wo  can 
put  thoso  men  throughout  the  entire  city,  concentrating  them  moBtly 
in  the  sections  where  there  has  been  an  increase  in  crime;  that  should 
reverse  tho  upward  trend. 

The  Department  feels  that  100  men  are  necessary  at  this  time  as 
an  emergency  measure.  We  feel  that  more  men  arc  necessary7  later. 

rEHCKNTAGS  OF  CRIME  INCREASE 

There  has  been  a 15.2  increase  in  crime  in  the  District  of  Columbia 
during  the  period  of  February  am!  July  1959. 

Senator  Chavez.  What  is  the  nature  of  tho  crime,  robbery,  larceny? 
Chief  Covkll.  The  increase  in  the  outlying  section  has  boon  mostly 
petty  larceny,  stolen  automobiles,  and  housebreaking.  The  house- 
breaking naturally,  to  the  citizen,  is  the  more  serious. 

In  tho  center  of  tho  city  it  has  been  mostly  murder,  rapo,  robbery, 
and  so  forth,  although  some  of  the  robberies  nave  moved  out  into  the 
residential  sections  and  wo  have  had  several  serious  pockotbook 
snatchings  where  people  wero  injured  as  a result. 

Senator  Chavez.  I used  to  bo  on  tho  District  of  Columbia  Appro- 
priations Subcommittee.  What  is  that  station  or  precinct  around 
Seventh  and  U Streets? 

Chief  Covell,  That  is  the  13th  precinct.  The  crirao  has  been 
moving  progressively  out  through  that  area  from  1 and  2,  into  13  and 
10.  And  No.  6 which  is  the  northernmost  precinct  had  boon  pretty 
free  of  crime  in  the  past.  Crime  is  moving  into  that  section,  into  the 
6th  precinct  and  the  12th  precinct,  where  we  had  not  had  it  before. 

Senator  Bump.  As  I understand  it,  you  are  now  processing  a 
request  for  additional  500  men  for  fiscal  year  1961 ; is  that  correct? 
Chief  Covell.  Yes,  sir. 


420M-  no — so 
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EUERGENCY  REQUEST 

Senator  Bible.  Now,  this  is  an  emergency  request  and  one  in  which 
I think  there  is  great  urgency,  to  add  100  men  immediately. 

Now,  can  the  Department  absorb  100  men  immediately? 

Chief  Covell,  We  can  recruit  about  30  a month,  but  in  the  mean- 
time we  could  use  our  men  who  are  on  duty  at  this  time.  By  working 
them  on  the  sixth  day  we  would  obtain  the  equivalent  of  100  addi- 
tional men  and  as  we  recruited  the  approximately  30  men  a month 
we  would  then  decrease  the  number  that  would  bo  permitted  to  work 
on  their  sixth  day. 

I would  say  that,  barring  unforeseen  circumstances,  we  could  put 
100  men  on  the  force  by  January  1,  and  then  in  the  moan  time  we 
would  have  the  equivalent  of  that  number  of  men  by  working  the 
present  force  on  their  sixth  day. 

LEGAL  AUTHORITY 

Senator  Bible.  Might  I ask  you  ono  other  question,  Chief  Covell, 
and  I am  sure  you  nave  checked  it  out  with  legal  counsel,  and  I 
believe  the  law  will  speak  for  itself. 

As  I understand  it,  there  is  no  necessity  for  additional  legislation. 
Chief  Covell.  There  is  not,  sir. 

Senator  Bible.  The  law  presently  reads  that  you  shall  maintain  a 
police  force  of  not  less  than  2,500  men. 

Chief  Covell.  Yes,  sir;  and  we  have  the  authority,  if  the  funds 
are  available,  to  use  the  men  we  have  for  a sixth  day  and  to  exceed 
the  2,500-man  minimum. 

The  sixth  day  is  a stopgap  for  the  increased  personnel.  It  would  bo 
used  for  that  purpose  until  we  could  employ  the  additional  personnel. 

We  have  approximately  700  men  who  nave  taken  the  U.S.  civil 
service  examinations  and  would  bo  available  for  appointment  once 
they  passed  our  screening  system. 

Senator  Bible.  Mr.  Chairman,  I have  been  informed  there  are 
sufficient  funds  available  to  pay  these  additional  costs  that  will  be 
brought  about  by  adding  100  men  to  the  police  force. 

I would  like  to  have  that  statement  likewise  appear  in  the  record. 
There  is  something  in  the  neighborhood  of  $2  million  in  the  general 
fund  on  June  30,  available,  so  lam  advised  by  Mr.  Merrick. 

Chief  Covell.  The  Department  viowa  this  condition  with  alarm. 
We  have  to  also  point  out  that  our  crime  picture  is  not  as  bad  as  it 
is  in  other  cities  by  statistical  reports,  but  any  crime  is  too  much,  and 
we  don’t  want  it  to  coniiuue  as  it  is  now. 

It  is  increasing  each  month. 

Senator  Chavez.  With  the  population  within  the  District,  will 
2,500  policemen  he  sufficient  to  take  care  of  your  problem? 

Chief  Covell.  Senator  Chavez,  I can  only  Bay  that  approximately 
16  years  ago  the  then  Chief  of  Police  made  the  Bt&tomcnt  that  they 
needed  2,500  men  then.  Fifteen  years  have  passed,  crime  has  in- 
creased, and  all  conditions  that  necessitate  police  servicos  have  in- 
creased, and  I would  say  2,500  men  are  not  sufficient. 
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NEED  FOH  MOBS  POLICEMEN  ON  THE  STREET 

I am  not  prepared  at  this  momont  to  state  the  exact  number,  but 
I can  say  that  we  have  movod  into  a now  field  of  determination  of 
distribution  that  lias  shown  us  without  any  doubt  that  we  are  needing 
more  men  on  the  stroot. 

I can  assure  you  that  500  would  not  bo  too  maDy  because  500  really 
only  makes  308  men  for  each  dav,  7 days  a week,  bocauso  of  the  fact 
you  must  give  them  days  off  and  annual  loavo,  and  so  forth. 

So  it  would  really  mean  308  men  every  day  of  tho  week,  365  days  of 
tho  year. 

Senator  Bible.  May  I ask  leave  to  file  at  this  point  in  the  record 
tho  justification  which  was  handod  to  mo  through  the  chief,  as  well  as 
a breakdown  in  tho  manner  in  which  tho  additional  policomen  would 
be  used? 

Chairman  Hayden.  That  may  bo  done.  I think  it  should  appear 
at  the  beginning  of  the  hearing. 

Senator  Bible.  This  could  woll  appear  at  the  beginning  of  the 
hearing. 

Chairman  Hayden.  Thank  you,  gentlemen. 

Chiof  Covell.  Thank  you,  sir. 

(The  following  letter  was  later  received:) 

(See  p.  897) 

Department  of  Acriculturb, 
Washington,  D.C.,  August  88,  1969, 

Hod.  Carl  Hayden, 

Chairman,  Committee  on  Appropriations, 

U,S,  Senate. 

Dear  Senator  Hatden:  This  is  in  reply  to  the  request  of  Senator  Mundt 
during  the  hearings  before  your  committee,  on  August  26,  1959,  for  an  example 
of  how  the  local  fair  rental  value  limitation  on  conservation  reserve  payments 
in  the  Agricultural  Appropriation  Act  will  apply  in  the  case  of  & landlord-tenant 
operated  farm. 

The  local  fair  rental  valuo  limitation  leaves  the  county  committee  no  discretion 
except  to  take  the  production  on  the  farm  for  the  last  o years  and  divide  it  by  5 
to  get  the  average  annual  production.  In  areas  where  cash  rental  rates  are  not 
available,  the  landlord’s  customary  share  of  the  production  muBt  be  taken  to 
establish  the  local  rental  value. 

If  we  take  as  an  example  a farm  on  which  the  average  return  per  acre  for  the 
last  6 years  has  been  $40,  in  an  area  where  the  landlord’s  customary  share  of  the 
crop  is  one-fourth,  the  rent  would  be  established  at  $10  per  acre.  Even  if  we 
ada  $2  per  acre  to  cover  the  coat  of  controlling  weeds,  repair  of  fences,  maintaining 
cover,  and  other  special  obligations  which  the  producer  assumes  under  the  con- 
servation reserve  contract,  tho  maximum  rate  per  acre  which  may  be  paid  on  the 
farm  under  the  limitation,  is  $12  per  acre.  This  $12  per  acre  does  not  all  go  to 
the  owner,  but  must  bo  shared  by  the  owner  with  the  tenant. 

In  areas  where  drought  or  other  disaster  conditions  have  prevented  a normal 
crop  in  any  1 or  more  of  the  5 years,  the  rate  of  payment  will  be  even  lower. 

Under  this  limitation,  the  1960  rates  are  considerably  less  than  the  rates  in 
effect  for  1959,  and  it  is  obvious  that  such  rates  are  not  sufficient  to  attraot 
participation  by  landlord-tenant  operated  farms. 

Under  the  amendment  proposed  by  Senators  Mundt,  Young,  and  Schoeppel, 
the  rates  for  1960  would  be  comparable  to  the  rates  in  1959. 

Sincerely  yours, 

Marvin  L.  McLain,  Acting  Secretary. 
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(See  p.  808) 

Olympia,  Wami. 

Hon.  Wahrkn  G,  Maunuson, 

Senate  Oj/ice  Building,  Washington,  D.C.; 

Following  factors  concern  participation  of  Stale  of  Washington  in  Century  21 
to  date  and  verify  uuthority  of  this  oflice  to  commit  the  State  and  deal  with  the 
Federal  Government.  Stale  lias  spent  approximately  $1,750,000  to  date  for 
land  acquisition  and  site  planning  and  additional  $4,200,000  committed  for  design 
and  construction  of  1 'ate  building.  We  have  more  than  81,500,000  remaining  in 
State  funds  and  nutie  rily  to  use  such  funds.  We  have  sufficient  land  for  Century 
21  and  authority  to  dispose  of  that  land  for  purposes  of  developing  Century  21. 
Chapter  174,  Laws  of  1037  specifically  enjoin  this  department  to  cooperate  with 
the  Federal  Government  “to  the  extent  necessary  to  secure  the  participation  of 
that  Government”  in  the  Century  21  Exposition  in  Seattle  in  1901  and  19(12. 

II.  Duane  Kiieackk, 

Director,  IVcsAmpto/i  >S7a(e  Department  of  Commerce  and  Economic  Develop- 
ment, 


(Soo  p.  870) 


Century  21  Exposition,  Inc 


Expense  budget  for  preoperating  period  Aug.  1,  1950,  to  May  10,  1961 


Budget  for  period  Aug.  1 to  Dec.  31,  1959 ...... .. «~ 

Budget  for  period  Jail.  I,  I960,  to  May  10,  1001: 

Payroll. 

Taxes 

Garbage  collection . 

Security  guurds  (contract) ... 

Janitors,  housekeeping  (contract). 

Maintenance,  landscaping,  etc... — 

Telephone,  cables,  etc 

Maintenance  building,  structures,  and  equipment 

Electricity,  gas,  fuel,  etc..... - 

Rent: 

Armory - ......... 

Nilo  Temple , 

Equipment 

Ticket  printing - — 

Uniforms  and  upkeep - 

Advertising — - 

Professional  and  consultants  fees — 

Signs,  buttons,  badges.. — 

Office  supplies,  postage,  etc.... ...... 

Travel  and  related  expenses 

Insurance — — 

Drayage,  freight,  custom  house  fees 

Public-address  system,  rent.-..--- 

Transportation  of  fairgrounds 

Auto  expenses... ... 

Emergency  telephone  circuit 

First  aid,  etc.... 

Photographic  and  blueprint  supplies 

Trade  fairs,  foreign — 

Foreign  representation — 

Model  of  site - 

Interest 


$361,  600 

1,  028,  500 
25,  800 

1,  009 

14,  000 
10,  000 

07,  000 
02,  000 

15,  000 
40,  000 

134,  000 
24,  500 

2,  000 
10,000 
10,000 

494,  000 

124.000 
1,000 

75,  000 
160,  000 
10,  000 
10,  000 

8,  000 

5.000 

1.000 
1,500 

3.000 

6.000 
10,000 
46,  000 

30.000 
160,000 


Total. 2,952,800 

Source:  Controller’*  Department,  Seattle,  Wash.,  Au|.  21, 1930. 

CONCLUSION  or  HEARINGS 

Chairman  Hayden.  Tho  hearings  on  tho  Senate  bill  are  concluded 
(Thereupon,  at  12:20  the  committee  was  adjourned.) 
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